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A copy of this document, which comprises a Prospectus by Ceres Agriculture Fund Limited (the “Company”) for the issue of Placing
Shares in the Company, prepared in accordance with the Listing Rules and the Prospectus Rules made pursuant to section 73A of
the UK Financial Services and Markets Act 2000, has been filed with the Financial Services Authority in accordance with Rule 3.2
of the Prospectus Rules.

The Placing Shares offered by this document have not been, and will not be, registered under the United States Securities Act of
1933, as amended (the “Securities Act”) or with any securities regulatory authority of any state or other jurisdiction of the United
States. In addition, the Company has not, and will not be, registered under the United States Investment Company Act of 1940, as
amended (the “Investment Company Act”). Accordingly, the Placing Shares may not be offered, sold, pledged or otherwise
transferred or delivered, directly or indirectly, in or into the United States, or to or for the account or benefit of any US person
(within the meaning of Regulation S under the Securities Act (“Regulation S”)), except in transactions meeting the requirements of
an applicable exemption from the registration requirements of the Securities Act and in transactions that will not require the
Company to register as an investment company under the Investment Company Act. This Prospectus does not constitute an offer of,
or the solicitation of an offer to subscribe for or buy, any Placing Shares to any person in any jurisdiction to whom it is unlawful to
make such offer or solicitation in such jurisdiction. Persons outside the United Kingdom into whose possession this Prospectus comes
are required to inform themselves about and to observe any restrictions as to the offer or sale of Placing Shares and the distribution
of this Prospectus. 

The Placing Shares to be offered pursuant to the Placing are only suitable for, and are only being offered to, (i) qualified investors
and persons who have professional experience in matters relating to investments falling within the definition “investment
professionals” as set out in Article 19(5) of the UK Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as
amended; (ii) persons who fall within Article 49(2)(a) to (d) (“high net worth companies, unincorporated associations etc”) of the UK
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended; (iii) persons in member states of the
European Economic Area who are “qualified investors” within the meaning of Article 2(1)(e) of the Prospectus Directive (Directive
2003/71/EC) and/or (iv) persons who are permitted to purchase Placing Shares pursuant to an exemption from the Prospectus
Directive and other applicable legislation.

Capitalised terms contained in this Prospectus shall have the meanings set out in the section headed “Definitions” in Part VII of this
Prospectus.

CERES AGRICULTURE FUND LIMITED
(a closed-ended investment company incorporated with limited liability

under the laws of Guernsey with registered number 47896)

Placing of new Ordinary Shares

Sponsor

BDO Stoy Hayward LLP
Manager and Placing Agent

FourWinds Capital Management

Application for Admission of the Placing Shares to be issued pursuant to the Offers made over the course of the Placing to listing on the
Official List and to trading on the London Stock Exchange’s main market for listed securities will be made to the UK Listing Authority and
the London Stock Exchange respectively in advance of the allotment of Placing Shares pursuant to each Offer. It is expected that Admission
of the Placing Shares to be issued pursuant to the First Offer will become effective and dealings in such Placing Shares will commence on
5 February 2009. It is expected that Admission of the Placing Shares to be issued pursuant to each subsequent Offer will become effective
and dealings in such Placing Shares will commence on the fourth Business Day following the closing of each Offer Period. The Existing
Shares of the Company are currently listed on the Official List and admitted to trading on the London Stock Exchange’s main market for
listed securities.

The Company and the Directors, whose names appear on page 27 of this Prospectus, accept responsibility for the information contained in
this Prospectus. To the best of the knowledge and belief of the Company and the Directors (who have taken all reasonable care to ensure that
such is the case), the information contained in this Prospectus is in accordance with the facts and does not omit anything likely to affect the
import of such information.

Consent under the Control of Borrowing (Bailiwick of Guernsey) Ordinance, 1959 as amended was obtained for the raising of money by the
issue of Existing Shares in November 2007. To receive such consent application was made under the Guernsey Financial Services
Commission’s (the “GFSC”) framework relating to Registered Closed-ended Investment Funds. Under this framework neither the GFSC nor
the States of Guernsey Policy Council reviewed any prospectus relating to the Existing Shares but instead relied on specific warranties
provided by HSBC Securities Services (Guernsey) Limited as Administrator. Neither the GFSC nor the States of Guernsey Policy Council
took any responsibility for the financial soundness of the Company or for the correctness of any of the statements made or opinions
expressed with regard to it. Notification of the proposed Offers of the Placing Shares has been made to the GFSC. The GFSC has not
reviewed this document and it, together with the States of Guernsey Policy Council, continues to take no responsibility for the financial
soundness of the Company or for the correctness of any statements made or opinions expressed with regard to it.

BDO Stoy Hayward LLP, which is authorised and regulated in the United Kingdom by the Financial Services Authority, is acting
exclusively for the Company and for no one else in relation to the Placing and will not be responsible to any other person for providing the
protections afforded to clients of BDO Stoy Hayward LLP in relation to the advice or any matters referred to in this Prospectus.

The attention of potential investors is drawn to the Risk Factors set out on pages 8 to 18 of this Prospectus. Further details of the Placing are
set out in Part III of this Prospectus.
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SUMMARY

This summary should be read as an introduction to this Prospectus and any decision to invest in the
Placing Shares should be based on consideration of this Prospectus as a whole. Where a claim
relating to the information contained in this Prospectus is brought before a court, a claimant investor
may, under the national legislation of an EEA state, have to bear the costs of translating this
Prospectus before the legal proceedings are initiated. Civil liability attaches to the Company and its
Directors, who are responsible for this summary, including any translation of this summary, but only
if the summary is misleading, inaccurate or inconsistent when read together with the other parts of
this Prospectus.

The Company

Ceres Agriculture Fund Limited is a Guernsey domiciled, closed-ended investment company managed by
FourWinds Capital Management.

The Company aims to provide capital appreciation through diversified exposure to an actively managed
portfolio of primarily exchange-traded agricultural commodity contracts and derivatives and other
agricultural commodity related investments.

The Company raised approximately US$130 million in November 2007 through its initial placing of
Existing Shares and over 85 per cent. of its assets were invested within the first month after First
Admission. Following a further issue of Existing Shares raising approximately US$5 million in April 2008,
the Company’s assets are, as far as practicable, now fully invested.

The Company is proposing to raise up to US$250 million, through a series of Offers together comprising
the Placing, to take place in the period from January 2009 until November 2009. 

The Company’s primary rationale for the Placing is to grow the Company and enhance prospects for
liquidity for Shareholders. Enlarging the Company will also mean that the fixed costs of operating the
Company will be spread across a larger amount of assets. The net proceeds of the Placing will be invested
by the Manager in accordance with the investment policy and objective of the Company and may be
allocated among existing and new Commodity Traders to take advantage of new investment opportunities
and to utilise further capacity with Commodity Traders which the Manager has been able to secure or is
able to secure.

The Manager has negotiated on behalf of the Company capacity to invest further funds with various
Commodity Traders with whom the Company currently has Managed Accounts and capacity to invest
funds with certain additional new Commodity Traders. 

The Company is targeting average annual returns of 12 to 18 per cent. per annum, net of applicable taxes
and fees, although in individual periods returns can vary. In the period from First Admission on
27 November 2007 to 7 November 2008 (being the date of the most recently published Net Asset Value
prior to the publication of this Prospectus, as published by the Company on 18 November 2008), the
unaudited estimated Net Asset Value per Share increased from US$0.97 to US$1.04.

Application for Admission of the Placing Shares to be issued pursuant to the Offers to listing on the
Official List and to trading on the London Stock Exchange’s main market for listed securities will be made
to the UK Listing Authority and the London Stock Exchange respectively in advance of the allotment of
Placing Shares pursuant to the relevant Offer.

A regulatory information service announcement will be made in advance of any Offer of Placing Shares
pursuant to the Placing confirming the specific details on the Offer.

Summary of the investment policy

The Company’s investment objective is to provide capital appreciation through diversified exposure to an
actively managed portfolio of primarily exchange-traded agricultural commodity contracts and derivatives
and other agricultural commodity-related investments.
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The Portfolio will be diversified by agricultural Complex, by Trading Strategy and by Commodity Trader,
with the objective of providing sustainable returns and controlling volatility. The Company will invest in at
least three different agricultural Complexes and will invest no more than a maximum of 50 per cent. of its
Net Asset Value, at the time of acquisition, in any one agricultural Complex. There will be no
predetermined limit on investment per commodity in any Complex and there will be no predetermined
geographical limits. 

Investment strategy

FourWinds Capital Management is the Manager of the Company with responsibility for the discretionary
management of the Company’s assets.

The Manager’s strategy is intended to allow the Company to build a fully diversified agricultural
commodities portfolio which is expected to maximise net returns while seeking to control volatility and
limit downside risk exposure.

The Company’s assets comprise mainly agriculture commodity contracts and derivatives and other
agricultural commodity-related investments. These assets are held mainly within proprietary Managed
Accounts operated by specialised Commodity Traders selected by the Manager. Managed Account balances
are invested by Commodity Traders using a variety of primarily arbitrage-based and other Trading
Strategies.

By focusing on active commodity investment strategies, the Company seeks to distinguish itself from
passive agriculture investment vehicles and offer access to a broader universe of active agriculture
investment strategies. The Directors believe that this strategy will generate long term risk adjusted capital
appreciation for Shareholders.

Competitive strengths

The Company invests in a diversified basket of Grains, Tropicals, Fibers and Livestock. This mix of largely
uncorrelated Complexes is used as part of the risk management of the Portfolio.

The Manager currently works exclusively in the commodities and natural resource-related real assets
sectors. The Manager conducts research, designs customised risk management tools and structures portfolio
allocation tools that are specific to the particular characteristics of those asset classes. The commodities
team at the Manager is experienced in commodity and commodity-focused investments, including
agricultural commodities and the Manager’s team has managed the Zephyr Commodity Fund since
inception in 2004.

Directors

The Directors are responsible for the determination of the investment policy of the Company and have
overall responsibility for the Company’s activities. The Directors are Hans-Willem van Tuyll (Chairman),
Martyn Henley-Roussel, Howard Myles and Kimberly Tara. All of the Directors are non-executive
directors and the majority of the Directors are independent of the Manager. Kimberly Tara, as an officer,
shareholder and employee of the Manager, is treated as being non-independent.

The Manager

The Manager is a Cayman Islands exempted company with subsidiaries in England and Wales and the
United States and offices in Boston, London, Geneva and Hong Kong.

The Manager focuses on the development of, and risk management of, investment vehicles for
commodities and real assets. The Manager currently has three other funds under management, namely
Aqua Resources Fund Limited, Phaunos Timber Fund Limited and the Zephyr Commodity Fund. 
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Manager’s fees

The Manager is entitled to a base fee equal to 0.375 per cent. per quarter of the Net Asset Value of the
Company payable in advance based on the final NAV as at the end of the previous quarter. 

In addition, the Manager will in certain circumstances be entitled to a performance fee in respect of each
Calculation Period. A performance fee will be payable where the Net Asset Value per Share at the end of
the Calculation Period exceeds the Benchmark NAV, which is the figure equal to the High Water Mark
NAV increased by 8 per cent. (or, if the Calculation Period is not 12 months, an amount equating to an
annual rate of 8 per cent.). The High Water Mark NAV is the Net Asset Value per Share at the end of the
last Calculation Period in respect of which a performance fee was paid (or if no performance fee has
previously been paid the Net Asset Value per Share immediately following the First Admission).

The performance fee per Share is equal to 20 per cent. of the amount by which the Net Asset Value per
Share at the end of the Calculation Period exceeds the Benchmark NAV and the total performance fee will
be calculated by multiplying the performance fee per Share by the time-weighted average number of Shares
in issue over the Calculation Period.

Commodity Traders’ fees

Each Commodity Trader is remunerated by the Company by reference to the value of assets under
management of the Commodity Trader by a combination of fixed fees, performance fees and commissions.

Borrowing powers and gearing

The Company may, from time to time, use borrowings for short-term liquidity and working capital
purposes and, if the Directors deem prudent, for longer term purposes. The Company’s policy is to ensure
that its aggregate borrowings from time to time do not exceed a maximum of 10 per cent. of Net Asset
Value.

The Company utilises both exchange-traded and over-the-counter derivatives including, but not limited to,
futures, forwards, swaps, options and contracts for differences. The low initial margin deposits normally
required to establish a position in such instruments permits a high degree of gearing.

Risk management

The Manager oversees the measurement and control of all aspects of the financial and associated risk
management processes. The Manager generally reviews performance of the Managed Accounts of
Commodity Traders on a daily basis to ensure that the margin limits, trader allocation, Complex allocation
and total exposure are within prescribed limits. In addition, each of the Commodity Traders is required to
have a disciplined policy for risk management and internal control.

The Placing

The Company is proposing to raise up to US$250 million, through a series of Offers comprising the Placing,
of which up to US$190 million is to be undertaken by the Manager as Placing Agent with any remainder to
be placed by any third party Placing Agent which may be appointed by the Company. As at the date of this
Prospectus, the actual number of Placing Shares to be subscribed under the Placing is not known. 

Whether or not Placing Shares are to be issued in respect of any Offer Period will be determined by the
Directors in their absolute discretion in light of demand for such Placing Shares. 

The Placing Price of each Placing Share issued in respect of any Offer Period will be determined by the
Directors and will be equal to at least the estimated unaudited Net Asset Value per Share published
immediately prior to the closing of the relevant Offer Period adjusted to allow for the costs and expenses
of the Placing. Any premium to the NAV per Placing Share at which Placing Shares are issued in respect
of any Offer Period will be used to meet the costs and expenses of the Placing and will then accrue to the
benefit of existing Shareholders. 
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Risk Factors

An investment in the Placing Shares is subject to a number of risks and uncertainties which may prevent
the Company from meeting its target returns and which may cause the value of the Shares to decline
significantly.

Consequently, investors contemplating an investment in Placing Shares should recognise that the market
value of the Shares can fluctuate and may not always reflect their underlying value. No guarantee is given,
express or implied, that Shareholders will receive back any of their original investment or that the Shares
will not trade at a discount to their Net Asset Value.

The Company is a recently established investment company with limited operating history. Neither the
limited past performance of the Company, nor the past performance of any investment fund managed or
advised by the Manager should be relied upon as an indication of the future performance of the Company.

The ability of the Company to successfully pursue its investment policy will depend on the Manager’s and
the Commodity Traders’ ability to identify, acquire and realise investments in accordance with the
Company’s investment policy. This, in turn, will depend on the ability of the Manager and the Commodity
Traders to apply their investment processes in a way which is capable of identifying suitable investments
for the Company to invest in. There can be no assurance that the Manager or the Commodity Traders will
be able to do so or that the Company will be able to invest its assets on attractive terms or generate any
investment returns for Shareholders or indeed avoid investment losses.

The Company, as part of its investment policy and/or for currency hedging purposes, utilises both
exchange-traded and over-the-counter derivatives including, but not limited to, futures, forwards, swaps,
options and contracts for differences. These instruments can be highly volatile and can expose the
Company to a high risk of loss. There can be no guarantee that margin deposits required to establish a
position in such instruments will cover all potential losses of the Company.

The target return figures included in this Prospectus are targets only and are based on performance
projections and are subject to change. There is no guarantee that the target returns can be achieved. A
variety of factors, including changes in financial market conditions, interest rates, government regulations,
the worldwide economic environment, climate change or the occurrence of risks described elsewhere in this
Prospectus could adversely impact the Company’s ability to achieve its target returns.

Shareholders should bear in mind that actual Net Asset Values may be materially different from estimated
values when placing reliance on any valuations provided by the Administrator.

The Manager and its affiliates, or the Directors, may be involved in other financial, investment or
professional activities which may on occasion give rise to conflicts of interest with the Company. In
particular, the Manager serves as manager to other funds with similar investment policies and may give
advice to take action with respect to such other clients that differs from the advice given with respect to the
Company.

Investors should also be aware that Shareholders will not have the right to have their Placing Shares
redeemed or repurchased by the Company at any time and will generally need to sell their Placing Shares
to another investor in order to realise their investment in the Placing Shares. There can be no guarantee that
a liquid market in the Placing Shares will exist at any particular time in the future and investors may find
it difficult to dispose of their investments.

The Directors will have the power to cause the Company to repurchase Shares. However, prospective
Shareholders should note that the exercise by the Directors of the Company’s powers to repurchase Shares
is entirely discretionary and they should place no expectation or reliance on the Directors exercising such
discretion on any one or more occasions.
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RISK FACTORS

Investors are referred to the risks set out below. The Directors believe that the risks described below
are the material risks relating to the Company, investment in agriculture commodities and the
Shares (including the Placing Shares) at the date of this Prospectus. Additional risks and
uncertainties not currently known to the Directors, or that the Directors deem to be immaterial at the
date of this Prospectus, may also have an adverse effect on the performance of the Company and the
value of the Shares. No assurance can be given that Shareholders will realise a profit or will avoid a
loss on their investment. Investment in the Company should be regarded as long-term in nature and
is suitable only for persons who can bear the economic risk of a substantial or entire loss of their
investment and who can accept that there may be limited liquidity in the Shares. The information
below does not purport to be an exhaustive list or summary of the risks which the Company may
encounter and is not set out in any particular order of priority. Additional risks and uncertainties not
currently known to the Company, or that the Company deems to be immaterial, may also have an
adverse effect on its business. Potential investors should review this Prospectus carefully and in its
entirety and consult with their professional advisers before making an application for Placing Shares.

Risks relating to the Company

The Company has a limited operating history

The Company was incorporated on 17 October 2007. The Company has a limited operating history and the
only available historical financial statements for the Company are audited accounts for the period from
incorporation on 17 October 2007 to 29 February 2008, an unaudited interim report for the period from
incorporation to 30 June 2008 and an interim management statement for the period from 1 July 2008 to 
30 September 2008. An investment in the Company is therefore subject to all the risks and uncertainties
associated with a business with a limited operating history, including the risk that the Company will not
achieve its investment objectives and that the value of an investment in the Company could decline
substantially as a consequence. Neither the limited past performance of the Company, nor the past
performance of other investments managed by the Manager can be relied upon as an indicator of the
Company’s future success. An investor in the Shares must rely upon the ability of the Manager and the
Commodity Traders in identifying and implementing investments consistent with the Company’s
investment objective and policy.

Investor returns will be dependent upon the performance of the Portfolio

Investors contemplating an investment in the Shares should recognise that their market value can fluctuate
and may not always reflect their underlying value. Returns achieved are reliant upon the performance of the
Portfolio. No assurance is given, express or implied, that Shareholders will receive back the amount of their
investment in the Shares.

Investor returns will be dependent upon the Company successfully pursuing its investment policy

The success of the Company will depend on the Manager’s and the Commodity Traders’ ability to identify,
acquire and realise investments in accordance with the Company’s investment policy. This, in turn, will
depend on the ability of the Manager and the Commodity Traders to apply their investment processes in a
way which is capable of identifying suitable investments for the Company to invest in. There can be no
assurance that the Manager or the Commodity Traders will be able to do so or that the Company will be
able to invest its assets on attractive terms or generate any investment returns for Shareholders or indeed
avoid investment losses.

The ability to invest the assets of the Company in appropriate investments may be constrained by lack of
capacity in targeted commodities, or in the market generally. The growth in interest in, and demand for,
investment in agricultural commodity contracts and derivatives and other agricultural commodity-related
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investments may result in greater competition in the market and may reduce the opportunities available to
the Manager and the Commodity Traders to invest the Company’s assets.

The success of the Company depends on the Manager’s ability to select the right investments and
Commodity Traders and to manage risk at the Portfolio level. Furthermore, the success of the Company
also depends on the ability of the Commodity Traders to develop and implement successful Trading
Strategies and to select the right investments. In taking on responsibility for the investment of the assets of
the Company, the Manager will be increasing its overall assets under management.

The target returns included in this Prospectus are based on projections and the Company cannot
guarantee that it will meet or exceed the targets in the future

The target return figures included on pages 4 and 28 of this Prospectus are targets only and are based on
performance projections of the Company’s investment policy and strategy, market conditions and economic
environment at the time of assessing the proposed targets, and are therefore subject to change. There is no
guarantee that the target returns of the Company can be achieved at the levels set out in this Prospectus. A
variety of factors, including changes in financial market conditions, interest rates, government regulations,
the worldwide economic environment, climate change or the occurrence of risks described elsewhere in this
Prospectus could adversely impact the Company’s ability to achieve its target returns. Potential investors
should not place any reliance on such target returns in deciding whether to invest in the Company. A failure
by the Company to achieve its target returns could adversely impact the value of the Company and thereby
the value of the Shares.

Investment in the Company is suitable only for sophisticated investors

The Company’s assets are currently substantially invested in an actively managed portfolio of primarily
exchange-traded agricultural commodities contracts and derivatives, and substantially all of the net
proceeds of the Placing will be similarly invested. Such investments are only suitable for sophisticated
investors who fully understand and are willing to assume the risks involved in such investments. Potential
investors should have regard to this when considering an investment in the Company. To optimise returns,
Shareholders may need to hold the Shares on a long-term basis and they are not suitable for short-term
investment.

The Company’s Net Asset Value may be, to a degree, based on valuations which may be inaccurate, out
of date or in need of adjustment

The Administrator publishes the Net Asset Value per Share of the Company as at the end of each week as
soon as practicable after the relevant end of week. In calculating the Net Asset Value and the Net Asset
Value per Share, the value of the Company’s assets are determined in accordance with applicable
international accounting standards.

Valuations of the Portfolio are generally made on valuation information in respect of investments in the
Portfolio provided by the Manager, Clearing Brokers and/or Commodity Traders. Clearing Brokers and
Commodity Traders in most cases provide valuation information and estimates as at each close of Business
Day. Although the Administrator evaluates all such information and data, the Administrator is generally not
in a position to confirm the completeness, genuineness or accuracy of such information or data. In addition,
to the extent that such information is not available in a timely manner, the Net Asset Value per Share is
published based on estimated values and on the basis of the information available to the Administrator at
the time. There can be no guarantee that the Company’s investments could ultimately be realised at any
such valuation. Such estimates are unaudited and may be subject to little independent verification or other
due diligence and may not comply with generally accepted accounting practices or other valuation
principles.

In addition, any investments that are not in the form of Managed Accounts may not generate estimates of
the value of investments, or may do so irregularly, with the result that the values of such investments may

9

PR1.4(XV)

PR5.2.1(SSN)



be estimated by and at the discretion of the Administrator. Shareholders should bear in mind that the actual
Net Asset Values may be materially different from the estimated values when placing reliance on any
valuations provided by the Administrator. In the event that a price or valuation estimate accepted by the
Company in relation to an investment subsequently proves to be incorrect or varies from the final published
price, no adjustment to any previously published Net Asset Value per Share will be made.

The value at which the Company’s investments can be liquidated may differ, sometimes significantly, from
the valuations obtained by the Company. In addition, the timing of liquidations may also affect the values
obtained on liquidation.

The Company has no employees and is reliant on the performance of third party service providers

The Company has no employees and the Directors have all been appointed on a non-executive basis. The
Company is therefore reliant upon the performance of third party service providers for its executive
function. In particular, the Manager, Commodity Traders, the Administrator, Clearing Brokers and the
Registrar will be performing services which are integral to the operation of the Company. Failure by any
service provider to carry out its obligations to the Company in accordance with the terms of its appointment
could have a materially detrimental impact on the operation of the Company and could affect the ability of
the Company to successfully pursue its investment policy.

Diversification

The Company seeks to diversify its assets through investments in various agricultural Complexes, Trading
Strategies and through different Commodity Traders. The Company will not invest more than 50 per cent.
of its Net Asset Value in any one Complex and no single Commodity Trader may, at the time of acquisition,
exceed 10 per cent. of the Company’s Net Asset Value. Such diversification may not be achieved if
insufficient investment opportunities are available or assets available for investment are insufficient. In
addition, although the diversification of the Company’s investments in a variety of Complexes is intended
to reduce the Company’s exposure to adverse events associated with specific Complexes, the number of
investments may be limited and investment opportunities may be highly concentrated in particular
Complexes. In addition, a number of Commodity Traders may invest in the same investments. As a
consequence, the Company’s returns as a whole may be adversely affected by the unfavourable
performance of even a single Trading Strategy or a single Commodity Trader or could be negatively
impacted by a single event if a number of Commodity Traders are affected by such event.

Investment phase

The Company expects the proceeds of each Offer to be substantially invested or committed (approximately
85 to 90 per cent.) within two months of the closing of the relevant Offer Period. Until such time as the
proceeds of the Placing are fully invested, such sums will be invested in assets with investment returns
which are materially lower than the target returns of the Company. An investment in the Company should
be considered as a long-term investment. Shareholders who dispose of their investment over the short or
medium-term may achieve a lower return on their investment as compared with Shareholders holding for
the longer term and they are more likely to receive a return which is below the target returns of the
Company. 

The Company may be adversely affected by currency movement

Potential investors should be aware that the Portfolio comprises, and is expected to continue to comprise,
predominantly US dollar denominated investments and that the Directors intend that all monies returned to
Shareholders and the reported Net Asset Value will be denominated in US dollars. Any depreciation in the
US dollar could have an adverse impact on the performance of the Company. The Company may enter into
currency hedging transactions in order to reduce the currency risk related to assets not denominated in US
dollars, but appropriate mechanisms on acceptable terms are not expected to be able to fully hedge all
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investments and there can be no guarantee that such hedging transactions will be effective or beneficial. In
certain circumstances such currency hedging may be expensive, reduce returns or result in losses to the
Company.

The Company may be adversely affected by the use of borrowings

The Company has the ability to incur borrowings of up to 25 per cent. of its Net Asset Value (at the time
of the drawdown) and the Company’s policy is to borrow up to a maximum of 10 per cent. of Net Asset
Value. Initially, the Board intends to use this only for short-term liquidity, working capital requirements and
to fund share buy backs. The use of such borrowings may have an adverse effect on the Company’s ability
to achieve its target returns.

Changes in laws or regulations governing the Company’s operations may adversely affect the Company’s
business

The Company is subject to laws and regulations enacted by national and local governments. In particular, the
Company is subject to and will be required to comply with certain regulatory requirements that are
applicable to listed closed-ended investment companies which are domiciled in Guernsey. These include
compliance with any decision of the GFSC. In addition, the Company is subject to the continuing obligations
imposed by the UK Listing Authority on all companies whose shares are listed on the Official List.

Any change in the law and regulation affecting the Company may have a material adverse affect on the
ability of the Company to carry on its business and successfully pursue its investment policy and on the
value of the Company. In such event, the investment returns of the Company may be materially adversely
affected.

For regulatory, tax and other purposes, the Company and the Shares may potentially be treated in different
ways in different jurisdictions. For instance, in certain jurisdictions and for certain purposes, the Shares
may be treated as more akin to holding units in a collective investment scheme. Furthermore, in certain
jurisdictions, the treatment of the Company and/or the Shares may be uncertain or subject to change, or it
may differ depending on the availability of certain information or disclosure by the Company of that
information. While it will continue to comply with all regulatory requirements placed upon it, the Company
may be constrained from disclosing or may find it unduly onerous to disclose any or all of such information
or to prepare or disclose such information in a form or manner, which satisfies the regulatory, tax or other
authorities in certain jurisdictions. Failure to disclose or make available information in the prescribed
manner or format, or at all, may adversely impact investors in those jurisdictions.

Changes in taxation may adversely affect the Company

Any change in the Company’s tax status or in taxation legislation or practice in Guernsey, the United
Kingdom or elsewhere could affect the value of the Company’s investments and the Company’s ability to
successfully pursue its investment policy, or alter the post tax returns to Shareholders. Statements in this
Prospectus concerning the taxation of the Company and UK Shareholders are based upon current UK and
Guernsey tax law and published practice, any aspect of which is in principle subject to change (potentially
with retrospective effect) that could adversely affect the ability of the Company to successfully pursue its
investment policy and which could adversely affect the taxation of Shareholders.

Potential investors are urged to consult their own independent tax advisers with respect to their particular
tax situations and the tax effects of an investment in the Company.

Changes to the tax residency of the Company could adversely affect the Company’s financial and
operating results

In order to maintain its non-UK resident status, the Company is required to be controlled and managed
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outside the United Kingdom. The composition of the Board, the place of residence of the individual
Directors and the location(s) in which the Board makes decisions will be important in determining and
maintaining the non-UK tax resident status of the Company. Although the Company is established outside
the United Kingdom and a majority of the Directors live outside the United Kingdom, continued attention
must be given to ensure that major decisions are not made in the United Kingdom or the Company may
lose its non-UK tax resident status. As such, management errors could potentially lead to the Company
being considered a UK tax resident which would negatively affect its financial and operating results, the
value of the Shares and/or the post tax return to the Shareholders.

Risks associated with the Manager

There are potential conflicts of interest which could impact the investment return

The Manager and its affiliates may from time to time act for other clients, which have a similar or different
investment objective and policy to that of the Company. Circumstances may arise where investment
opportunities will be available to the Company and which are also suitable for one or more such clients of
the Manager. Where a conflict arises in respect of an investment opportunity, the Manager will allocate the
opportunity on a fair basis.

The Manager may be unable to find suitable investments

The Company cannot be sure that the Manager and the Commodity Traders will be successful in obtaining
suitable investments on financially attractive terms or that, if the Manager and the Commodity Traders
make investments on the Company’s behalf, the investment policy will be successful.

The performance of the Company is dependent upon the investment strategy followed by the Manager
and the Manager’s expertise and upon its Directors for its future success

The success of the investment strategy to be followed by the Manager depends upon the Manager’s success
in correctly identifying investment opportunities, evaluating and selecting Commodity Traders and Trading
Strategies, correctly allocating assets to such investment opportunities, Commodity Traders and Trading
Strategies and creating a balanced Portfolio. No assurance can be given that the investment strategy to be
used will be successful under all or any market conditions.

The ability of the Company to successfully pursue its investment policy is significantly dependent upon the
expertise of the Manager and the principal members of its management team. The loss of any of these
persons could reduce the Company’s ability to successfully pursue its planned investment policy. The
Manager has endeavoured to ensure that the principal members of its management team are suitably
incentivised, but the retention of such persons cannot be guaranteed.

The Management Agreement can be terminated by the Manager or the Company in certain circumstances
upon twelve months’ written notice not expiring prior to the fourth anniversary of the First Admission.
Prospective investors should note that if the Manager is acting in accordance with the terms of the
Management Agreement, the Manager can only be removed by Shareholders approving a winding-up of the
Company. If the Management Agreement is terminated, no assurance can be given that the Company will
find a replacement investment manager of similar experience and calibre or that any delay in engaging a
new investment manager will not adversely impact the value of the Portfolio.

The departure of the Manager’s key personnel may negatively impact the ability of the Company to
successfully pursue its investment policy

The ability of the Company to successfully pursue its investment policy is dependent to a significant degree
upon the ability of the Manager to attract and retain suitable staff. The Company does not have employees
or own any facilities and depends on the Manager for the day-to-day management and operation of its
business.

12

PR3.5(XV)



The key personnel of the Manager are not subject to restrictions on their departure from the Manager. The
future ability of the Company to successfully pursue its investment policy may depend on the ability of the
Manager to recruit individuals of a similar experience and calibre. There is no guarantee that the Manager
would be able to do so or that any delay in doing so would not adversely impact the performance of the
Company.

Reputation risk in relation to the Manager may adversely affect the Company

The Manager may be exposed to reputational risks. In particular, the Manager may be exposed to the risk
that litigation, misconduct, operational failures, negative publicity and press speculation, whether or not it
is valid, will harm its reputation. Such negative publicity could be based on misconduct by a client,
allegations that it does not fully comply with regulatory requirements or anti-money laundering rules,
publicity about politically exposed persons in its client bases, allegations that a regulator is conducting
investigations involving it, or the conduct of business of introducers, third party managers or Commodity
Traders linked to it. Any damage to the reputation of the Manager could result in potential Commodity
Traders and Clearing Brokers being unwilling to deal with the Manager and by extension the Company.
This could have an impact on the ability of the Company to successfully pursue its investment policy.

Performance fees may create incentives for speculative investment by the Manager

The performance fees payable to the Manager may result in substantially higher payments to the Manager
than alternative arrangements in other types of investment vehicles. The existence of the performance fees
may create an incentive for the Manager to make riskier or more speculative investments than it would
otherwise make in the absence of such fees.

Risks relating to the investment policy and the Portfolio

Investing in the Shares may involve a high degree of risk

There can be no guarantee that the Company will be successful in pursuing its investment policy. The
Company’s ability to do so may be adversely affected in the event of significant or sustained changes in
market returns or volatility. Potential investors should regard an investment in the Company as long-term
in nature and they may not recover the full amount initially invested or any amount at all.

As with any investment, the Company’s investments may fall in value with the maximum loss to the
Company on such investments being equal to or greater than the value of the Company’s initial investment
and, where relevant, any gains or subsequent investments made by the Company.

The value of the Portfolio is subject to market risk

Market risk is risk associated with changes in market prices or rates. While the Company intends to hold a
diversified portfolio of investments, there are certain general market conditions in which any investment
strategy is unlikely to be profitable. The Manager has no ability to control or predict such market
conditions. Although, with respect to market risk, the Company’s investment approach is designed to
achieve broad diversification across exchanges for different Complexes in an attempt to reduce the
Company’s exposure to any Complex, from time to time multiple Complexes could move together against
the Company’s investments and the Company could suffer losses.

The performance of the Company’s investments depends to a great extent on correct assessments of the
future course of market price movements and other investments by Commodity Traders. There can be no
assurance that Commodity Traders will be able to predict accurately these price movements.

General economic and market conditions, such as currencies, interest rates, availability of credit, inflation
rates, economic uncertainty, changes in laws, trade barriers, currency exchange controls, national and
international political circumstances, environmental and climatic circumstances and events may affect the
price level, volatility and liquidity of investments in commodities and result in losses for the Company. 
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The Company operates in a highly competitive environment for investment opportunities

Competition for a limited capacity of attractive investment opportunities may lead to a delay in investment
of the Company’s assets.

The Portfolio will be subject to Commodity Trader risk

Commodity Trader risk is the risk of loss due to Commodity Trader fraud, intentional or inadvertent
deviations from their Trading Strategy, including excessive concentration, directional investing outside of
pre-defined ranges or in new markets, excessive risk taking, or simply poor judgement.

Although the Manager seeks to invest the Company’s assets through Commodity Traders who exercise the
highest level of integrity, and are operationally and organisationally meeting the highest standards, and the
Manager routinely and regularly oversees the Commodity Traders’ portfolios, the Manager has no control
over the day-to-day operations of any of the Commodity Traders. As a result, there can be no assurance that
every Commodity Trader will conform its conduct to these standards. The failure of operations, IT systems
or contingency/disaster recovery plans of a Commodity Trader may result in significant losses for the
Company.

Performance fees may create incentives for speculative investment by Commodity Traders

Contracts entered into by the Company with Commodity Traders may provide that certain performance fees
will be payable to Commodity Traders. The existence of such performance fees may create an incentive for
such Commodity Traders to make riskier or more speculative investments than they would otherwise make
in the absence of such fees.

The Portfolio will be subject to Clearing Broker risk and systemic risk

Clearing Broker risk is the risk of loss due to Clearing Broker fraud, intentional or inadvertent deviation
from the account management and margin guidelines, bankruptcy or simple error. 

Within the banking industry the default of any institution could lead to defaults by other institutions.
Recently, financial institutions have become concerned as to the exposure of other financial institutions to
sub-prime related investments and other investments affected by the current credit crisis and defaults have
occurred. Concerns about, or default by, one institution could lead to significant liquidity problems, losses
or defaults by other institutions because the commercial soundness of many financial institutions may be
closely related as a result of their credit, trading, clearing or other relationships. This risk is sometimes
referred to as “systemic risk” and may adversely affect Clearing Brokers and custodians with whom the
Company deals. The Company may therefore be exposed to systemic risk when it deals with Clearing
Brokers and custodians whose creditworthiness may be interlinked. 

The Manager and the Company seek to work with Clearing Brokers and custodians who they believe to be
large, stable, market leaders that meet the highest operational and organisational standards. All of the
Clearing Brokers appointed by the Company operate in accordance with the US Commodities Exchanges
Act, which dictates that all customer funds held by the Clearing Broker must be separately accounted for
and segregated as belonging to the customer. If a Clearing Broker acts in breach of the US Commodities
Exchanges Act and does not hold the Company’s funds in segregated accounts, then the Company may risk
a total loss of the funds on deposit in the event of a Clearing Broker bankruptcy or insolvency event.
Clearing Brokers are monitored by the Manager and by regulators, such as the US Commodity Futures
Trading Commission and where appropriate dual accounts are set up for an individual Commodity Trading
Advisor. Notwithstanding the approach of the Manager and the Company, there is no guarantee that there
will not be losses associated with Clearing Broker or custodian errors or default.

Any of these events could result in significant losses for the Company. 
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Liquidity of investments held by the Company and market characteristics

Investments held by the Company may themselves be or become illiquid which may affect the ability of the
Company to exit such investments and in turn the returns made by the Company. Such illiquidity may
result from various factors, such as the nature of the instrument being traded, or the nature and/or maturity
of the market in which it is being traded, the size of the position being traded, or because there is no
established market for the relevant instrument. Even where there is an established market, the price and/or
liquidity of instruments in that market may be materially affected by certain factors. Securities and
commodity exchanges typically have the right to suspend or limit trading in any instrument traded on that
exchange. It is also possible that a governmental authority may suspend or restrict trading on an exchange
or in particular securities, commodities or other instruments traded. A suspension could render it difficult
for the Company to liquidate positions and thereby might expose the Company to losses.

The market prices, if any, for such illiquid investments tend to be volatile and may not be readily
ascertainable and the Company may not be able to sell them when it desires to do so or to realise what it
perceives to be their fair value in the event of a sale. The size of the Company’s positions may magnify the
effect of a decrease in market liquidity for such instruments.

Derivatives

The Company, as part of its investment policy and/or for currency hedging purposes, utilises both
exchange-traded and over-the-counter derivatives, including, but not limited to, futures, forwards, swaps,
options and contracts for differences. These instruments can be highly volatile and can expose the
Company to a high risk of loss. The low initial margin deposits normally required to establish a position in
such instruments permit a high degree of leverage. As a result, depending on the type of instrument, a
relatively small movement in the price of a contract or the underlying commodities may result in a profit
or a loss which is high in proportion to the amount of funds actually placed as initial margin and may result
in further loss exceeding any margin deposited. The Company intends to maintain a margin to equity ratio
not exceeding 25 per cent. for the Portfolio. There can be no guarantee that the margin deposits will cover
all potential losses of the Company.

In addition, daily limits on price fluctuations and speculative position limits on exchanges may prevent
prompt liquidation of positions, resulting in potentially greater losses to the Company.

Furthermore, the use of derivative instruments involves certain special risks, including: (i) dependence on
the ability to predict movements in the price of underlying commodities; and (ii) when used for currency
hedging purposes, there may be an imperfect correlation between the returns on the derivative instruments
used for hedging and the returns on currency being hedged.

Certain derivative instruments are not traded on an exchange or subject to direct government regulation.
Rather, these instruments, which may be bilateral and customised as to terms, are traded through an
informal network of banks and other dealers, which have no obligation to make markets in these
instruments and, in light of the unregulated nature of the agreements evidencing the transactions, can apply
(and from time to time change) discretionary margin and credit requirements. Also, some instruments
traded off market may have fewer market makers, wider spreads between their quoted bid and asked prices
and lower trading volumes, resulting in comparatively greater price volatility and less liquidity than
instruments that are traded on major commodities or options exchanges or the market in general. It may
therefore be impossible to liquidate an existing position, to assess the value of a position or to assess the
exposure to risk. Contractual asymmetries and inefficiencies can also increase risk, such as break clauses,
whereby a counterparty can terminate a transaction on the basis of a certain reduction in value of an
underlying commodity, incorrect collateral calls or delays in collateral recovery.

Trading in derivatives may be unregulated or subject to less regulation than in other markets. Derivatives
markets are, in general, relatively new markets and there are uncertainties as to how these markets will
perform during periods of unusual price volatility or instability, market liquidity or credit distress.
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Transactions entered directly between two counterparties generally do not benefit from regulatory
protections and expose the parties to the risk of counterparty default. It is expected that all securities and
other assets deposited with custodians or Clearing Brokers will be clearly identified as being assets
(directly or indirectly) of the Company and hence the Company should not be exposed to a credit risk with
regard to such parties. However, it may not always be possible to achieve this and there may be practical
or time problems associated with enforcing rights to its assets in the case of an insolvency of any such
party.

The Company could suffer substantial losses from its derivatives holdings in these or other situations.

Options

The Company may buy and sell options on commodities. A writer of an option contract can, theoretically,
suffer unlimited losses whereas the buyer of an option can only lose the premium paid for that option. For
example, the buyer of a call option will lose all of the premium paid for the call if, on expiry, the market
price of the underlying commodity is below the strike price. The writer of a call option is obliged to sell,
to the buyer of the call option, the underlying commodity at the strike price of the option, regardless of the
market price at the time. The writer’s loss therefore is limited only by how high the market price could rise.

Futures trading

The Company may trade commodities futures and options. Futures prices can be highly volatile because of
the low margin deposits normally required in futures trading and because a high degree of leverage is
typical of a futures trading account. As a result, a relatively small price movement in a futures contract may
result in substantial losses to the investor. In addition, exchanges upon which futures are traded may limit
fluctuations in futures contract prices during a single day and thus during a single trading day no trades
may be executed at prices beyond the “daily limit”. Once the price of a particular futures contract has
increased or decreased by an amount equal to the daily limit, positions in that contract can be neither taken
nor liquidated unless Commodity Traders are willing to effect trades at or within the limit, which may
hinder the ability of the Company to trade.

Physicals trading

The Company may buy and sell physical positions in agricultural commodities. Daily limits on price
fluctuations or market factors may prevent prompt liquidation of positions. It may be impossible to
liquidate an existing position, to assess the value of a position or to assess the exposure to risk. The size of
the Company’s positions may magnify the effect of a decrease in market liquidity for such instruments.

The Company may be subject to the credit risk of counterparties

The Company is subject, among other matters, to the credit risk of counterparties to commodity contracts
and derivatives and fixed income investments issued by counterparties. If any such counterparty defaults or
for any reason does not make payments that it is obliged to pay the Company under such investments, there
may be a shortfall. 

Risks relating to investments in agricultural commodities

The Company is subject to the unique risks of commodity trading

If the Company purchases a commodity option, the Company may sustain a total loss of the premium and
of all transaction costs. If the Company purchases or sells a commodity future or sells a commodity option,
the Company may sustain a total loss of the initial margin funds and any additional funds that it deposits
with the broker to establish or maintain the position. If the market moves against a position, the Company
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may be called upon by the broker to deposit a substantial amount of additional margin funds on short notice
in order to maintain the position. If the Company does not provide the required funds within the prescribed
time, the position may be liquidated at a loss and the Company will be liable for any resulting deficit in its
account. The Company has set a maximum margin to equity guideline of 25 per cent. for the Portfolio, but
there can be no guarantee that this will be sufficient.

Under certain market conditions, the Company may find it difficult or impossible to liquidate a position.
This can occur for example when the market makes a ‘limit move’.

The placement of contingent orders by a Commodity Trader, such as a ‘stop-loss’ or ‘stop-limit’ order, will
not necessarily limit the Company’s losses to the intended amounts, since market conditions may make it
impossible to execute such orders.

A ‘spread’ position may not be less risky than a simple ‘long’ or ‘short’ position. Any of these elements or
events could result in significant losses for the Company.

Physical risks associated with agricultural commodities

Over production can negatively impact agricultural commodity prices and consequently the prices of
agricultural commodity-related investments. In addition, direct investment in agriculture (such as
agricultural land) has risks associated with weather, insects, disease and other physical risks. While these
risks generally have a positive impact on prices for exchange-traded agricultural commodity-related
investments, there can be no guarantee that this will occur.

Economic risks associated with agricultural commodities

Agriculture markets and the prices of individual agricultural commodity-related investments are highly
volatile. These investments may be affected by gearing, market speculation, interest rates and other
financial market conditions, global economic growth rates, population growth, population wealth, changing
consumer preferences, switching and trends, subsidies and trade agreements, climate change and other
factors. The impact of these factors can be both positive and negative.

General market forces could adversely affect demand for agricultural commodities

Demand for agricultural commodities cannot be assured.

Changes in government regulations and restrictions could adversely affect operating results of the
Company

Changes in government regulations, subsidies and policies could adversely affect agricultural commodity
prices which could adversely affect operating results of the Company. While these risks will generally have
a positive impact on spread trading strategies, there can be no guarantee that this will occur.

Risks relating to an investment in the Shares

General

An investment in the Shares carries the risk of loss of capital. The value of a Share can go down as well as
up and Shareholders may receive back less than the value of their initial investment and could lose all of
the investment.

It may be difficult for Shareholders to realise their investment and there may not be a liquid market in
the Shares

The price at which the Shares will be traded and the price at which investors may realise their investment
will be influenced by a large number of factors, some specific to the Company and its investments and
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some which may affect companies generally. Neither the First Admission of the Existing Shares, nor the
proposed Admission of the Placing Shares, should be taken as implying that there is or will be a liquid
market for the Shares particularly as the Company has and may continue to have a limited number of
Shareholders. Consequently, the market price of the Shares may be subject to greater fluctuation on small
volumes of trading of Shares and the Shares may be difficult to sell at a particular price. The market price
of the Shares may not reflect the underlying value of the Company’s net assets.

The Company does not have a fixed winding-up date and, therefore, unless Shareholders vote to wind up
the Company following the seventh anniversary of the First Admission, Shareholders may be able to realise
their investment only through selling their Shares in the market.

The Company has been established as a listed closed-ended vehicle. Accordingly, Shareholders will have
no right to have their Shares redeemed or repurchased by the Company at any time. While the Directors
retain the right to effect repurchase of Shares in the manner described in this Prospectus, they are under no
obligation to use such powers at any time and Shareholders should not place any reliance on the willingness
of the Directors so to act. Shareholders wishing to realise their investment in the Company will therefore
be required to dispose of their Shares on the market. There can be no guarantee that a liquid market in the
Shares will exist at any particular time in the future or that the Shares will trade at prices close to their
underlying Net Asset Value. Accordingly, Shareholders may be unable to realise their investment at Net
Asset Value or at all.

There may be a limited number of holders of the Shares from time to time. Limited numbers of holders of
the Shares may mean that there is limited liquidity in the Shares which may affect (i) an investor’s ability
to realise some or all of his investment and/or (ii) the price at which such investor can effect such
realisation and/or (iii) the price at which the Shares trade in the secondary market.

Discount to Net Asset Value and volatility

The Shares may trade at a discount to Net Asset Value per Share for a variety of reasons, including due to
market conditions or to the extent investors undervalue the management activities of the Manager. While
the Directors intend to implement a policy seeking to mitigate any discount to Net Asset Value per Share,
there can be no guarantee that this will be successful. In addition, the volatility of the Shares may be greater
than the underlying Net Asset Value per Share volatility.

The Company is not subject to pre-emption rights and subsequent issues of Shares may have a
detrimental effect on the Net Asset Value per Share and market price of the Shares

Under the laws of Guernsey, to which the Company is subject, there are no rules restricting the ability of
the Directors to issue additional Shares on a non pre-emptive basis at any time. In the event that the
Directors were to issue further Shares or reissue Shares held in treasury in the future the Net Asset Value
per Share and the trading price of the Shares may be adversely affected.

Prospective investors should therefore consider carefully whether investment in the Company is
suitable for them, in light of the risk factors outlined above, their personal circumstances and the
financial resources available to them.
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IMPORTANT NOTICES

This Prospectus does not constitute, and may not be used for the purposes of, an offer or an invitation to
subscribe for any Placing Shares by any person (i) in any jurisdiction in which such offer or invitation is
not authorised; or (ii) in any jurisdiction in which the person making such offer or invitation is not qualified
to do so; or (iii) to any person to whom it is unlawful to make such offer or invitation; or (iv) for
distribution in and into the United States or to or for the account or benefit of any US person (within the
meaning of Regulation S under the Securities Act). In particular, the Placing Shares have not been, and will
not be, registered under the Securities Act or with any securities regulatory authority of any State or other
jurisdiction of the United States and may not be offered or sold within the United States, or to, or for the
account or benefit of, US Persons (as defined in Regulation S) except pursuant to an exemption from such
registration. In addition the Company has not been and will not be registered under the Investment
Company Act and investors will not be entitled to the benefits of the Investment Company Act. The
Placing Shares have not been approved or disapproved by the US Securities and Exchange Commission,
any State securities commission in the United States or any other US regulatory authority, nor have any of
the foregoing authorities endorsed the merits of the offering of the Placing Shares in the United States or
to US Persons or passed upon whether such offering may constitute a violation of US law. Applicants for
Placing Shares will be required to certify that they are not “US Persons” and are not subscribing for Placing
Shares on behalf of US Persons. 

None of the Company, the Manager, BDO Stoy Hayward LLP, or their respective representatives is making
any representation to any offeree or purchaser of the Placing Shares offered hereby regarding the legality
of an investment by such offeree or purchaser under appropriate investment or similar laws. Each investor
should consult with his, her or its own advisers as to the legal, tax, business, financial and related aspects
of purchase or subscription of the Placing Shares.

The Placing Shares have not been, and will not be, registered under the relevant securities laws of Canada,
Australia or Japan. Accordingly, and subject to certain exemptions, the Placing Shares may not be offered,
sold or delivered, directly or indirectly, in or into Canada, Australia or Japan or to or for the account or
benefit of any national, resident or citizen of Canada, Australia or Japan.

Notice to prospective investors in the European Economic Area

In relation to each member state of the European Economic Area which has implemented the Prospectus
Directive (each, a “Relevant Member State”), an offer to the public of the Placing Shares may only be
made once a prospectus has been passported in accordance with the Prospectus Directive as implemented
by the Relevant Member State. This Prospectus has not been passported into any Relevant Member State,
therefore, an offer to the public in a Relevant Member State of the Placing Shares may only be made
pursuant to the following exemptions under the Prospectus Directive, if they have been implemented in that
Relevant Member State:

(a) to legal entities which are authorised or regulated to operate in the financial markets or, if not so
authorised or regulated, whose corporate purpose is solely to invest in securities;

(b) to any legal entity which has two or more of (1) an average of at least 250 employees during the last
financial year; (2) a total balance sheet of more than s43,000,000 and (3) an annual net turnover of
more than s50,000,000, as shown in its last annual or consolidated accounts;

(c) to fewer than 100 natural or legal persons (other than qualified investors as defined in the Prospectus
Directive); or

(d) in any other circumstances falling within Article 3(2) of the Prospectus Directive,

provided that no such offer of Placing Shares shall result in a requirement for the publication by the
Company or the Manager of a prospectus pursuant to Article 3 of the Prospectus Directive.
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For the purposes of this provision, the expression an “offer to the public” in relation to any offer of Placing
Shares in any Relevant Member State means the communication in any form and by any means of
sufficient information on the terms of the offer and any Placing Shares to be offered so as to enable an
investor to decide to purchase or subscribe for the Placing Shares, as the same may be varied in that
Relevant Member State by any measure implementing the Prospectus Directive in that Relevant Member
State and the expression “Prospectus Directive” means Directive 2003/71/EC and includes any relevant
implementing measure in each Relevant Member State.

During the period up to but excluding the date on which the Prospectus Directive is implemented in
member states of the European Economic Area, this Prospectus may not be used for, or in connection with,
and does not constitute, any offer of Placing Shares or an invitation to purchase or subscribe for any
Placing Shares in any member state of the European Economic Area in which such offer or invitation
would be unlawful.

The distribution of this Prospectus in other jurisdictions may be restricted by law and therefore persons into
whose possession this Prospectus comes should inform themselves about and observe any such restrictions.

Each investor, when purchasing Placing Shares, represents to the Company, the Manager and BDO Stoy
Hayward LLP that such investor will only market, offer or (re-)sell the Placing Shares in any member state
of the European Economic Area in accordance with the provisions of the Prospectus Directive and
applicable national legislation implementing the Prospectus Directive in a way which will not result in a
requirement for the publication by the Company or the Manager of a prospectus pursuant to Article 3 of the
Prospectus Directive. Because of the foregoing restrictions, investors are advised to consult legal counsel
prior to making any resale of the Placing Shares.

Notice to prospective investors in Belgium

This Prospectus has not been approved in Belgium and is not intended to constitute, and may not be
construed as, a public offering in the Kingdom of Belgium. Accordingly, this Prospectus may not be
distributed or circulated to, and the Placing Shares may not be offered or sold to, any member of the public
in the Kingdom of Belgium other than qualified investors listed in article 10 of the Law of 16 June 2006
on the public offer of investment instruments and the admission to trading of investment instruments on a
regulated market, or investors subscribing for a minimum amount of h50,000 each for each separate offer
and, provided that any such investor qualifies as a consumer within the meaning of article 1.7 of the Law
of 14 July 1991 on consumer protection and trade practices (the “Consumer Protection Law”), such offer
or sale is made in compliance with the provisions of the Consumer Protection Law and its implementing
legislation. 

Notice to prospective investors in Denmark

This Prospectus does not constitute a prospectus under any Danish laws or regulations and has not been
filed with or approved by the Danish Financial Supervisory Authority as this Prospectus has not been
prepared in the context of either: (i) a public offering of securities in Denmark within the meaning of the
Danish Securities Trading etc. Act No. 479/2006 as amended from time to time or any Executive Orders
issued in connection thereto or (ii) an offering of a collective investment scheme comprised by the Danish
Investment Association Act No. 55/2006 as amended from time to time or any Executive Orders issued in
connection thereto. 

Notice to prospective investors in France

This Prospectus and related documents have not been approved by the competent regulatory authority in
France and are not intended to constitute, and may not be construed as, a public offer in France. The
Placing Shares have not been offered or sold and will not be offered or sold, directly or indirectly, to the
public in France, provided that offers, sales and distributions may be made in France only to (a) providers
of the investment service of portfolio management for the account of third parties; (b) qualified investors
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(investisseurs qualifies); and/or (c) to a restricted circle of investors, all as defined in, and in accordance
with, Articles L.411-1, L.411-2, D.411-1 and D.411-4 of the French Code monetaire et financier.

The Placing Shares may be resold directly or indirectly only in compliance with Articles L.411-2, L.412-1
and L.621-8 to L.621-8-3 of the French Code monetaire et financier.

Notice to prospective investors in Guernsey

Placing Shares are not to be offered directly to the public within Guernsey, such public being defined in the
Guidance Document as any person not regulated under any of Guernsey’s financial services regulatory
laws. 

Notice to prospective investors in Hong Kong

The contents of this Prospectus have not been reviewed by any regulatory authority in Hong Kong. You are
advised to exercise caution in relation to the Placing. If you are in any doubt about any of the contents of
this Prospectus, you should obtain independent professional advice.

Please note that (i) the Placing Shares may not be offered or sold in Hong Kong by means of this
Prospectus or any other document other than to professional investors within the meaning of Part 1 of
Schedule 1 to the Securities and Futures Ordinance of Hong Kong (Cap. 571) and any rules made
thereunder (professional investors), or in other circumstances which do not result in this Prospectus being
a “prospectus” as defined in the Companies Ordinance of Hong Kong (Cap. 32) or which do not constitute
an offer or invitation to the public for the purposes of the Companies Ordinance, and (2) no person shall
issue or possess for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement,
invitation or document relating to Placing Shares which is directed at, or the contents of which are likely to
be accessed or read by, the public in Hong Kong (except if permitted to do so under the securities laws of
Hong Kong) other than with respect to Placing Shares which are or are intended to be disposed of only to
persons outside Hong Kong or only to such professional investors. 

Notice to prospective investors in Italy

This Prospectus and the offering of the Placing Shares have not been cleared by CONSOB (the Italian
Securities Exchange Commission) nor by the Bank of Italy and, therefore, no Placing Shares may be
offered, nor may copies of this Prospectus or any other documentation relating to the Placing Shares be
distributed, in the Republic of Italy.

The Placing Shares may be offered and copies of this Prospectus or any other documentation relating to the
Placing Shares may be distributed in the Republic of Italy, providing that the requirements of Italian law
concerning the offering of securities have been complied with, including: (i) the requirements set forth by
Article 42 and by Article 94 and seq. of Legislative Decree 24 February 1998 No. 58 and CONSOB
regulation No. 11971 of May 14 1999, and (ii) all other Italian securities tax and exchange controls and any
other applicable rules and regulations.

Notice to prospective investors in Luxembourg

In addition to the cases described in the Notice to prospective investors in the European Economic Area set
out above in which the Company and the Manager can make an offer of the Placing Shares pursuant to
Article 3 of the Prospectus Directive in a Relevant Member State (including the Grand Duchy of
Luxembourg), the Company and the Manager can also make an offer of the Placing Shares in the Grand
Duchy of Luxembourg:

(a) at any time, to national and regional governments, central banks, international and supranational
institutions (such as the International Monetary Fund, the European Central Bank, the European
Investment Bank) and other similar international organisations;
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(b) at any time, to legal entities which are authorised or regulated to operate in the financial markets
(including, credit institutions, investment firms, other authorised or regulated financial institutions,
insurance companies, undertakings for collective investment and their management companies,
pension and investment funds and their management companies, commodity dealers) as well as
entities not so authorised or regulated whose corporate purpose is solely to invest in securities; and

(c) at any time, to certain natural persons or small and medium-sized enterprises (as defined in the
Luxembourg act dated 10 July 2005 on prospectuses for securities implementing the Prospectus
Directive into Luxembourg law) recorded in the register of natural persons or small and medium-
sized enterprises considered as qualified investors as held by the Commission de surveillance du
secteur financier as competent authority in Luxembourg in accordance with the Prospectus
Directive.

Notice to prospective investors in The Netherlands

The Placing Shares may not be offered, sold, transferred or delivered in The Netherlands, as part of their
initial distribution, or at any time thereafter, directly or indirectly, other than:

(a) to legal entities which are authorised to operate in the financial markets or, if not so authorised or
regulated, whose corporate purpose is solely to invest in securities;

(b) to any legal entity which has two or more of (1) an average of at least 250 employees during the last
financial year; (2) a total balance sheet of more than s43,000,000 and (3) an annual net turnover of
more than s50,000,000, as shown in its last annual or consolidated accounts;

(c) to individuals or legal entities to each of which the Placing Shares are only offered as a package of
which the amount of the first payment is at least s50,000; or

(d) in accordance with any other exemption listed in the Financial Markets Supervision Act Exemption
Regulation (Vrijstellingsregeling Wft).

Note that pursuant to the Dutch Financial Markets Supervision Act (Wet op het financieel toezicht) and the
rules promulgated thereunder the Company is not required to have a licence to offer the Placing Shares.
The Company is not being supervised by The Netherlands Authority of the Financial Markets (Autorieteit
Financiele Markten). 

Notice to prospective investors in Portugal

No offer or sale of Placing Shares may be made in Portugal except under circumstances that will result in
compliance with the rules concerning marketing of such Placing Shares and with the laws of Portugal
generally.

No notification has been made nor has any been requested from the Securities Market Commission
(Commissao do Mercado de Valores Mobiliarios) for the marketing of the Placing Shares referred to in this
Prospectus, therefore the same cannot be offered to the public in Portugal.

Accordingly, no Placing Shares have been or may be offered or sold to unidentified addressees or to 100 or
more non-qualified Portuguese resident investors and no offer has been preceded or followed by promotion
or solicitation to unidentified investors, public advertisement, publication of any promotional material or in
any similar manner.

In particular, this Prospectus and the offer of the Placing Shares is only intended for Qualified Investors
acting as final investors. Qualified Investors within the meaning of the Securities Code (Codigo do Valores
Mobiliarios) includes credit institutions, investment firms, insurance companies, collective investment
institutions and their respective managing companies, pension funds and their respective pension fund-
managing companies, other authorised or regulated financial institutions, notably securitisation funds and
their respective management companies and all other financial companies, securitisation companies,
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venture capital companies, venture capital funds and their respective management companies, financial
institutions incorporated in a state that is not a member state of the EU that carry out activities similar to
those previously mentioned, entities trading in financial instruments related to commodities and regional
and national governments, central banks and public bodies that manage debt, supranational or international
institutions, namely the European Central Bank, the European Investment Bank, the International Monetary
Fund and the World Bank, as well as entities whose corporate purpose is solely to invest in securities and
any legal entity which has two or more of (1) an average of at least 250 employees during the last financial
year; (2) a total balance sheet of more than s43,000,000; and (3) an annual net turnover of more than
s50,000,000, all as shown in its last annual or consolidated accounts. 

Notice to prospective investors in Singapore

This Prospectus has not been registered as a prospectus with the Monetary Authority of Singapore under
the Securities and Futures Act, Chapter 289 of Singapore (the “Securities and Futures Act”). Accordingly,
the Placing Shares may not be offered or sold or made the subject of an invitation for subscription or
purchase, nor may this Prospectus or any other document or material in connection with the offer or sale or
invitation for subscription or purchase of any Placing Shares be circulated or distributed, whether directly
or indirectly, to any person in Singapore other than (a) to an institutional investor pursuant to Section 274
of the Securities and Futures Act, (b) to a relevant person, or any person pursuant to Section 275 of the
Securities and Futures Act, or (c) pursuant to, and in accordance with the conditions of, any other
applicable provision of the Securities and Futures Act.

Each of the following relevant persons specified in Section 275 of the Securities and Futures Act who has
subscribed for or purchased Placing Shares, namely a person who is:

(a) a corporation (which is not an accredited investor) the sole business of which is to hold investments
and the entire share capital of which is owned by one or more individuals, each of whom is an
accredited investor; or

(b) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and
each beneficiary is an accredited investor,

should note that shares, debentures and units of shares and debentures of that corporation or the
beneficiaries’ rights and interest in that trust shall not be transferable for six months after that corporation
or that trust has acquired the shares under Section 275 of the Securities and Futures Act except:

(i) to an institutional investor under Section 274 of the Securities and Futures Act or to a relevant
person, or any person pursuant to Section 275(1A) of the Securities and Futures Act, and in
accordance with the conditions, specified in Section 275 of the Securities and Futures Act;

(ii) where no consideration is given for the transfer; or

(iii) by operation of law. 

Notice to prospective investors in Spain

This Prospectus has not been approved and registered with CNMV (Comision Nacional del Mercado de
Valores, the Spanish Stock Market Commission). In this sense, as long as the Company is considered under
the Law 35/2003 on Collective Investment Institutions as a Closed Ended fund, this Prospectus does not
constitute a public offer of securities according to Article 30 bis of Spanish Securities Market Act of 28th
of July, as the exemption to registration introduced by such Article is fully applicable for offers:

(i) addressed to qualified investors;

(ii) addressed to less than 100 natural or legal persons in the Member State, without including qualified
investors;

(iii) involving an amount of s50,000 for each separate offer;
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(iv) having a denomination of more than s50,000 for each security;

(v) with a total consideration of less than s2,500,000 (this limit will be calculated within a 12 month
period),

are not deemed to be an public offering and registration in not required. 

Notice to prospective investors in Switzerland

The Company qualifies as a foreign closed-ended collective investment scheme pursuant to art. 119 para. 2
of the Swiss Federal Act on Collective Investment Schemes (“CISA”). The Placing Shares will not be
licensed for public distribution in and from Switzerland and they may only be offered and sold to so called
“qualified investors” in accordance with the private placement exemptions set forth by CISA (in particular
art. 10 para. 3 CISA and art. 6 of the ordnance to CISA). The term qualified investors includes, inter alia,
high net-worth individuals who have provided written confirmation that they hold directly or indirectly
financial investments (“bankable assets”) worth at least CHF 2,000,000. The Company is not subject to the
supervision of the Swiss Federal Banking Commission (the “SFBC”). Therefore, investors in the Placing
Shares are not eligible for the specific investor protection provided by CISA and the supervision of the
SFBC. 

The Placing Shares may not be publicly offered, distributed or re-distributed on a professional basis in or
from Switzerland and neither this Prospectus nor any other solicitation for investments in the Placing
Shares may be communicated or distributed in Switzerland in any way that could constitute a public
offering within the meaning of Article 652a of the Swiss Code of Obligations. This Prospectus may not be
copied, reproduced, distributed or passed on to others without the Company’s prior written consent. This
Prospectus is not a prospectus within the meaning of Article 652a of the Swiss Code of Obligations or a
listing prospectus according to Article 32 et seq. of the Listing Rules of the SWX Swiss Exchange and may
not comply with the information standards required thereunder. No application for a listing of the Placing
Shares on any Swiss stock exchange will be made and this Prospectus may not comply with the information
required under the relevant listing rules.

General

The Company is a Registered Closed-ended Investment Fund pursuant to the framework introduced by the
Guidance Document issued by the GFSC dated February 2007. Placing Shares may not be offered directly
to the public within Guernsey, such public being defined in the Guidance Document as being any person
not regulated under any of Guernsey’s financial services regulatory laws.

Consent under the Control of Borrowing (Bailiwick of Guernsey) Ordinance, 1959 as amended was
obtained for the raising of money by the issue of Existing Shares in November 2007. To receive such
consent application was made under the GFSC’s framework relating to Registered Closed-ended
Investment Funds. Under this framework neither the GFSC nor the States of Guernsey Policy Council
reviewed any prospectus relating to the Existing Shares but instead relied on specific warranties provided
by HSBC Securities Services (Guernsey) Limited as Administrator. Neither the GFSC nor the States of
Guernsey Policy Council took any responsibility for the financial soundness of the Company or for the
correctness of any of the statements made or opinions expressed with regard to it. Notification of the
proposed Offers of the Placing Shares has been made to the GFSC. The GFSC has not reviewed this
Prospectus and it, together with the States of Guernsey Policy Council, continues to take no responsibility
for the financial soundness of the Company or for the correctness of any statements made or opinions
expressed with regard to it.

Prospective investors should rely only on the information contained in this Prospectus. No broker, dealer or
other person has been authorised by the Company, its Directors, the Manager or BDO Stoy Hayward LLP
to issue any advertisement or to give any information or to make any representation in connection with the
offering or sale of the Placing Shares other than those contained in this Prospectus and, if issued, given or
made, any such advertisement, information or representation must not be relied upon as having been
authorised by the Company, its Directors, the Manager or BDO Stoy Hayward LLP.
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Prospective investors should not treat the contents of this Prospectus as advice relating to legal, taxation,
investment or any other matters. Prospective investors should inform themselves as to: (a) the legal
requirements within their own countries for the purchase, holding, transfer, redemption or other disposal of
Placing Shares; (b) any foreign exchange restrictions applicable to the purchase, holding, transfer,
redemption or other disposal of Placing Shares which they might encounter; and (c) the income and other
tax consequences which may apply in their own countries as a result of the purchase, holding, transfer,
redemption or other disposal of Placing Shares. Prospective investors must rely upon their own
representatives, including their own legal advisers and accountants, as to legal, tax, investment or any other
related matters concerning the Company and an investment therein.

BDO Stoy Hayward LLP does not make any representations, express or implied, or accept any
responsibility whatsoever for the contents of this Prospectus nor for any other statement made or purported
to be made by it or on its or their behalf in connection with the Company, the Placing Shares or the Placing.
BDO Stoy Hayward LLP accordingly disclaims all and any liability (save for any statutory liability that
applies to BDO Stoy Hayward LLP as sponsor through FSMA) whether arising in tort or contract or
otherwise which it might otherwise have in respect of this Prospectus or any such statement.

Statements made in this Prospectus are based on the law and practice currently in force in Guernsey and in
England and Wales and are subject to changes therein.

This Prospectus should be read in its entirety before making any application for Placing Shares.

Application for Admission of the Placing Shares to be issued over the course of the Placing to listing on
the Official List and to trading on the London Stock Exchange’s main market for listed securities will be
made to the UK Listing Authority and the London Stock Exchange respectively in advance of the allotment
of Placing Shares pursuant to the relevant Offer. It is expected that Admission of the Placing Shares to be
issued pursuant to the First Offer will become effective and dealings in such Placing Shares will commence
on 5 February 2009. It is expected that Admission of the Placing Shares to be issued pursuant to each
subsequent Offer will become effective and dealings in such Placing Shares will commence on the fourth
Business Day following the closing of each Offer Period in respect of the Placing. 

All times and dates referred to in this Prospectus are, unless otherwise stated, references to London times
and dates.

Neither the contents of the Company’s website, nor the contents of the Manager’s website, form part of this
Prospectus.

This Prospectus contains certain forward-looking statements based on assumptions and expectations of
future performance, taking into account currently available information. These assumptions and
expectations may change as a result of many possible events or factors, not all of which are known.
Investors should consider this risk before making an investment decision and should read in full the Risk
Factors set out on pages 8 to 18 of this Prospectus.
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EXPECTED TIMETABLE

2009
First Offer

Opening of First Offer 19 January

Closing of First Offer 30 January

Results of First Offer announced On or before 5 February

Dealings in Placing Shares commence on the London Stock Exchange 5 February

CREST stock accounts credited 5 February

Certificates for Placing Shares dispatched On or before 27 February

Subsequent Offer Periods

Opening of Offer Periods 17 April

20 July

19 October

Closing of Offer Periods 30 April

31 July

30 October

Results of subsequent Offers announced Within four Business Days of the closing
of the relevant Offer Period

Dealings in Placing Shares commence on the Four Business Days from the closing
London Stock Exchange of the relevant Offer Period

CREST stock accounts credited Four Business Days from the closing
of the relevant Offer Period

Certificates for Placing Shares dispatched Within 20 Business Days of the closing
of the relevant Offer Period

PLACING STATISTICS*

Number of Shares in issue following the Placing Approximately 368 million

Gross Proceeds of the Placing* Up to US$250 million

Net proceeds of the Placing to be received by the Company Approximately US$243 million

Placing Price per Placing Share for each Offer** To be announced

* Assuming that Placing Shares with an aggregate value, at the Placing Price, of US$250 million are subscribed for
pursuant to the Placing and assuming that the Placing Price for all Placing Shares is US$1.09 (being the estimated
unaudited Net Asset Value per Share of US$1.04 as at 7 November 2008, as published by the Company on 18 November
2008, being the latest practicable date prior to the publication of this Prospectus plus 4.75 per cent. of the NAV per
Share in respect of the costs and expenses of the Placing).

** The Placing Price per Placing Share for each Offer will be at least the estimated unaudited Net Asset Value per Share
published immediately prior to the close of the relevant Offer Period adjusted to allow for the costs and expenses of the
relevant Offer. Whilst the Placing Price per Placing Share will always be at least that amount, there can be no certainty
that the Net Asset Value per Share will be the same as the Net Asset Value per Share of US$1.04 (as at 7 November
2008, as published by the Company on 18 November 2008, being the latest practicable date prior to the publication of
this Prospectus). It may be higher or lower.
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PART I

INFORMATION ON THE COMPANY

Introduction

Ceres Agriculture Fund Limited is a closed-ended investment company registered and incorporated in
Guernsey. The Company was established pursuant to the framework introduced by the Guidance Document
issued by the GFSC.

The Company aims to provide capital appreciation through diversified exposure to an actively managed
portfolio of primarily exchange-traded agricultural commodity contracts and derivatives and other
agricultural commodity-related investments. The Company raised approximately US$130 million in
November 2007 through its initial placing of Shares issued pursuant to the First Admission and
approximately 85 per cent. of its assets were invested within the first month after First Admission.
Following a further issue of Shares raising approximately US$5 million in April 2008, the Company’s
assets are now, as far as practicable, fully invested. For operational reasons, the Company is likely to hold
up to 2 per cent. of its assets in cash not allocated to any Managed Account at any time.

The Company is targeting average annual returns of 12 to 18 per cent. per annum, net of applicable taxes
and fees, although in individual periods returns can vary. In the period from First Admission on
27 November 2007 to 7 November 2008 (being the date of the most recently published Net Asset Value
prior to the publication of this Prospectus, as published by the Company on 18 November 2008) the
unaudited estimated Net Asset Value per Share increased from US$0.97 to US$1.04.

FourWinds Capital Management is the manager of the Company with responsibility for the discretionary
management of the Company’s assets. The Manager’s management team has a proven track record of
generating returns and managing risk across diverse baskets of actively-managed commodities investments,
including the multiple Complexes of the agriculture universe. The day-to-day commodities management is
mainly carried out through Managed Accounts, or similar structures, operated by external Commodity
Traders selected by the Manager.

The Company is proposing to raise up to US$250 million, through a series of Offers, together comprising
the Placing to take place in the period from January 2009 until November 2009. The net proceeds of the
Placing will be invested by the Manager in accordance with the investment policy and objective of the
Company.

Application for Admission of the Placing Shares to be issued over the course of the Placing to listing on
the Official List and to trading on the London Stock Exchange’s main market for listed securities will be
made to the UK Listing Authority and the London Stock Exchange respectively in advance of the allotment
of Placing Shares pursuant to the relevant Offer. It is expected that Admission of the Placing Shares to be
issued pursuant to the First Offer will become effective and dealings in such Placing Shares will commence
on 5 February 2009. It is expected that Admission of the Placing Shares to be issued pursuant to each
subsequent Offer will become effective and dealings in such Placing Shares will commence on the fourth
Business Day following the closing of each Offer Period in respect of the Placing. 

A regulatory information service announcement will be made in advance of any Offer confirming the
specific details of the Offer.

The Company does not have a fixed life but a resolution for the Company to continue in its current form
will be presented to the Shareholders at the annual general meeting following the seventh anniversary of
the First Admission and every three years thereafter.

The Directors consider that an investment in the Company should be regarded as long term in nature and
is suitable only for sophisticated investors, investment professionals, high net worth bodies corporate,
unincorporated associations and partnerships and trustees of high value trusts, in each case, who can bear
the economic risk of a substantial or entire loss of their investment and who can accept that there may be
limited liquidity in the Shares.
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Investment policy 

The Company’s investment objective is to provide capital appreciation through diversified exposure to an
actively managed portfolio of primarily exchange-traded agricultural commodity contracts and derivatives
and other agricultural commodity-related investments.

Diversification

The Portfolio will be diversified by agricultural Complex: Grains (such as corn, wheat, soy, rapeseed, oats,
rice), Tropicals (such as cocoa, coffee, sugar, rubber, orange juice), Fibers (such as cotton, wool, silk) and
Livestock (such as live cattle and lean hogs); by Trading Strategy; and by Commodity Trader, to provide
sustainable returns and to control volatility.

Asset allocation

The Company will invest in at least three different agricultural Complexes and will invest no more than a
maximum of 50 per cent. of its Net Asset Value, at the time of acquisition, in any one agricultural Complex.
There will be no predetermined limit on investment per commodity in any Complex and there will be no
predetermined geographical limits. The Company will invest in developed agricultural markets in
politically stable countries.

The Company’s assets will comprise mainly agriculture commodity contracts and derivatives and other
agricultural commodity-related investments. These assets will be held mainly within proprietary Managed
Accounts operated by specialised Commodity Traders selected by the Manager so as to provide exposure
across the spectrum of Trading Strategies. Pending investment or reinvestment, the Company’s assets may
be held in cash or fixed income securities (including but not limited to bank deposits, bonds or government
issued treasury securities).

Generally no single Commodity Trader will be allocated assets to trade which, at the time of acquisition,
exceed ten per cent. of Net Asset Value. However, the Board may authorise a higher allocation of assets on
a case by case basis.

Income earned from the Company’s investments will be reinvested in accordance with this investment
policy, subject to working capital requirements.

Borrowing and gearing

Whilst the Articles permit maximum borrowings of up to 25 per cent. of Net Asset Value, the Company’s
policy is to ensure that its aggregate borrowings from time to time do not exceed a maximum of 10 per
cent. of Net Asset Value. Initially, the Directors do not intend to borrow, save for short-term liquidity,
working capital requirements and to fund share buybacks. However, if the Directors deem it prudent, the
Company may borrow for longer term purposes.

The Company will utilise both exchange-traded and over-the-counter derivatives, including, but not limited
to, futures, forwards, swaps, options and contracts for differences. The low initial margin deposits normally
required to establish a position in such instruments permits a high degree of gearing. The Company intends
to require a margin to equity ratio not exceeding 25 per cent. for the Portfolio. Generally, gross collateralised
exposure will not exceed two times Net Asset Value and net collateralised exposure will not exceed one
times Net Asset Value. However, the Board may authorise higher collateralised limits from time to time.

General

The Company will comply with certain investment restrictions for so long as they remain requirements of
the UK Listing Authority as set out in more detail in paragraph 10 of Part V of this Prospectus. The
Directors do not currently intend to propose any material changes to the Company’s investment policy, save
in the case of exceptional or unforeseen circumstances. As required by the Listing Rules, any material
change to the investment policy of the Company will be made only with the approval of Shareholders.
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Investment strategy 

The Company’s assets are invested through mainly proprietary Managed Accounts operated by specialised
Commodity Traders selected by the Manager. As at 31 October 2008 (being the latest practicable date prior
to the publication of this Prospectus), the Company had Managed Accounts with 17 Commodity Traders.
Managed Accounts generally provide a high level of transparency and liquidity, allowing the Manager to
assess and rebalance allocations across single agriculture Complexes, between Commodity Traders and
Trading Strategies and perform detailed risk management analyses.

Managed Account balances are invested by Commodity Traders, using a variety of primarily arbitrage-
based and other Trading Strategies including calendar spreads, inter commodity spreads, geographic (inter-
exchange) spreads, directional trading and systematic trading. Further details of these Trading Strategies
are included in the Glossary of Terms in Part VI of this Prospectus.

A single investment or Commodity Trader may be selected for its potential to make a specific contribution
to the Portfolio, for diversification purposes, to access new markets, for rebalancing, opportunistically, or
for other more general characteristics.

The Company may also invest in other vehicles that trade futures, options, physicals and related derivatives
on agriculture Complexes. With the approval of the Board, the Company may make opportunistic
investments in agricultural land or agriculture related vehicles. As at the date of this Prospectus no such
opportunistic investments have been made by the Company.

The Company will also invest in fixed income instruments to manage cash positions. The Company may
also use derivative instruments to hedge estimated currency exposure related to assets not denominated in
US dollars, interest rate risk, or as appropriate and in line with the investment policy and guidelines set out
in this Prospectus, as part of the Company’s investment strategy.

By focusing on active agricultural commodity investment strategies and on absolute return the Company
will seek to distinguish itself from passive agricultural commodity investment vehicles and will offer access
to the broader universe of active agriculture investment strategies. The Directors believe that this strategy
will generate long-term risk adjusted capital appreciation for Shareholders.

The Portfolio and the Company’s unaudited current performance

As at 31 October 2008 (being the last practicable date prior to the publication of this Prospectus), the
Company has invested through Managed Accounts with 17 Commodity Traders and the five largest
Managed Accounts represent approximately 40 per cent. of the Portfolio. Since 31 October 2008, the
Company has invested with one further Commodity Trader.

A summary of the unaudited performance of the Portfolio (net of all fees and expenses) for the period from
First Admission to 31 October 2008 (being the latest practicable date prior to the publication of this
Prospectus) is set out below:

Date Net performance NAV per Share
(%) US$

December 2007 2.00 1.02
January 2008 0.98 1.03
February 2008 2.91 1.06
March 2008 (1.89) 1.04
April 2008 0.96 1.05
May 2008 0.00 1.05
June 2008 3.81 1.09
July 2008 (1.83) 1.07
August 2008 0.00 1.07
September 2008 (1.87) 1.05
October 2008 (0.95) 1.04
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Performance statistics for the period since First Admission:

Percentage
(%)

Average monthly return 0.36
Largest monthly return 3.81
Largest monthly loss (1.89)
Comp. annualised return 4.37
Percentage of winning months 64.00

The diversification and allocation of the Company’s assets between Commodity Traders and across
Complexes change over time. A snapshot of allocation as at 31 October 2008 is set out below. Prospective
investors should note that the position as at that date is not necessarily indicative of a typical Portfolio
breakdown going forward:

Diversification and asset allocation by reference to Complex:

Complex Percentage
(%)

Grains 45
Tropicals 14
Livestock 29
Fibers 10
Cash 2

Allocation by reference to trading strategy:

Trading Strategy Percentage
(%)

Discretionary traders 96
Systematic traders 3
Cash 1

Analysis by Commodity Trader:

Type of analysis Percentage of Commodity Traders
(%)

Fundamental analysis 76
Technical analysis 22
Cash 2

In relation to trading frequency of Commodity Traders within the Portfolio (excluding cash): approximately
25 per cent. of Commodity Traders hold positions for less than one month; approximately 49 per cent. hold
positions for between one month and three months; and approximately 25 per cent. hold positions over
three months.
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Portfolio Statement
As at 31 October 2008

Market Value
Long Short % of

Class of investments US$ US$ net assets

Commodities futures (10,108,867) 4,289,779 -4.03
11111 11111 1111

Total futures (10,108,867) 4,289,779 -4.03
11111 11111 1111

Commodities options 13,854,636 (4,435,457) 6.52
11111 11111 1111

Total options 13,854,636 (4,435,457) 6.52
11111 11111 1111

Fixed income 107,948,110 – 74.71
11111 11111 1111

Total fixed income 107,948,110 – 74.71
11111 11111 1111

Total futures, options and fixed income 111,693,879 (145,678) 77.20
33333 33333 3333

Cash 34,212,031 (881,495) 23.07
11111 11111 1111

Total cash 34,212,031 (881,495) 23.07
33333 33333 3333

Currency exposure as a percentage of NAV

Currency % of NAV

US$ 99.80
s 0.21
£ 0.27

11111

Total 100.27
33333

Save for the Company investing with one additional Commodity Trader, there has been no material change
in the Portfolio and unaudited current performance of the Company from 31 October 2008 to the date of
this Prospectus.

In the period from First Admission on 27 November 2007 to 7 November 2008 (as published by the
Company on 18 November 2008 being the latest practicable date prior to the publication of this
Prospectus), the Net Asset Value per Share increased from US$0.97 to US$1.04.

As at the date of this Prospectus, the Company has published audited accounts for the period from
incorporation on 17 October 2007 to 29 February 2008, an unaudited interim report for the period from
incorporation on 17 October 2007 to 30 June 2008 and an interim management statement for the period
from 1 July 2008 to 30 September 2008. Information from each of those historical financial statements has
been extracted without material adjustment and is contained in Part IV of this Prospectus.

Reasons for the Placing

The Company is proposing to raise up to US$250 million through a series of Offers together comprising
the Placing of which up to US$190 million is to be undertaken by the Manager as Placing Agent with any
remainder to be placed by any third party Placing Agent which may be appointed by the Company, to take
place in the period from January 2009 until November 2009. 
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The Company’s primary rationale for the Placing is to grow the Company and enhance prospects for
liquidity for Shareholders. Enlarging the Company will also mean that the fixed costs of operating the
Company will be spread across a larger amount of assets. The net proceeds of the Placing will be invested
by the Manager in accordance with the investment policy and objective of the Company and will be
allocated among existing and new Commodity Traders, to take advantage of new investment opportunities
and to utilise further capacity with Commodity Traders which the Manager has been able to secure or is
able to secure.

The Manager has negotiated on behalf of the Company capacity to invest further funds with various
Commodity Traders with whom the Company currently has Managed Accounts and capacity to invest
funds with certain additional new Commodity Traders.

The Company expects the proceeds of each Offer to be substantially invested or committed (approximately
85 to 90 per cent.) within two months of the closing of the relevant Offer Period.

Competitive strengths 

Attractions of agricultural commodities

There are a number of agricultural commodity specific factors which impact price volatility. Such factors
include, on the demand side, new uses of products (biofuels), health concerns or simple population growth
and, on the supply side, extreme weather events, insects, disease, substitutes and subsidies. All of these
elements create market inefficiencies that can be exploited so as to generate both short-term and long-term
returns.

Experienced management

The commodities team at the Manager is experienced in commodity and commodity-focused investments,
including agricultural commodities, and the Manager’s team has managed the Zephyr Commodity Fund
since inception in 2004. The Manager currently works exclusively in the commodities and natural resource-
related real assets sectors. The Manager conducts research, designs customised risk management tools and
structures portfolio allocation tools that are specific to the particular characteristics of those asset classes. 

Diversification

The diversification of the Portfolio by agriculture Complex, by Trading Strategy and by Commodity Trader
is designed to provide sustainable returns, to control volatility and to manage risk.

Risk management

The Manager generally reviews the performance of Commodity Traders on a daily basis to ensure that the
margin limits, Commodity Trader allocation, Complex allocation and total exposure are within prescribed
limits. The Manager, through the Managed Account structure, is able to have near real time access to
Commodity Trader transactions if there are perceived issues with levels of risk.

Investment rationale

Drivers of agricultural commodities returns

Agriculture is the oldest traded commodity market and one of the most diverse. Each agricultural
commodity has its own unique supply and demand dynamic that can impact prices both in the short-term
and long-term. Commodity-specific drivers can range, on the demand side, from new trends and new
product classes to health concerns or simple population growth. On the supply side, commodity-specific
drivers would include extreme weather events, insects, disease, substitutes, subsidies, as well as other
factors. All of these elements create market inefficiencies that offer investment possibilities that can
generate both short-term and long-term returns.
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Population growth is a clear and simple driver of demand. The United Nations estimates that the world
population will pass 9 billion people by 2050 (from an estimate of 6.6 billion in July 2007). This represents
an estimated increase that is equivalent to the combined populations of China and India today. Despite new
technologies, this increase in population is expected to have an important impact on global agriculture.

Economic wealth is a more complex driver of agriculture markets. Historically, as wealth increases
countries tend to increase their consumption of proteins (and also in many cases of sugar-based products
and other “luxury” products such as dairy, coffee and cocoa). Protein consumption as an example has a
broad ranging impact on agriculture, since livestock protein sources must themselves consume fibre,
carbohydrates and protein to grow. The result is that a growth in protein consumption tends to create a
cascade of increased demand across both the livestock and the grain sectors. As a result, wealth growth in
Asia is expected to have a broad impact across agriculture Complexes.

Biofuels have only recently become a significant factor in the agriculture markets, although agriculture bi-
products (such as coconut husks and grasses) have long been used for biofuel applications in developing
markets. The trigger for stimulus to global agriculture markets was the emergence of grain- and sugar-
based ethanol, in particular in Brazil and later in the US and Europe, together with government legislation
and biodiesel trends driven by environmental concerns and high oil prices. The result is that biofuels are
expected to have a significant impact on agriculture markets for years to come.

Acreage stress, related to biofuel requirements as well as population growth and economic wealth, is
another key driver of agriculture markets. Acreage stress is the concept that an acre of land can only be
used for one application at a time (for example: wheat or corn; agriculture or real estate). While the number
of available acres per person has continued to decline over time, technology has historically increased yield
per acre to help balance real estate against agriculture needs and to feed growing and increasingly wealthy
populations. Furthermore, new demand such as biofuels has encouraged the conversion of new lands to
agricultural applications. However, despite yield increases and new acreage, available land is no longer
expected to be sufficient to offset growing demand, which is expected to result in increasing volatility in
agricultural commodities prices.

Climate change also offers investment possibilities to agriculture investors. Weather has always been a
critical factor across all products and categories of agriculture. Climate change and global warming add an
additional element whose impact is variable. On the one hand, global warming increases CO2 which in turn
increases photosynthesis and reduces water use. On the other hand, global warming can lead to modified
growing seasons, a shift in the latitudes in which a crop can be grown, declines in available water, increase
in extreme weather events, sea level rise, salinisation of ground water, loss of arable land, declines in soil
fertility, and increases in insects and disease.

Water is the final factor that has a clear long-term impact on global agriculture. All agriculture requires
water and 70 per cent. of the world’s fresh water consumption is used already for agriculture. Subsidies on
water for agricultural use have tended to discourage efficient crop selection and can lead to permanent
declines in local water tables. Changes in global precipitation patterns are destroying crops through both
drought and flooding. New methods of irrigation and new plant varieties can contribute to more efficient
water usage, but cannot fully offset growing demand and climate change. The result is that water is
becoming an increasingly critical factor in agriculture (to the extent that some countries may consider
“importing water” by importing high water consuming crops such as soy beans).

The Manager believes that all of these factors, together and separately, create a range of inefficiencies and
arbitrage opportunities that can be exploited to generate both short-term and long-term returns for investors.

Portfolio benefits of agricultural commodities investments

The traditional portfolio benefits of investing in agricultural commodities include a low or negative
correlation to other asset classes, as well as to many other commodities and to each other; a positive
correlation to inflation; and an empirical positive correlation to extreme weather events, politics and wars.
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Alternative methods of investing in agriculture

The two key variables in agriculture investing are the selection of commodity or Complex and the adoption
of an active versus passive approach.

(i) Commodity selection

Investing in a single commodity (corn, wheat, sugar, cotton, coffee, rubber, etc.) or single Complex
(Grains, Tropicals, Fibers, Livestock) increases the volatility of the investments. Most agriculture
commodities have low correlations to each other, for example corn to cocoa; sugar to coffee; cotton
to rubber. As a result, a basket of diversified agriculture commodities across the four primary
Complexes offers lower volatility than exposure to a single commodity or Complex.

(ii) Active versus passive

A key variable in pursuing an active approach is contango, an upward sloping forward curve (as in
the normal yield curve), representing that the price of a commodity for future delivery is higher than
the “spot price”, or that a far future delivery price is higher than a nearer future delivery price. The
opposite market condition to contango is known as backwardation.

A contango is normal for agricultural commodities as they are harvested in one period then stored.
Costs include warehousing fees and interest forgone on money tied up. The contango should not
exceed the cost of carry, because producers and consumers can compare the far futures contract price
against the near futures price plus storage, and choose the better one. Pricing differentials of this
kind may give rise to anomalies which Commodity Traders can exploit so as to generate returns.

If there is a near-term shortage, the price comparison breaks down and contango may be reduced or
perhaps even reverse altogether into a state called backwardation. In that state, near prices become
higher than far prices because consumers prefer to have the product sooner rather than later. A
market that is steeply backwardated, where there is a very steep premium for material available for
immediate delivery, often indicates a perception of shortage in the underlying commodity. A market
that is deeply in contango may indicate a perception of supply surplus in the commodity. Contango
is particularly clear in baskets of agriculture commodities, such as an index, which are rarely net
backwardated.

Active investments, however, are primarily arbitrage-based strategies and, as such, generally avoid
the contango by focusing on spreads rather than a passive rolling strategy. As a result, active
strategies can capture substantial returns resulting from the inefficiencies and uncertainties of
agriculture markets.

Diversification of the Portfolio

The Manager believes that the construction of a global actively-managed agriculture commodities
investment portfolio requires the selection of a broad range of Trading Strategies and experienced
Commodity Traders to provide sustainable returns, to control volatility and to manage risk. Individual
Commodity Traders, investment vehicles, or investment structures may be selected to maximise a single
objective or to enhance a specific segment of the Portfolio.

Diversification by Complex

The Company will seek investments in all of the primary agriculture Complexes and will evaluate market
liquidity, market fundamentals, best of breed active strategies and risk in order to adjust the exposure to
each Complex at the Portfolio level. The Company will not invest more than 50 per cent. of its Net Asset
Value, at the time of the acquisition, in any one Complex. There will be no predetermined limit on
investment per commodity in any Complex.
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Diversification across the various Complexes can assist in reducing exposure to price movements in
individual commodity markets, in reducing exposure to individual risks, and in generating distinct
risk/return profiles within the Portfolio.

Diversification by Trading Strategy

The Company will seek investments in a diverse range of Trading Strategies such as calendar spreads,
inter-commodity spreads, geographic (inter-exchange) spreads, directional, physical arbitrage. The
Portfolio will generally include a limited exposure to systematic trading strategies. Further details of these
Trading Strategies are included in the Glossary of Terms in Part VI of this Prospectus.

Diversification by Commodity Trader

The Manager will use Managed Accounts with a number of independent Commodity Traders in order to
manage single Commodity Trader risk. This should allow for a broader diversification (generally, a
maximum of 10 per cent. per Commodity Trader at the time of acquisition) and for access to a larger pool
of talented market specialists.

Investment process 

Manager

The Manager sources Commodity Traders directly through its extensive range of contacts in the industry.
Investment opportunities via such Commodity Traders are first evaluated relative to the Company’s
investment policy and any guidelines set by the Board. In addition, Commodity Traders are evaluated on a
qualitative and quantitative basis, and operational due diligence is carried out by the Manager.

The Manager uses commodity-specific risk management tools to evaluate the role of any single
Commodity Trader, Trading Strategy, or commodity-related investment in the Portfolio. On-going
monitoring using the high level of transparency at the Managed Account level is a key part of the active
management of the Portfolio.

The level of net investment in the Portfolio, at any time, is a function of the Manager’s ability to identify
attractive investments and its assessment of the overall investment environment.

The Manager analyses the rotation within the various Complexes of the agricultural commodity markets
and the dynamics of commodities in general to arrive at a bottom-up view on investment opportunities.
These bottom-up views use both fundamental and technical analysis.

Investment Committee

The Manager has an internal Investment Committee that is responsible for reviewing proposed investments,
allocations of assets to Commodity Traders and Trading Strategies for compatibility with the investment
policy of the Company and any guidelines set by the Board.

The Investment Committee comprises individuals with financial, operational and business backgrounds
combined with commodity investing and investment management experience. The members of the
Investment Committee are Jean-Sebastien Debusschere, Mel Epstein and Chris Armitage whose details are
set out on pages 43 and 44 of Part II of this Prospectus.

The Manager prepares a report covering the key aspects of any proposed investment and its potential
contribution to the Portfolio that is submitted to the Investment Committee for review. The Investment
Committee approves investments subject to the investment policy of the Company and any such guidelines
as may be set by the Board from time to time. Any proposed investments not clearly covered in these
guidelines require Board approval.

The Board may, from time to time, approve investment criteria which would enable the Manager to commit
the Company to investments falling within such criteria without further Board approval.
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Commodity Traders and Clearing Brokers

The Company enters into a contract with each Commodity Trader selected using the above process and
allocates assets to a Managed Account or other investment vehicle with each Commodity Trader. The
contracts include the fees and commissions of the Commodity Trader negotiated by the Manager on behalf
of the Company. The terms of each contract are negotiated separately and may vary in terms of authorised
commodities and/or commodity investment strategies, fees paid, margin to equity and other terms. Typical
terms of such contracts are described in more detail in the paragraph headed “Commodity Traders” on page
45 of Part II of this Prospectus.

Each Commodity Trader passes orders to executing brokers, who execute trades and in turn the executing
brokers clear transactions through Clearing Brokers. Clearing Brokers generally report all trading activity
on each Managed Account to the Manager at the end of each working day. In addition, the Clearing
Brokers have custody of the Company’s exchange-traded and over-the-counter derivatives, including, but
not limited to, futures, forwards, swaps, options and contracts for differences.

Since First Admission, the Company has appointed four Clearing Brokers: Bache Commodities Limited,
Newedge USA LLC, MF Global Ltd and Marex Financial Limited, some or all of which may be active or
inactive at different times. Such Clearing Brokers are responsible for providing the Company with broking
and dealing services (including arranging and settling deals), managing collateral, custody services and such
other such services as may be agreed with the Company from time to time. Further details of the Clearing
Brokers are contained in paragraph titled “Clearing Brokers” on page 45 of Part II of this Prospectus.

Risk management

Significant emphasis is put on risk management and on adherence to risk management and diversification
parameters. The Manager oversees the measurement and control of all aspects of the financial and risk
management processes. The Manager generally reviews the performance of the Managed Accounts of
Commodity Traders on a daily basis to ensure that the margin limits, trader allocation, Complex allocation
and total exposure are within prescribed limits. The Manager, through the Managed Account structure, is
able to have near real time access to Commodity Traders’ transactions if there are perceived issues with
levels of risk. In addition, each Commodity Trader is required by the Manager to have a disciplined policy
for risk management and internal controls.

Market conditions can be expected to change over time, sometimes quite rapidly, and (subject always to the
investment policy of the Company and any such guidelines as may be set by the Board) the Manager may
change diversification parameters from time to time in response to changes it perceives in market
conditions, particularly with changes in the liquidity of the underlying commodity markets.

The Manager has proprietary models designed to identify the risks embedded in agricultural commodities
investment.

Prospective investors are urged to read the “Risk Factors” at pages 8 to 18 of this Prospectus.

Currency risk management and effect of hedging on the liquidity of the Company

Whilst the Portfolio currently comprises, and is expected to continue to comprise, predominantly US dollar
denominated investments, the Company may invest, on occasion, in underlying assets which are not US
dollar denominated. The Company will seek where appropriate to hedge the currency exposure of such
investments related to assets not denominated in US dollars. The Company’s currency hedging policy will
be for the purposes of efficient portfolio management only. The Company has no intention of using the
currency hedging facility for the purposes of currency speculation for its own account. As at 31 October
2008 (being the latest practicable date prior to the publication of this Prospectus), less than 1 per cent. of
the Portfolio is invested in underlying assets which are not US dollar denominated.
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Foreign currency hedging may require cash payments to be made by the Company in order to close out
hedging contracts during the life of the Company. Any such payments may be funded out of the Company’s
short term borrowings. If closing out such contracts results in cash receipts into the Company, the Manager
may advise that such cash be invested in the Portfolio and/or advise that all or part of such cash be placed
on deposit to meet possible cash payments resulting from closing out such contracts in the future. If, as a
result of the currency hedging, the portion of the Company’s assets which is not invested in exchange-
traded agricultural commodities increases, the performance of the Shares may vary.

If cash payments by the Company required in order to close out such contracts, as described above, are
significant, the Manager may advise that part of the Portfolio be realised in order to meet such payments.
The Manager monitors the level of the Company’s borrowings to ensure that it remains within appropriate
limits and seeks to monitor the liquidity of the underlying investments.

Net Asset Value publication

The Net Asset Value of the Company and hence the Net Asset Value per Share is calculated in US dollars
by the Administrator at the end of each week based upon information supplied by a variety of sources
including Clearing Brokers, Commodity Traders and the Manager.

The Net Asset Value is the value of all assets of the Company less the liabilities to creditors (including the
provisions for such liabilities) of the Company determined in accordance with the valuation guidelines
adopted by the Directors from time to time. Under current valuation guidelines adopted by the Directors,
such values are determined in accordance with applicable accounting standards.

If the Directors consider that any of the above bases of valuation are inappropriate in any particular case,
or generally, they may adopt such other valuation procedures as they consider reasonable in the
circumstances.

All valuations of the Portfolio will be made, in part, on valuation information provided by Clearing Brokers
and the Commodity Traders. The valuation information may be unaudited or may be estimates. Although
the Administrator will evaluate all such information and data, the Administrator is generally not in a
position to confirm the completeness, genuineness or accuracy of such information or data.

The Administrator publishes the Net Asset Value per Share calculated in US dollars as soon as practicable
after calculation at the end of each week through a regulatory information services provider as authorised
by the UK Listing Authority. 

The Directors may temporarily suspend the calculation of Net Asset Value during a period when, as a result
of political, economic, military or monetary events or any circumstances outside the control, responsibility
or power of the Board, disposal or valuation of investments of the Company or other transactions in the
ordinary course of the Company’s business is not reasonably practicable without this being materially
detrimental to the interests of Shareholders or if, in the opinion of the Board, the Net Asset Value cannot
be fairly calculated; there is a breakdown of the means of communication normally employed in
determining the calculation of Net Asset Value; or it is not reasonably practicable to determine the Net
Asset Value of the Company on an accurate and timely basis.

Any suspension in the calculation of the Net Asset Value, to the extent required under the Articles or by the
Listing Rules, will be notified to the market by the Administrator through a regulatory information services
provider as soon as practicable after any such suspension occurs.

Dealings in Placing Shares

Application for Admission of the Placing Shares to be issued over the course of the Placing to listing on
the Official List and to trading on the London Stock Exchange’s main market for listed securities will be
made to the UK Listing Authority and to the London Stock Exchange respectively in advance of the
allotment of Placing Shares pursuant to the relevant Offer. It is expected that Admission of the Placing
Shares to be issued pursuant to the First Offer will become effective and dealings in such Placing Shares
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will commence on 5 February 2009. It is expected that Admission of the Placing Shares to be issued
pursuant to each subsequent Offer will become effective and dealings in such Placing Shares will
commence on the fourth Business Day following the closing of each Offer Period in respect of the Placing. 

A regulatory information service announcement will be made by the Company in advance of each Offer
which will include, amongst other information, a confirmation of the expected timetable of the Offer and
the expected date on which Admission of the Placing Shares issued pursuant to the Offer will become
effective and when dealings in the relevant Placing Shares will commence.

Discount management provisions

Tender offer 

The Board reserves the right, in its absolute discretion, to implement a tender offer for up to 25 per cent. of
the Shares in issue where, from time to time, the Shares have, in any 12 months preceding the last NAV
Calculation Date, traded at an average discount in excess of 5 per cent. of the Net Asset Value per Share.
The average discount will be calculated by deducting the mid-market price per Share as at the NAV
Calculation Date at the end of each calendar month from the Net Asset Value per Share as at each such
NAV Calculation Date and expressing the differential as a percentage of the Net Asset Value per Share as
at the relevant NAV Calculation Date. Any such tender offer will be at a price per Share which is below the
then prevailing Net Asset Value per Share less attributable costs and as otherwise determined by the
Directors in their sole discretion. The Directors may, at their discretion, structure the tender offer in such
manner that to the extent that some Shareholders do not tender their Shares for purchase, the capacity
thereby created may be utilised in meeting tender requests from other Shareholders in excess of 25 per cent.
of their holdings.

Not more than one such tender offer of Shares shall be made in any 12 month period unless the Directors,
acting in their sole discretion, determine otherwise. Any Shares repurchased in such a tender offer will,
unless they are to be held in treasury, be cancelled subsequently.

Share repurchases

The Directors have shareholder authority to purchase in the market up to 14.99 per cent. of the Shares in
issue immediately following the First Admission. This authority will expire at the conclusion of the first
annual general meeting of the Company. The Directors intend to seek renewal of this authority from
Shareholders at each annual general meeting in respect of 14.99 per cent. of the Shares in issue at the time
of the relevant annual general meeting. The Company may purchase Shares in the market on an ongoing
basis with a view to addressing any imbalance between the supply of, and demand for, Shares, to increase
the Net Asset Value per Share and to assist in maintaining a narrow discount to Net Asset Value per Share
in relation to the price at which Shares may be trading. The timing of such purchases will be decided by
the Board. Any Shares bought back may be held in treasury (up to a maximum of 10 per cent. of the issued
share capital) or be subsequently cancelled by the Company.

In accordance with the Companies Laws, market purchases of Shares may only be made out of the
proceeds of a fresh issue of shares made for the purpose of the repurchase or out of distributable profits.
On 9 November 2007, the holders of the two subscriber shares in the Company passed a written Special
Resolution approving the cancellation of the entire amount standing to the credit of the Company’s share
premium account immediately after the initial placing of the Company’s Shares, conditionally upon the
issue of such Shares and First Admission taking place. An application was made to the Royal Court of
Guernsey to confirm the reduction of the share premium account, and confirmation was given on 4 January
2008. The effect of such confirmation was to reduce the share premium account arising on the issue of
Shares at First Admission, thereby creating a special reserve which may be treated as distributable profits
for all purposes, including making purchases of Shares in the market by the Company.

Purchases will only be made through the market for cash at prices below the estimated prevailing Net Asset
Value per Share where the Directors believe such purchases will result in an increase in the Net Asset Value
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per Share of the remaining Shares and as a means of addressing any imbalance between the supply of, and
demand for, the Shares. Such purchases will only be made in accordance with the Companies Laws and the
Listing Rules, which currently provide that the maximum price to be paid per Share must not be more than
the higher of (i) 5 per cent. above the average of the mid-market values of the Shares for the five Business
Days before the purchase is made or (ii) the higher of the last independent trade or the highest independent
bid for the Shares.

Prospective Shareholders should note that the exercise by the Directors of the Company’s powers to
repurchase Shares either pursuant to a tender offer or the general repurchase authority is entirely
discretionary and they should place no expectation or reliance on the Directors exercising such
discretion on any one or more occasions.

Further issues of Shares

Under the Companies Laws and the Articles, the Directors have wide powers to issue further Shares or
reissue Shares held in treasury on a pre-emptive and non-pre-emptive basis. The Directors will consider
issuing further Shares at not less than the then prevailing Net Asset Value per Share for new Shares, and at
no more than a 5 per cent. discount to the then prevailing Net Asset Value per Share for treasury shares (or,
if less, the average discount at which all the Shares then held in treasury were repurchased by the
Company), as part of the process of managing any premium of the market price of the Shares as compared
to the Net Asset Value per Share. Any further issues of new Shares or reissues of Shares held in treasury
will rank pari passu with the Shares in issue.

The Manager will seek to invest the net proceeds of any further issues of Shares in accordance with the
Company’s investment policy, subject to the overall supervision of the Directors.

Shares will be issued in accordance with the selling restrictions set out on pages 19 to 25 of this Prospectus
and the terms of the Articles.

Dividend policy and distributions

The Directors expect returns to be reinvested and do not anticipate paying a dividend. Where any dividend
or other distribution is to be paid, it is expected to be paid in US dollars and in accordance with the
Companies Laws, any other applicable laws and the Listing Rules and the rules and regulations of the
London Stock Exchange. Since the date of incorporation of the Company, there has been no dividend or
distribution of any kind declared, paid or made by the Company on any class of its share capital. 

Meetings, reports and accounts

All general meetings of the Company will be held in Guernsey. The Company will hold an annual general
meeting each year.

The annual report and accounts of the Company will be made up to 31 December in each year with copies
expected to be sent to Shareholders within the following four months. Shareholders will also receive each
year an unaudited interim report for the six months to 30 June. The interim report is expected to be sent to
Shareholders within the following two months. The first financial period of the Company will cover the
period from incorporation to 31 December 2008.

As at the date of this Prospectus, the only available historical financial statements for the Company are
audited accounts for the period from incorporation on 17 October 2007 to 29 February 2008, an unaudited
interim report for the period from incorporation on 17 October 2007 to 30 June 2008 and an interim
management statement for the period from 1 July 2008 to 30 September 2008. Information from each of
those historical financial statements has been extracted without material adjustment and is contained in Part
IV of this Prospectus.
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The audited accounts of the Company have been prepared and will continue to be prepared under
International Financial Reporting Standards which the Directors believe is an acceptable body of generally
accepted accounting practice. Under International Financial Reporting Standards, the Company will
prepare an income statement which will disclose revenue and capital results including net investment gains.
The audited accounts and the unaudited interim report of the Company have been published in US dollars
and the annual report and accounts and the unaudited interim reports of the Company will continue to be
published in US dollars.

Life of the Company

Although the Company does not have a fixed life, a resolution for the Company to continue in its current
form will be presented to the Shareholders at the annual general meeting following the seventh anniversary
of the First Admission and every three years thereafter. If any such resolutions are defeated the Directors
will then, as soon as reasonably practicable, bring forward proposals intended to afford an opportunity for
those Shareholders who so wish to realise their investment in the Company.

Structure

The Company has no subsidiaries. The Company may, from time to time incorporate or acquire
subsidiaries, intermediate holding companies or other vehicles for the acquisition and holding of
investments.

Taxation

Potential investors are referred to paragraph 4 of Part V of this Prospectus for details of the taxation of the
Company and of Shareholders resident in the UK and Guernsey.

Investors who are in any doubt as to their tax position or who are subject to tax in jurisdictions other
than the UK and Guernsey are strongly advised to consult their own professional advisers immediately.

Risk factors

The Company’s business is dependent on many factors and potential investors should read the whole of this
Prospectus and in particular the section entitled “Risk Factors” on pages 8 to 18.

Further information

The attention of investors is drawn to Parts II, III, IV and V of this Prospectus which provide additional
information on the Company.
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PART II

DIRECTORS, MANAGEMENT AND ADMINISTRATION

Directors 

The Directors are responsible for the determination of the Company’s investment policy and strategy and
have overall responsibility for the Company’s activities including the review of investment activity and
performance and the control and supervision of the Manager. All of the Directors are non-executive and,
save for Kimberly Tara, are independent of the Manager. Kimberly Tara will not receive a director’s fee
payable by the Company.

The Directors are as follows:

Baron Hans-Willem van Tuyll (Chairman), aged 69. Mr van Tuyll began his career with Cargill Group in
1969. He has over 30 years of experience in agriculture and hedge funds and their development. In 1992
Mr van Tuyll was elected to the board of the Cargill International Pension Board. He retired from this
position in 2003. From 1998 to 1999 he was Vice Chairman of the board of the Alternative Investment
Management Association (AIMA, London) and from 1999 to 2001 he was Chairman. He chaired the
conference committee of AIMA from 1998 to 2003. Mr van Tuyll represented The Netherlands as the
Honorary Consul General for the French speaking part of Switzerland. Mr van Tuyll is resident in
Switzerland.

Martyn Henley-Roussel, aged 48. Mr Henley-Roussel worked at Kleinwort Benson Guernsey from 1994
to 2000, as Head of Portfolio Management. He became a director of Kleinwort Benson Asset Management
Limited in 2000, a position he occupied until 2002. From 2002 to 2006 he worked as an investment
manager at Fortis Guernsey, where he was responsible for managing a £35 million Belgian client base and
was also a member of the advisory committee for the Fortis family trust, valued at US$400 million. During
his period at Fortis, Mr Henley-Roussel had specific responsibility for collective investment scheme
investment analysis and helped design Fortis’ multi-manager funds model for the sterling area. He is
currently a director of a number of investment companies including another company trading on the
London Stock Exchange. Mr. Henley-Roussel is a member of The Securities Institute and has a BA in
Economics. Mr Henley-Roussel is resident in Guernsey.

Howard Myles, aged 59. Mr Myles was a partner in Ernst & Young LLP in the Investment Management
Group until June 2007 and was responsible for the Investment Funds Corporate Advisory team. He was
previously with UBS Warburg from 1987 to 2001. Mr Myles began his career in stockbroking in 1971 as
an equity salesman and joined Touche Ross in 1975 where he qualified as a chartered accountant. In 1978
he joined W. Greenwell & Co. in the corporate broking team and in 1987 moved to SG Warburg Securities
where he was involved in a wide range of commercial and industrial transactions in addition to leading
Warburg’s corporate finance function for investment funds.

Kimberly Tara, aged 38. Ms Tara is the Chief Executive Officer of the Manager. She started her career in
1991 in Mergers & Acquisitions at Morgan Stanley. In 1995 she joined Value Partners, a McKinsey spin-
off that is today the largest private consulting firm in Italy. In 1999, she began working as an alternative
investment consultant, providing financial and advisory services for clients in Europe and the US. She also
worked as CFO and Director of Business Development for a US-based biotech company. In 2005 she co-
founded the Manager. Ms. Tara graduated magna cum laude from Brown University with a degree in
Business Economics and received her MBA from INSEAD in France. Ms. Tara is resident in France.

Under the terms of the Management Agreement, the Manager currently has the right to appoint two
representatives to the Board. The right to appoint a second director is only exercisable by the Manager, if
(i) following such appointment the majority of the Board remains independent of the Manager and the
Board is able to demonstrate that it will act independently of the Manager; (ii) the Manager’s proposed
appointee is not resident in the United Kingdom; and (iii) the Manager’s proposed appointee is approved
by the Board, acting reasonably.
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Manager

FourWinds Capital Management is the Manager of the Company. The Manager has the responsibility for
the discretionary management of the assets of the Company including advising the Company on the overall
management of the Company’s investments and managing the Company’s cash and investments in fixed
income instruments in accordance with the Company’s investment policy, subject to the overall control and
supervision of the Board.

The Manager is a Cayman Islands exempted company with subsidiaries in the US and United Kingdom and
offices based in Boston, London, Hong Kong and Geneva. The Manager was incorporated in the Cayman
Islands on 14 March 2005 with registration number CB-1 46307. The Manager has authority to invest the
Company’s assets and is responsible for all investment decisions made on behalf of the Company, subject
to the policies and control of the Board.

The Manager is primarily responsible for researching, selecting and monitoring the Company’s appointed
Commodity Traders, Trading Strategies and related investments and making decisions on when and how
much to invest via, or withdraw from, a Managed Account of a particular Commodity Trader or invest in
or withdraw from a particular investment, subject to the policies and control of the Board.

The Manager focuses on the development of, and risk management of, investment vehicles for
commodities and real assets. The Manager currently has three other funds under management, namely
Aqua Resources Fund Limited, Phaunos Timber Fund Limited and the Zephyr Commodity Fund.

Aqua Resources Fund Limited is a Guernsey registered closed-ended fund which is listed on the Official
List and traded on the LSE’s main market for listed securities. It invests in a global portfolio of water-
related assets.

Phaunos Timber Fund Limited is a Guernsey registered closed-ended fund which is listed on the Official
List and traded on the LSE’s main market for listed securities. It invests in timberland and timber related
investments on a global basis.

The Zephyr Commodity Fund is a broadly diversified multi-manager, multi-strategy fund of funds that
covers energy, metals and agriculture. 

In addition to Kimberly Tara, the key personnel of the Manager who will be responsible for the day-to-day
management of the Portfolio are as follows:

Jean-Sebastien Debusschere, Chief Investment Officer of the Manager, heads portfolio construction,
manager selection and risk management at the Manager. Mr. Debusschere began his career in 1995 at
Paribas as an institutional manager. In 1998, he joined Deutsche Bank in the asset management division as
a fixed income portfolio manager. The same year, he set up the investment process of the fund of funds
business and was responsible for managing $500 million of fund of funds. In 2000, Mr. Debusschere joined
Dexia Asset Management in Geneva as Senior Fund Manager responsible for the group’s hedge fund of
fund portfolio management. During the three years he spent with Dexia Asset Management, total assets
under management climbed from $50 million to over $750 million. Since 1998 he has developed
proprietary quantitative models that have contributed to the manager selection and risk management
processes. In 2004, Mr. Debusschere developed the portfolio for the Zephyr Commodity Fund, the flagship
fund of the Manager, which he co-founded in 2005. Mr. Debusschere earned his Ingénieur Commercial et
de Gestion degree (major in finance) magna cum laude from the Université Catholique de Louvain (IAG)
in 1995.

Mel H. Epstein, Chief Operating Officer of the Manager, is a registered Commodity Trading Adviser with
the Commodity Futures Trading Commission and National Futures Association and has worked closely
with top commodity traders and Commodity Trading Advisers for the past 15 years. He has spent the last
15 years’ managing investment portfolios, including alternative investments, and has more than 20 years’
experience managing operations and organisations. Mr. Epstein joined Brown University in 1985 as a
Professor and Department Chairman. While at Brown he served as President of one of the institution’s
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affiliate non-profit Foundations and managed its endowment for 14 years. For over seven years he was a
member and Chairman of an advisory committee of the Rhode Island Foundation. In 1999, he left Brown
to co-found, with a Nobel Laureate, a biotech company, where he served as President and was responsible
for raising early stage and institutional capital. Mr. Epstein holds a graduate medical degree from John
Hopkins University. He has won the Borden Foundation Award, is a Henry Strong Denison Scholar, and
has been elected to the John Hopkins Society of Scholars.

Chris Armitage, Head of the UK subsidiary of the Manager, was most recently the Pensions Investment
Controller for the J Sainsbury Pension Scheme in the UK. He was the Divisional Director of ReSource
Pension Services from 2001 to 2004, the Group Pensions and Remuneration Manager at Unigate (now
Uniq plc) from 1991 to 2001, Pensions Manager of the Telegraph Newspaper Group from 1981 to 1991 and
the Deputy Pensions Controller of Express Newspapers from 1978 to 1981. Prior to this he worked for
British Airways Pension Funds from 1974 to 1978. He served on the Board of the NAPF in the UK from
1992-2000. He is a Fellow of the Pensions Management Institute.

Chady Achkar, Senior Qualitative Analyst of the Manager, has worked in manager research, portfolio
management and risk since 2000 at Deutsche Asset Management and later at Dexia Asset Management. He
worked as a part of Mr. Debusschere’s team and specialises in manager research, portfolio optimisation
modelling, and risk management. He joined the Manager in 2006. Mr Achkar received his Masters in
Economics and Financial Sciences from the ICHEC business school in Brussels.

Jared Annello, Director of Operations of the Manager, has worked in hedge fund operations since 2003.
He worked as a manager at HedgeWorks where he implemented the Business Development Group and
specialises in hedge fund reporting, accounting, data management, and systems development. He joined the
Manager in 2007. Mr Annello graduated Summa Cum Laude from Bryant College with a Bachelor of
Science in Business Administration. He graduated with a dual concentration in Finance and Computer
Information Systems and a minor in Legal Studies.

Samuel Penagos, Senior Quantitative Analyst of the Manager, has worked in quantitative analysis and
modelling since 2000. He worked as a trader at HSBC and a market maker at BNP Paris before he joined
Mr. Debusschere’s team at Dexia Asset Management in 2004 and the Manager in 2006. Mr Penagos
received his Masters in Insurance Finance from ESSEC Graduate School. He also has a DEA in Finance-
Insurance with honours, a Magister in Econometrics, and a DEUG degree in Applied Mathematics and
Economics from the University of Paris.

The Manager currently owns 500,000 Existing Shares issued at the time of First Admission.

Management Agreement

The Company and the Manager have entered into a Management Agreement, a summary of which is set out
in paragraph 6.1.2 of Part V of this Prospectus, under which the Manager has been given sole responsibility
for the discretionary management of the Company’s assets (including uninvested cash) in accordance with
the Company’s investment policy, subject to the overall control and supervision of the Directors.

Details of the fees and expenses payable to the Manager are set out in the section headed “Fees and
expenses” below.

The Management Agreement is terminable by either party giving to the other not less than 12 months’
notice in writing, such notice not to expire before the fourth anniversary of the First Admission. The
Company shall not serve notice to terminate the agreement unless this course of action has been agreed to
by the independent Directors and subject to certain notification procedures, a summary of which is set out
in paragraph 6.1.2 of Part V of this Prospectus.
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Commodity Traders

The Manager negotiates on behalf of the Company, and the Company enters into, a written contract
between the Company and each Commodity Trader setting out the terms upon which the Company will
allocate assets to a Managed Account or other investment vehicle with that Commodity Trader. Such
contracts include provisions for fees and commissions payable by the Company to the Commodity Trader
as negotiated by the Manager on behalf of the Company. Such contracts are generally on standard terms,
which may include some or all of the following provisions: (i) appointment of the Commodity Trader and
its authorisation as a trading agent for the Company; (ii) terms or description of investment programme
and/or guidelines; (iii) terms of compensation; (iv) conditions for termination; (v) amount of initial deposit
with the Clearing Broker; (vi) amount of initial trading level; and (vii) Company representations and
warranties which are usual for a contract of the type being entered into.

Clearing Brokers

Since First Admission, the Company has appointed four Clearing Brokers: Bache Commodities Limited,
Newedge USA LLC, MF Global Ltd and Marex Financial Limited, some or all of which may be active or
inactive at different times. Such Clearing Brokers are responsible for providing the Company with broking
and dealing services (including arranging and settling deals), managing collateral, custody services and
other such services as may be agreed with the Company from time to time. All of the Clearing Brokers
appointed by the Company operate in accordance with the US Commodities Exchanges Act which dictates
that all customer funds held by the Clearing Broker must be separately accounted for and segregated as
belonging to the customer. The Company may appoint or remove additional or alternative Clearing Brokers
from time to time in the interests of ensuring competitive commission rates and good service levels. 

Administrator and Secretary

HSBC Securities Services (Guernsey) Limited has been appointed as Administrator and Secretary of the
Company pursuant to the Administration Agreement (further details of which are set out in paragraph 6.1.3
of Part V of this Prospectus). In such capacity, the Administrator is responsible for the day to day
administration of the Company and general secretarial functions required by the Companies Laws. The
Administrator is also responsible for the Company’s general administrative functions such as the
calculation and publication of the Net Asset Value and maintenance of the Company’s accounting and
statutory records. The Administrator may, with the consent of the Directors, delegate, in accordance with
Guernsey law and any rule, regulation or guidance issued by the GFSC, the provision of administrative
functions and other services to a third party where that third party is an affiliate of the Administrator, as
defined in the Administration Agreement, but will remain liable for the acts of any such third party and will
be responsible for their remuneration. The Administrator has delegated the provision of all administrative
functions, except those of a corporate secretarial nature, to HSBC Securities Services (Isle of Man)
Limited, which is an affiliate of the Administrator.

Investors should note that it is not possible for the Administrator to provide any investment advice to
investors.

Fees and expenses

Formation and initial expenses

The formation and initial expenses of the Company of approximately US$4.4 million have been written off
in the first year of incorporation.
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Ongoing Annual Expenses

The Company will also incur ongoing annual expenses. These expenses will include the following:

(i) Manager

Under the terms of the Management Agreement, the Manager will be entitled to a base fee together with
reimbursement of reasonable expenses incurred by it in the performance of its duties.

The base fee will be equal to 0.375 per cent. per quarter of the Net Asset Value of the Company. The base
fee is payable in advance and will be calculated quarterly based on the final NAV as at the end of the
previous quarter. The base fee will be adjusted, as appropriate, in respect of increases in Net Asset Value
as a consequence of additional issues of Shares which take place during the quarter in respect of which the
base fee is payable.

In addition, the Manager will in certain circumstances be entitled to a performance fee in respect of each
Calculation Period. The first Calculation Period is the period from the First Admission to 31 December
2008 and, thereafter, the Calculation Periods shall be each 12 month period ending on 31 December. The
final Calculation Period will end on the date of termination of the Management Agreement.

The performance fee will be payable where the Net Asset Value per Share at the end of the Calculation
Period exceeds the Benchmark NAV, which is the figure equal to the High Water Mark NAV increased by
8 per cent. (or, if the Calculation Period is not 12 months, an amount equating to an annual rate of 
8 per cent.). The High Water Mark NAV is the Net Asset Value per Share at the end of the last Calculation
Period in respect of which a performance fee was paid (or, if no performance fee has previously been paid,
the Net Asset Value per Share immediately following First Admission, which was US$0.97) after taking
account of the totality of the expenses which have been written off in the first year of incorporation as
referred to on page 45 of this Prospectus.

The performance fee per Share will be equal to 20 per cent. of the amount by which the Net Asset Value
per Share at the end of the Calculation Period exceeds the Benchmark NAV and the total performance fee
will be calculated by multiplying the performance fee per Share by the time-weighted average number of
Shares in issue over the Calculation Period.

Further details of the calculation of the performance fee and certain adjustments thereto are set out in
paragraph 6.1.2 of Part V of this Prospectus.

As noted in the section of this Prospectus headed “Risk Factors” the performance fee arrangement may
create an incentive for the Manager to make investments which are more speculative or subject to a greater
risk of loss than would be the case if no such fee arrangement existed.

Potential investors should note the calculation of the performance fee is based in part upon unrealised
profits (as well as affected by unrealised losses) and that such unrealised profits may never be realised by
the Company.

(ii) Commodity Traders

Each Commodity Trader will be remunerated by the Company by reference to the value of assets under
management of the Commodity Trader by a combination of fixed fees, performance fees and commissions.
Based on the Company’s existing Portfolio the average fees borne by the Company are currently a base fee
of approximately 1.0 per cent of Net Asset Value as well as performance fees of approximately 21.2 per
cent. of Net Asset Value, generally with a high water mark but no hurdle. The Manager may from time to
time be able to negotiate reductions in these fees, depending on the size of the overall Portfolio. The
payment terms will be different for the individual Commodity Traders. These fees will be in addition to the
Manager’s fees detailed in (i) above.
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(iii) Administrator and Secretary

Under the terms of the Administration Agreement, HSBC Securities Services (Guernsey) Limited is
entitled to an administration and secretarial fee calculated as a percentage of Net Asset Value from time to
time and subject to a minimum of US$10,000 per month and a maximum (assuming that Net Asset Value
from time to time does not exceed US$500 million) of US$33,750 per month, payable in arrear. The
Administrator is also entitled to a corporate services management fee on a time charge basis, subject to a
minimum of US$2,000 per calendar month, a fee of US$5,000 for the preparation of each set of financial
statements and additional fees for any tax-related services provided to the Company. Where administrators
and domiciliary agents in other jurisdictions are retained by the Company in respect of foreign structures
and subsidiaries of the Company subsequently acquired, their fees and expenses will be payable by the
Company. The Administrator and any of its delegates will also be entitled to reimbursement of certain
expenses incurred by them in connection with their duties. 

(iv) Clearing Brokers

Clearing Brokers will be entitled to such fees as agreed, from time to time, between each such Clearing
Broker and the Company.

(v) Registrar and UK Transfer Agent

Under the terms of the Registrar Agreement, the Registrar is entitled to a minimum fee of £6,000 per
annum, plus activity fees.

(vi) Directors

Save for Kimberly Tara (who does not receive a Director’s fee), each of the Directors is entitled to receive
a fee from the Company at such rate as may be determined in accordance with the Articles. Save for the
Chairman of the Board and the Chairman of the Audit and Management Engagement Committee, the
current fees are £20,000 for each Director per annum. The Chairman of the Board’s current fee is £25,000
per annum. The Chairman of the Audit and Management Engagement Committee will receive an additional
£5,000 for his services in this role. All of the Directors are also entitled to be paid all reasonable expenses
properly incurred by them in attending general meetings, Board or committee meetings or otherwise in
connection with the performance of their duties. The Board may determine that additional remuneration
may be paid, from time to time, to any one or more Directors in the event such Director or Directors are
requested by the Board to perform extra or special services on behalf of the Company.

(vii) Other Operational Expenses

Other ongoing operational expenses (excluding fees paid to the Directors, the Manager, Commodity
Traders, Clearing Brokers and other service providers as detailed above) of the Company will be borne by
the Company including directors’ and officers’ insurance fees, marketing costs, travel, accommodation,
printing, risk management and accounting expenses, audit, listing and legal fees. These expenses will be
deducted from the assets of the Company and are estimated to be in the region of US$420,000 per annum
based on the assumption that there will be US$145 million assets under management. All out of pocket
expenses of the Manager, the Administrator, the Registrar, the CREST Agent and the Directors relating to
the Company will be borne by the Company.

Conflicts of interest

The Manager and its officers and employees may from time to time act for other clients, which have a
similar or different investment objective and policy to that of the Company. Circumstances may arise where
investment opportunities will be available to the Company and which are also suitable for one or more such
clients of the Manager. The Directors have satisfied themselves that the Manager has procedures in place
to address potential conflicts of interest and that, where a conflict arises, the Manager will allocate the
opportunity on a fair basis.

47

PR15.1(SRD)

PR3.5(XV)



Corporate governance

The Company complies with the corporate governance obligations which apply to Guernsey registered
companies. In addition, the Company complies with the AIC Code of Corporate Governance produced by
the Association of Investment Companies and is not currently aware of any respects in which it will depart
from the AIC Code. 

Audit and Management Engagement Committee

The Company’s Audit and Management Engagement Committee meets formally at least twice a year for
the purpose, amongst other things, of considering the appointment, independence and remuneration of the
Auditors and to review the Company’s annual accounts, interim reports and interim management
statements. Where non-audit services are to be provided by the Auditor, full consideration of the financial
and other implications on the independence of the Auditors arising from any such engagement will be
considered before proceeding. The Audit and Management Engagement Committee comprises each of the
Directors except Ms Tara. Howard Myles acts as chairman of the Audit and Management Engagement
Committee. The principal duties of the Audit and Management Engagement Committee are to consider the
appointment of external auditors, to discuss and agree with the external auditors the nature and scope of the
audit, to keep under review the scope, results and cost effectiveness of the audit and the independence and
objectivity of the auditors, to review the external auditors’ letter of engagement and management letter and
to analyse the key procedures adopted by the Company’s service providers.

The Committee also considers the appointment and remuneration of the Manager and of other suppliers of
services to the Company.

As all the Directors are non-executive, it is not proposed to have a nomination or remuneration committee.
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PART III

PLACING ARRANGEMENTS

The Placing

The Company is proposing to raise up to US$250 million, through a series of Offers, together comprising
the Placing, of which up to US$190 million is to be undertaken by the Manager as Placing Agent with any
remainder to be placed by any third party Placing Agent which may be appointed by the Company. 

As at the date of this document, the actual number of Placing Shares to be subscribed under the Placing is
not known. On the assumption that all of the Placing Shares were issued at a Placing Price of US$1.09 per
Placing Share (being the estimated unaudited Net Asset Value per Share of US$1.04 as at 7 November
2008, as published by the Company on 18 November 2008, being the latest practicable date prior to the
publication of this Prospectus, plus 4.75 per cent. of the NAV per Share in respect of the costs and expenses
of the Placing), the maximum number of Placing Shares available for issue would be 229,474,370 Placing
Shares. This maximum number should not be taken as an indication of the number of Placing Shares finally
to be issued.

The Offer Period for the First Offer is expected (subject to the Directors resolving otherwise at their sole
discretion) to open on 19 January 2009 and close on 30 January 2009. Thereafter Offer Periods are
expected (subject to the Directors resolving otherwise at their sole discretion) to occur on a quarterly basis
in April, July and October. Subject to the Directors resolving otherwise in their sole discretion, the Offer
Period in April is expected to open on 17 April 2009 and close on 30 April 2009 and the Offer Period in
July is expected to open on 20 July 2009 and close on 31 July 2009. The last Offer Period (subject to the
Directors resolving otherwise at their sole discretion) is expected to open on 19 October 2009 and close on
30 October 2009.

Whether or not Placing Shares are to be issued in respect of any Offer Period will be determined by the
Directors in their absolute discretion in light of demand for such Placing Shares. Commitments for Placing
Shares in the Placing must be received by the Manager (as placing agent to the Company) or such other
person as the Manager may notify to applicants in respect of each Offer Period, no later than the time and
date notified by the Company or the Manager for each Offer Period. There is no minimum subscription
amount. Multiple applications will be permitted.

Under the Placing Agreement, the Manager has agreed to use its reasonable endeavours to procure
subscribers for the Placing Shares at the Placing Price applicable to the relevant Offer.

On the assumption that 229,474,370 Placing Shares are issued pursuant to the Placing, following the
Placing, the interests of the Directors and the Manager will, in aggregate, amount to approximately 0.14 per
cent. of the issued share capital of the Company. Details of the Directors’ interests in Shares are set out in
paragraph 3.1 of Part V of this Prospectus and details of the Manager’s interests in Shares are set out in
paragraph 3.11 of Part V of this Prospectus.

For its services as Placing Agent, the Manager will be entitled to a placing commission equivalent to 
2.5 per cent. of the Gross Proceeds of each Offer received from placees procured by the Manager (or such
lower percentage as may be agreed by the Manager, as Placing Agent, in its sole discretion). If, pursuant to
any Offer and in accordance with the terms of the Placing Agreement, an additional Placing Agent is
appointed, such a Placing Agent will be entitled to a placing commission equivalent to 2.5 per cent. of the
Gross Proceeds of each Offer received from placees procured by the additional placing agent (or such lower
percentage as may be agreed by the Placing Agent and the Company, or by the Placing Agent, in its sole
discretion).

Further details of the Sponsor and Placing Agreement are set out in paragraph 6.1.6 of Part V of this
Prospectus. Details in relation to the transfer of Shares are set out in paragraph 5.2.7 of Part V of this
Prospectus.
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Conditions

Each issue of Placing Shares pursuant to each Offer comprised in the Placing will be conditional on the
Admission of the relevant Placing Shares so issued. In circumstances in which this condition is not fully
met, the relevant Offer may be revoked. In addition, the Directors may decide, in their absolute discretion,
not to proceed with an Offer during the Placing if it is not in the best interests of the Company.

The obligations of the Manager under the Placing Agreement are conditional, among other things, upon
Admission of the Placing Shares issued in the First Offer taking place by 8.30 a.m. on 5 February 2009 (or
such later date, being not later than 8.30 a.m. on 27 February 2009, or such later date as may be agreed by
the Company and the Manager). The Placing Agreement contains provisions entitling the Manager to
terminate the Placing Agreement at any time prior to Admission of the Placing Shares issued in the First
Offer in circumstances including, but not limited to, a material breach of the warranties given by the
Company that cannot be corrected or if the Company cannot comply with its obligations under the Placing
Agreement, in which event the First Offer will lapse. In the event that the Manager terminates the Placing
Agreement prior to Admission of the Placing Shares to be issued in the First Offer, the Company may seek
to enter into a further placing agreement in order to proceed with the remaining Offers in the Placing at the
discretion of the Directors. The Placing has not been underwritten by the Manager.

If an additional Placing Agent is appointed, the Company will enter into an agreement with the new Placing
Agent on substantially the same terms and with the same commissions payable (or such different
commissions as are agreed by the Company and the Placing Agent as described in the section headed “The
Placing” on page 49 of this Prospectus) as is provided for in the Placing Agreement.

Placing Price

The Placing Price of each Placing Share issued in respect of any Offer will be determined by the Directors
and will be equal to at least the estimated unaudited Net Asset Value per Share published immediately prior
to the closing of the relevant Offer Period, adjusted to allow for the costs and expenses of the relevant
Offer. The Placing Price per Placing Share will not be higher than a premium of 10 per cent. to the higher
of: (1) the Net Asset Value per Share published immediately prior to the closing of the relevant Offer
Period adjusted to allow for the costs and expenses of the Offer; and (2) the highest price at which Shares
have previously been issued by the Company adjusted to allow for the costs and expenses of the Offer. Any
premium to the NAV per Placing Share at which Placing Shares are issued in respect of any Offer will be
used to meet the costs and expenses of the relevant Offer and then to the benefit of existing Shareholders.
It is not therefore expected that the Net Asset Value of the Shares in issue prior to any Offer of new Placing
Shares will be diluted. 

A regulatory information service announcement will be made by the Company in advance of each Offer
which will include, amongst other information, a guide to what the Placing Price is estimated to be for the
Offer. To the extent that NAV increases or decreases between the date that the regulatory information
service announcement is made and the closing of the relevant Offer, the guide given as to the Placing Price
in the announcement may be adjusted in the discretion of the Directors. In relation to each Offer, the
estimated unaudited Net Asset Value will, for these purposes be calculated in accordance with the
Company’s stated calculation methodology as set out under the heading “Net Asset Value Publication” on
page 38 of this Prospectus. Upon the closing of the relevant Offer Period a regulatory information service
announcement will be made by the Company stating the Placing Price for that Offer.

General

All applications for Placing Shares at the Placing Price applicable to the relevant Offer will be payable in
full in cash. No commissions will be paid by the Company to any applicants under the Placing. Definitive
certificates in respect of Placing Shares issued in each Offer in certificated form are expected to be
despatched within 20 Business Days of the closing of the relevant Offer Period. Temporary documents of
title will not be issued.
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CREST

Placing Shares will be issued in registered form and may be held in either certificated or uncertificated
form and settled through CREST. Placing Shares issued in respect of each Offer in uncertificated form will
be transferred to successful applicants through the CREST system.

It is expected that the Company will arrange for Euroclear to be instructed within four Business Days of
the close of each Offer Period to credit the appropriate CREST accounts of the subscribers concerned or
their nominees, with their respective entitlements to Placing Shares. The names of subscribers or their
nominees investing through their CREST accounts will be entered directly on to the share register of the
Company.

Dealings

Application for Admission of the Placing Shares to be issued over the course of the Placing to listing on
the Official List and to trading on the London Stock Exchange’s main market for listed securities will be
made to the UK Listing Authority and the London Stock Exchange respectively in advance of the allotment
of Placing Shares pursuant to the relevant Offer. It is expected that Admission of the Placing Shares to be
issued pursuant to the First Offer will become effective and dealings in such Placing Shares will commence
on 5 February 2009. It is expected that Admission of the Placing Shares to be issued pursuant to each
subsequent Offer will become effective and dealings in such Placing Shares will commence on the fourth
Business Day following the closing of each Offer Period in respect of the Placing. 

A regulatory information service announcement will be made by the Company in advance of each Offer
which will include, amongst other information, a confirmation of the expected timetable of the Offer and
the date on which Admission of the Placing Shares issued pursuant to the Offer is expected to become
effective and when dealings in the relevant Placing Shares will commence.

The ISIN number and SEDOL code for the Placing Shares are GG00B28B2R95 and B28B2R9
respectively.

Settlement

Investors will be informed of the method and timing of payment for Placing Shares by the Company or the
Manager (or any additional Placing Agent, if applicable) prior to each Offer. To the extent that any
application is rejected in whole or in part, monies received will be returned without interest at the risk of
the applicant.

Transfer of Shares

The transfer of Shares within the CREST system following each Offer should be arranged directly through
CREST. However, an investor’s beneficial holding held through the CREST system may be exchanged, in
whole or in part, only upon the specific request of a beneficial owner to CREST for share certificates or an
uncertificated holding in definitive registered form. If a Shareholder or transferee requests Placing Shares
to be issued in certificated form and is holding such Placing Shares outside CREST, a share certificate will
be despatched either to him or his nominated agent (at his risk) within 21 days of completion of the
registration process or transfer, as the case may be, of the Placing Shares. Shareholders holding definitive
certificates may elect at a later date to hold such Placing Shares through CREST or in uncertificated form
provided they surrender their definitive certificates.

Pursuant to anti-money laundering laws and regulations with which the Company must comply in the UK
and Guernsey, the Company and its agents or the Manager will require evidence in connection with any
application for Placing Shares, including further identification of the applicant(s), before any Placing
Shares are issued.
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Overseas persons

The attention of potential investors who are not resident in, or who are not citizens of, the United Kingdom
and Guernsey is drawn to the paragraphs below.

The offer of Placing Shares under the Placing to persons who are resident in, or citizens of, countries other
than the United Kingdom and Guernsey (“Overseas Investors”) may be affected by the laws of the
relevant jurisdictions. Such persons should consult their professional advisers as to whether they require
any government or other consents or need to observe any applicable legal requirements to enable them to
subscribe for Placing Shares under the Placing. It is the responsibility of all Overseas Investors receiving
this Prospectus and/or wishing to subscribe for Placing Shares under the Placing to satisfy themselves as to
full observance of the laws of the relevant territory in connection therewith, including obtaining all
necessary governmental or other consents that may be required and observing all other formalities needing
to be observed and paying any issue, transfer or other taxes due in such territory.

No person receiving a copy of this Prospectus in any territory other than the United Kingdom or Guernsey
may treat the same as constituting an offer or invitation to him/her, unless in the relevant territory such an
offer can lawfully be made to him/her without compliance with any further registration or other legal
requirements.

Persons (including, without limitation, nominees and trustees) receiving this Prospectus should not
distribute or send it to any US Person or in or into the US or any other jurisdiction where to do so would
or might contravene local securities laws or regulations. In particular, investors should note that the Placing
Shares have not been, and will not be, registered under the Securities Act or with any securities regulatory
authority of any state or other jurisdiction of the United States and the Company has not, and will not be,
registered under the Investment Company Act. Accordingly, the Placing Shares may not be offered, sold,
pledged or otherwise transferred or delivered, directly or indirectly, within the United States or to, or for
the account or benefit of, any US person (within the meaning of Regulation S under the Securities Act)
except in transactions meeting the requirements of an applicable exemption from the registration
requirements of the Securities Act and in transactions that will not require the Company to register as an
investment company under the Investment Company Act. 

In addition, until 40 days after the commencement of each Offer Period, an offer or sale of the Placing
Shares within the United States by any dealer (whether or not participating in the Placing) may violate the
registration requirements of the Securities Act. 

The Company reserves the right to treat as invalid any agreement to subscribe for Placing Shares if it
appears to the Company or its agents to have been entered into in a manner that may involve a breach of
the securities legislation of any jurisdiction.

United States transfer restrictions 

The Manager has acknowledged and warranted in the Placing Agreement that it will not offer or sell or
procure the offer or sale of the Placing Shares except in accordance with Regulation S under the Securities
Act. The Placing Shares have not been, and will not be, registered under the Securities Act or with any
securities regulatory authority of any state or other jurisdiction of the United States and may not be offered,
sold, pledged or otherwise transferred or delivered, directly or indirectly, within the United States, or to, or
for the account or benefit of, any US person (within the meaning of Regulation S under the Securities Act)
except in transactions meeting the requirements of an applicable exemption from the registration
requirements of the Securities Act and in transactions that will not require the Company to register as an
investment company under the Investment Company Act.

The Placing Shares are being offered and sold outside the United States to non-US persons in reliance on
Regulation S under the Securities Act.

The Company has not, and will not be, registered under the Investment Company Act.
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PART IV

HISTORICAL FINANCIAL INFORMATION

HISTORICAL FINANCIAL INFORMATION FOR THE PERIOD FROM INCORPORATION TO
29 FEBRUARY 2008

The Directors Our ref: TAS: AD/ID/CB
Ceres Agriculture Fund Limited
Arnold House
St. Julian’s Avenue Direct Line: 01534 288695
St. Peter Port Email: adann@uk.ey.com
Guernsey CI
GY1 3NF 20 November 2008

Dear Sirs

Preparation of a prospectus in accordance with the PD Regulation and admission of the ordinary
shares of Ceres Agriculture Fund Limited to the Official List of the FSA

We report on the financial information set out on pages 56 to 72. This financial information has been
prepared for inclusion in the prospectus dated 20 November 2008 of Ceres Agriculture Fund Limited on the
basis of the accounting policies set out in paragraph 2. This report is required by Annex I item 20.1 of the
Prospectus Directive Regulation and is given for the purpose of complying with that paragraph and for no
other purpose.

Save for any responsibility arising under Prospectus Rule 5.5.3R(2)(f) to any person as and to the extent
there provided, to the fullest extent permitted by law we do not assume any responsibility and will not
accept any liability to any other person for any loss suffered by any such other person as a result of, arising
out of, or in connection with this report or our statement, required by and given solely for the purposes of
complying with item 23.1 of Annex I to the Prospectus Directive Regulation, consenting to its inclusion in
the Prospectus.

Responsibilities

The Directors of Ceres Agriculture Fund Limited are responsible for preparing the financial information on
the basis of preparation set out in note 2(a) to the financial information and in accordance with International
Financial Reporting Standards as adopted by the European Union.

It is our responsibility to form an opinion as to whether the financial information gives a true and fair view,
for the purposes of the Prospectus, and to report our opinion to you.

Basis of opinion

We conducted our work in accordance with Standards for Investment Reporting issued by the Auditing
Practices Board in the United Kingdom. Our work included an assessment of evidence relevant to the
amounts and disclosures in the financial information. It also included an assessment of significant estimates
and judgments made by those responsible for the preparation of the financial information and whether the
accounting policies are appropriate to the entity’s circumstances, consistently applied and adequately
disclosed.

We planned and performed our work so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
financial information is free from material misstatement whether caused by fraud or other irregularity or
error.
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Our work has not been carried out in accordance with auditing or other standards and practices generally
accepted in other jurisdictions and accordingly should not be relied upon as if it had been carried out in
accordance with those standards and practices.

Opinion

In our opinion, the financial information gives, for the purposes of the Prospectus dated 20 November
2008, a true and fair view of the state of affairs of Ceres Agriculture Fund Limited as at the dates stated
and of its profits, cash flows and recognised gains and losses for the periods then ended in accordance with
International Financial Reporting Standards as adopted by the European Union. 

Declaration

For the purposes of Prospectus Rule 5.5.3R(2)(f) we are responsible for this report as part of the Prospectus
and declare that we have taken all reasonable care to ensure that the information contained in this report is,
to the best of our knowledge, in accordance with the facts and contains no omission likely to affect its
import. This declaration is included in the Prospectus in compliance with item 1.2 of Annex I of the
Prospectus Directive Regulation.

Yours sincerely 

Ernst & Young LLP

St Peter Port
Guernsey
Channel Islands
20 November 2008
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1. AUDITED ACCOUNTS FOR THE PERIOD FROM INCORPORATION TO 29 FEBRUARY
2008

Accounts of the Company have been prepared in accordance with International Financial Reporting
Standards for the period from its date of incorporation on 17 October 2007 to 29 February 2008, in respect
of which the Company’s auditors, Ernst & Young LLP of 14 New Street, St. Peter Port, Guernsey GY1
4AF, made a report which did not contain any qualifications.
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CERES AGRICULTURE FUND LIMITED

PORTFOLIO STATEMENT
AS AT 29 FEBRUARY 2008

Nominal value of
positions at Market value

Class of investments 29 February 2008 Long Short % of net
(US$) (US$) (US$) asset

Commodities futures
Others 13,191,892 (8,476,047) 3.41

11111 11111 11111

Total futures 13,191,892 (8,476,047) 3.41
11111 11111 11111

Commodities options
Others 13,632,211 (11,920,146) 1.24

11111 11111 11111

Total options 13,632,211 (11,920,146) 1.24
11111 11111 11111

Total Futures and options 26,824,103 (20,396,193) 4.65
33333 33333 33333
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CERES AGRICULTURE FUND LIMITED

INCOME STATEMENT
FOR THE PERIOD FROM 17 OCTOBER 2007 (DATE OF INCORPORATION) TO
29 FEBRUARY 2008

For the period
from 17 October

2007 to 29 February
2008

Notes US$

Income
Interest income 974,641 
Other income 109,209 

11111

1,083,850 
11111

Expenses
Commission and fee expenses 7 5,528,641 
Other expenses 394,020 
Interest expense 29,416 

11111

5,952,077 
11111

Net loss for the period before investment result (4,868,227)

Net realised and unrealised gain/(loss) on financial assets 
and liabilities at fair value through profit or loss and 
foreign currency translations

Net realised gains on financial assets and liabilities at fair value 
through profit or loss 3 10,443,080 
Net movement in unrealised appreciation of financial assets and 
liabilities at fair value through profit or loss 3 3,285,694 
Net realised and unrealised foreign exchange losses (276,691)

11111

Net profit for the period 8,583,856 
33333

Cents

Earnings per Ordinary Share - Basic and diluted 4 6.41 

In the current period there were no gains or losses other than those recognised above.

The Directors consider all results to derive from continuing activities.

The notes on pages 61 to 72 form an integral part of these financial statements.
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CERES AGRICULTURE FUND LIMITED

BALANCE SHEET
AS AT 29 FEBRUARY 2008

2008 
Notes US$ 

Assets
Cash and cash equivalents 12 6,720,487 
Margin accounts with brokers 129,414,246 
Financial assets held at fair value through profit or loss 3 26,824,103 
Other receivables 10 697,590 

111111

TOTAL ASSETS 163,656,426 
111111

Liabilities
Financial liabilities held at fair value through profit or loss 3 20,396,193 
Other payables 11 4,042,076 
Bank overdraft 12 989,116 

111111

TOTAL LIABILITIES 25,427,385 
111111

Net assets 138,229,041 
333333

Equity
Share Premium 13 – 
Retained Earnings 138,229,041 

111111

TOTAL EQUITY 16 138,229,041 
333333

Net asset value per Ordinary Share 4 1.03

These financial statements were approved by the Board of Directors on 20 November 2008 and signed on
its behalf by:

Martyn Henley-Roussel
Director

The notes on pages 61 to 72 form an integral part of these financial statements.
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CERES AGRICULTURE FUND LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE PERIOD FROM 17 OCTOBER 2007 (DATE OF INCORPORATION) TO
29 FEBRUARY 2008

Share Retained
premium earnings Total 

US$ US$ US$

Issue of shares 134,000,000 – 134,000,000 
Transaction costs of issue of shares (4,354,815) – (4,354,815)
Transfer of share premium to retained earnings (129,645,185) 129,645,185 –
Net profit for the period – 8,583,856 8,583,856 

111111 111111 111111

– 138,229,041 138,229,041 
333333 333333 333333

The notes on pages 61 to 72 form an integral part of these financial statements.
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CERES AGRICULTURE FUND LIMITED

STATEMENT OF CASH FLOWS
FOR THE PERIOD FROM 17 OCTOBER 2007 (DATE OF INCORPORATION) TO 
29 FEBRUARY 2008

For the period
from 17 October

2007 to 29 February
2008

Notes US$

Cash flows from operating activities
Net profit for the period 8,583,856 
Adjustments to reconcile profit for the period to net cash 
inflow from operating activities
Less: Interest income (974,641)
Add: Interest expense 29,416 
Net realised gains on financial assets and liabilities at fair 
value through profit or loss (10,443,080)

Net movement in unrealised appreciation of financial assets 
and liabilities at fair value through profit or loss (3,285,694)
Interest received 706,496 
Interest paid (29,416)
Net increase in other receivables (429,444)
Net increase in other payables 4,042,076 

111111

Net cash inflow from operating activities (1,800,431)
111111

Cash flows from investing activities
Purchase of financial assets (29,159,283)
Proceeds from financial liabilities (33,898,636)
Sale of financial assets 44,682,955 
Disposal of financial liabilities 25,675,829 
Margin accounts with brokers (129,414,246)

111111

Net cash inflow used in investing activities (122,113,381)
111111

Cash flows from financing activities
Proceeds from share issued 13 134,000,000 
Transaction costs of issue of shares (4,354,817)

111111

Net cash inflow from financing activities 129,645,183 
111111

Net increase in cash and cash equivalents 5,731,371 

Cash and cash equivalents at the beginning of the period –
111111

Cash and cash equivalents at the end of the period 12 5,731,371
333333

The notes on pages 61 to 72 form an integral part of these financial statements.
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CERES AGRICULTURE FUND LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD FROM 17 OCTOBER 2007 (DATE OF INCORPORATION) TO 
29 FEBRUARY 2008

1. GENERAL INFORMATION

Ceres Agriculture Fund Limited (the “Fund”) is a closed-ended investment fund registered and
incorporated on 17 October 2007 in Guernsey. The Fund was established pursuant to the framework
introduced by the Guidance Document issued by the Guernsey Financial Services Commission. 

The Fund invests in an actively managed portfolio of primarily exchange-traded agricultural
commodity contracts and derivatives. The Fund is managed by FourWinds Capital Management.
The Fund aims to provide capital appreciation through diversified exposure to an actively managed
portfolio of primarily exchange-traded agricultural commodity contracts and derivatives and other
agricultural commodity related investments. 

Consent under the Control of Borrowing (Bailiwick of Guernsey) Ordinance, 1959 as amended has
been obtained for the raising of money by the issue of Ordinary Shares in November 2007. To
receive such consent application was made under the Guernsey Financial Services Commission’s
framework relating to Registered Closed-ended Investment Funds. Under this framework neither the
Guernsey Financial Services Commission nor the States of Guernsey Policy Council reviewed any
prospectus relating to the Ordinary Shares but instead relied on specific warranties provided by the
Guernsey licensed administrator of the Fund. Neither the Guernsey Financial Services Commission
nor the States of Guernsey Policy Council took any responsibility for the financial soundness of the
Fund or for the correctness of any of the statements made or opinions expressed with regard to it.

2. SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of preparation

These financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”), as adopted by the European Union, issued by the International Accounting
Standard Board (“IASB”) and interpretations issued by the International Financial Reporting
Interpretations Committee (“IFRIC”) of the IASB.

The Fund has adopted the US$ as its presentation currency, being the currency in which its Ordinary
Shares are issued. The presentation currency is the same as the functional currency.

The financial statements have been prepared on a historic cost basis except for financial assets and
financial liabilities at fair value through profit or loss, which are designated at fair value through
profit or loss.

(b) Financial assets and liabilities at fair value through profit or loss

The Fund designates its financial assets and liabilities at fair value through profit or loss, at initial
recognition.

Recognition/derecognition

Routine purchases and sales of investments are accounted for on the trade date. Cost is not averaged
out for futures and options. Each contract has its respective cost, if any.
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Financial assets and financial liabilities at fair value through profit or loss are initially recognised at
fair value. Transaction costs are expensed in the income statement. Subsequent to initial recognition,
all financial assets and financial liabilities at fair value through profit or loss are measured at fair
value. Gains and losses arising from changes in the fair value of the financial assets or financial
liabilities at fair value through profit or loss are recognised in the income statement in the period in
which they arise. 

Realised gains/losses on disposal/settlement of financial instruments are determined as a difference
between the disposal/settlement proceeds and cost (if any) of the financial instruments and is
recognised in the period in which they arise.

Fair value

Investments are quoted. The fair value of financial instruments traded in active markets is based on
quoted market prices at the balance sheet date. The quoted market price used for financial assets held
by the Fund is the current bid price; the appropriate quoted market price for financial liabilities is the
current asking price.

(c) Interest income and expense

Bank interest income and interest expense is recognised on an accrual basis based on the effective
interest method. Other income includes residual income on futures and is accounted for on accruals
basis.

(d) Cash and cash equivalents, Margin accounts with brokers and cash overdrawn

Cash and cash equivalents comprise cash balances held at banks. For cash flow statement purposes,
this includes bank overdrafts. The bank overdrafts are repayable on demand and form an integral
part of the Fund’s cash management. Margin accounts with brokers comprise balances held as
margin on futures with various brokers and are used as collateral to trade on commodity exchanges.

(e) Expenses

All expenses are recognised on an accrual basis.

(f) Translation of foreign currencies

Foreign currency transactions during the period are translated into US$ at the rates of exchange
ruling at the dates of the transactions. Assets and liabilities denominated in foreign currencies are
translated into US dollars at the rates of exchange ruling at the balance sheet date. Exchange
differences are included in the Income Statement.

62



(g) Changes in accounting policies

International Accounting Standard Board and International Financial Reporting Interpretations
Committee have issued the following standards and interpretations with an effective date after the
accounting period date:

International Accounting Standards (IAS/IFRS) Effective date 
(accounting periods

commencing after)

IFRS 2 Amendment to IFRS 2 – Vesting Conditions and 
Cancellations 1 January 2009 1 January 2009
IFRS 3 Business Combinations (revised January 2008) 1 January 2009
IFRS 8 Operating Segments 1 January 2009
IAS 1 Presentation of Financial Statements (revised September 2007) 1 January 2009
IAS 23 Borrowing Costs (revised March 2007) 1 January 2009
IAS 27 Consolidated and Separate Financial Statements 
(revised January 2008) 1 July 2009

International Financial Reporting Interpretations Committee (IFRIC)

IFRIC12 – Service Concession Arrangements 1 January 2008
IFRIC13 – Customer Loyalty Programmes 1 January 2008
IFRIC 14 IAS 19 – The Limit on a Defined Benefit Asset, Minimum 
Funding Requirements and their Interaction 1 January 2008

Whilst the revised IAS 1 will have no impact on the measurement of the Fund’s results or net assets
it is likely to result in certain changes in the presentation of the Fund’s financial statements from
2009 onwards. 

The Directors do not expect the adoption of the other standards and interpretations to have a material
impact on the Fund’s financial statements in the period of initial application.

3. FINANCIAL ASSETS AND LIABILITIES HELD AT FAIR VALUE THROUGH PROFIT
OR LOSS

Commodities Commodities
Futures Options Total

US$ US$ US$ 
Financial assets at fair value through profit or loss
Cost at 29 February 2008 – 9,506,508 9,506,508 
Unrealised gain 13,191,892 4,125,703 17,317,595

11111 11111 11111

Market value at 29 February 2008 13,191,892 13,632,211 26,824,103
33333 33333 33333

Financial liabilities at fair value through profit or loss
Cost at 29 February 2008 – 6,364,292 6,364,292 
Unrealised loss 8,476,047 5,555,854 14,031,901

11111 11111 11111

Market value at 29 February 2008 8,476,047 11,920,146 20,396,193 
33333 33333 33333

Net realised gains on financial assets and financial liabilities 
at fair value through profit or loss 10,443,080 
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4. EARNINGS PER SHARE

Earnings per share is based on the net gain for the period attributable to shareholders of the
Company US$8,583,856 and on 134,000,000 Ordinary Shares, being the weighted average number
of shares in issue during the period. There are no dilutive instruments and therefore basic and diluted
earnings per share are identical.

5. RISK MANAGEMENT POLICIES AND DISCLOSURES

The Fund may utilize a variety of financial instruments in its investing strategy. Several of these
instruments contain varying degrees of off-balance sheet risk whereby changes in market values of
the securities underlying the instrument may be in excess of the amounts recorded on the Fund’s
balance sheet. Investments expose the Fund to varying risks including market, liquidity, and
credit/counterparty risks. A description of the specific risks and the policies of managing these risks
are included below. 

(a) Market price risk

Market risk is the risk that the market price of a financial instrument will fluctuate due to changes in
foreign exchange rates, market interest rates and factors specific to the commodities or its issuer or
factors affecting all commodities traded in the market. 

Market price risk arises mainly from uncertainty about future values of investments held. It
represents the potential loss the Fund might suffer through holding market positions in the face of
price movements. The Manager actively monitors market prices and reports to the Board as to the
appropriateness of the investments held. Market risk is managed for the portfolio by investing in
traditionally uncorrelated commodities, specifically; fibers, tropicals, grains, livestock. Specific risk
parameters addressing the maximum percentage in each sector, as well as parameters specific to the
allowable margin to equity ratio of each Commodity Trading Adviser (“CTA”), serve to protect
against severe exposure in any market. The Fund also monitors a daily Value-at-Risk (VaR)
calculation to ensure it does not exceed maximum risk guidelines.

At 29 February 2008, the overall market risk exposures were as follows:

Commodities Commodities % of net
Futures Options Total asset

US$ US$ US$

Financial assets held at fair value through 
profit or loss 13,191,892 13,632,211 26,824,103 19.41
Financial liabilities held at fair value 
through profit or loss (8,476,047) (11,920,146) (20,396,193) (14.76)

11111 11111 11111 11111

4,715,845 1,712,065 6,427,910 4.65 
33333 33333 33333 33333

Market Risk Assessment

The Investment Committee of the Manager has set limits on the level of risk that may be accepted
in the portfolio. The VaR methodology is applied in order to assess the market risk of positions held
within the portfolio and to estimate the potential economic loss based on a number of parameters and
assumptions. VaR is a method used in measuring financial risk by estimating the potential negative
change in the market value of a portfolio at a given confidence level and over a specified time
horizon. SunGard’s Kiodex Risk Workbench, a commodities risk management solution, is used to
calculate VaR. Additional details on the methodology are provided below under ‘VaR Assumptions
and Methodology’.
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5. RISK MANAGEMENT POLICIES AND DISCLOSURES (continued)

The portfolio VaR as well as trader’s individual VaR, including incremental VaR, is calculated on a
daily basis using Kiodex. Incremental VaR represents the trader’s contribution to the total portfolio
VaR and provides an additional layer of risk analysis. In addition, Kiodex provides the flexibility to
drill down and view risk at the position level. 

In addition to VaR, the Investment Committee reviews other measures of sensitivity and exposure
known as the greeks (delta, gamma, vega). The portfolio greeks as well as trader’s individual greeks
are calculated on a daily basis using Kiodex. The Investment Committee utilises the greeks in order
to evaluate exposure to various commodity markets (grains, livestock, fibres, tropicals) as well as
individual commodities and commodity contracts. The measures are useful in managing
concentration risk in the portfolio.

VaR Assumptions and Methodology

The VaR that the Investment Committee measures is an estimate, using a confidence level of 95 per
cent., of the potential loss that is not expected to be exceeded if the current market risk positions
were to be held unchanged for one day.

For example, assume the portfolio 1-day VaR is $1.25 million. This implies that under normal
trading conditions the Investment Committee can be 95 per cent. confident that a change in the value
of the portfolio would not result in a decrease of more than $1.25 million during one day. If the Net
Asset Value (NAV) of the portfolio is $150 million, this would mean that the 1-day, 95 per cent. VaR
is approximately 0.83 per cent. of the NAV (in percentage terms). As at February 29, 2008, VaR was
0.80 per cent. of the NAV of the Fund.

Kiodex Monte Carlo VaR is generated using historic correlations and implied early expiry volatilities
as explained below.

The 1-day VaR is calculated assuming a 95 per cent. confidence level using a Monte Carlo
simulation. Correlations are generated from a predetermined time period of 90 days. Each
commodity is correlated through a two-factor model, with the long and short end of the curve each
representing a factor. Both factors are correlated to both ends of every other commodity. A curve is
the relation between the price of a commodity contract and time (month) at which the contract
matures (or expires). The short end of the curve refers to the ‘spot’ or ‘front’ month contract which
is the next futures contract due to expire for a particular commodity. The long end of the curve refers
to commodity contracts that expire further out in the future. Both factors are also correlated to each
other to measure the level of curve twisting which may occur in a random scenario. It is this two
factor model which enables curves to move from contango to backwardation in markets where this
is applicable. For example, markets such as gold which never go into backwardation, would not
show backwardation as a likely scenario. Other curves, which easily flip to varying states of
backwardation and contango, will show twists in a number of scenarios.

Once correlations are generated the magnitude of market data shifts are simulated. The magnitude of
the range of curve bumps throughout scenarios is determined from the implied at the money early
expiry volatilities of each contract.

The implied volatility of a contract represents the term volatility. When a VaR is run for a period
shorter than the term of the contract, volatility for the chosen horizon must be determined from both
the term volatility and the volatility distribution defined by the Kiodex model parameters.

Mark to markets are then run against a variety of scenarios. The results are ordered from the most
positive to the most negative mark to market change. A VaR level is chosen to represent the path in
percentage terms. If 1000 paths are used, a 95 per cent. VaR represents the 950th best path, or the
50th worst past.

Different paths are used to determine the VaR of a trade, book, and portfolio within the same risk
report. For example, a trader’s VaR represents that particular trader’s 95 per cent. VaR level, while a
position VaR represents the 95 per cent. VaR level for that particular position.
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5. RISK MANAGEMENT POLICIES AND DISCLOSURES (continued)

Limitations of the VaR Methodology

The VaR that is utilized in our risk analysis is a ‘point-in-time’ calculation, reflecting positions
recorded at that date, which does not necessarily reflect the risk positions held at any other time. VaR
is a statistical estimation and therefore it is possible that there could be, in any period, a greater
number of days in which losses could exceed the calculated VaR implied by the confidence level.
Although losses are not expected to exceed the calculated VaR on 95 per cent. of occasions, on the
other 5 per cent. of occasions, losses will be greater and might be substantially greater than the
calculated VaR.

(b) Interest rate risk

The Fund is not subject to significant amounts of risk due to fluctuations in the prevailing levels of
market interest rates. Any excess cash and cash equivalents are invested at short-term market interest
rates which mitigate interest rate risk and allows for the cash and cash equivalent assets to be
positively correlated to interest rates. The Fund’s interest-bearing financial assets and liabilities
expose it to risks associated with the effects of fluctuations in the prevailing levels of market interest
rates on its financial position and cash flows.

The table below summarises the Fund’s exposure to the interest rate risk. It includes the Fund’s
assets and liabilities at fair values, categorised by the earlier of contractual re-pricing or maturity
dates.

At 29 February 2008
Up to Non-interest Total 

1 month bearing
US$ US$ US$ 

Assets
Cash and cash equivalents 6,720,487 – 6,720,487 
Margin accounts with brokers 129,414,246 – 129,414,246 
Financial assets held at fair value through 
profit or loss – 26,824,103 26,824,103 
Other receivables – 697,590 697,590

111111 111111 111111

Total Assets 136,134,733 27,521,693 163,656,426 
333333 333333 333333

Liabilities
Financial liabilities held at fair value through 
profit or loss – 20,396,193 20,396,193 
Bank overdraft 989,116 – 989,116 
Other payables – 4,042,076 4,042,076 

111111 111111 111111

Total Liabilities 989,116 24,438,269 25,427,385 
333333 333333 333333

Interest rate sensitivity gap 135,145,617 3,083,424 138,229,041 
333333 333333 333333

Interest rate sensitivity

At 29 February 2008, should interest rates have lowered between 10 and 25 basis points with all
other variables remaining constant, the decrease in net assets attributable to holders of redeemable
shares for the period would amount to approximately US$108,908 and US$272,269 respectively. If 
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5. RISK MANAGEMENT POLICIES AND DISCLOSURES (continued)

interest rates had risen by 10 and 25 basis points, the increase in net assets attributable to holders of
redeemable shares would amount to approximately US$108,908 and US$272,269 respectively.

The Fund’s cash assets are positively correlated to interest rates. These are held in cash at the various
brokers (and HSBC), and as interest rates rise, the interest earned would follow (rise) thus increasing
the value of the Fund.

The carrying amount of financial assets and financial liabilities approximates their respective fair
value as at 29 February 2008.

(c) Liquidity risk

Liquidity risk is defined as the risk that the Fund may not be able to settle or meet its obligations on
time or at a reasonable price. The Fund manages the overall liquidity by investing through
Commodity Trading Advisers (“CTA”) who trade in various US and European markets. The
derivatives in which they trade are exchange products, with standardised contracts and large volume
and open interest numbers. In addition, the Fund is fully funded. 

Under its Articles, the Fund has the ability to incur borrowings of up to 25 per cent. of its Net Asset
Value but the Fund’s policy is to restrict any borrowings to a maximum of 10 per cent. of Net Asset
Value. The Board intends to use this only for short-term liquidity, working capital requirements and
to fund share buy backs. The use of such borrowings may have an adverse effect on the Fund’s
ability to achieve its target returns. It should be noted that the Board’s policy is to maintain a strong
capital base so as to maintain shareholder value and to sustain future development of the Fund (see
note 5(g)).

The table below analyses the Fund’s financial assets and liabilities into relevant maturity groupings
based on the remaining period at the balance sheet date to the contractual maturity date. The
amounts in the table are the contractual undiscounted cash flows.

At 29 February 2008
Less than 1-3 3-12

1 month months months Total
US$ US$ US$ US$

Assets
Cash and cash equivalents 6,720,487 – – 6,720,487 
Margin accounts with brokers 129,414,246 – – 129,414,246 
Financial assets held at fair value 
through profit or loss 218,287 7,495,691 19,110,125 26,824,103 
Other debtors and accrued income 697,590 – – 697,590 

11111 11111 11111 11111

137,050,610 7,495,691 19,110,125 163,656,426 
33333 33333 33333 33333

Liabilities
Financial liabilities at fair value 
through profit or loss 291,062 5,761,185 14,343,946 20,396,193 
Bank overdraft 989,116 – – 989,116 
Other creditors and accrued expenses 4,042,076 – – 4,042,076 

11111 11111 11111 11111

Total liabilities 5,322,254 5,761,185 14,343,946 25,427,385 
33333 33333 33333 33333

Net assets attributable to Shareholders 138,229,041 
33333
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5. RISK MANAGEMENT POLICIES AND DISCLOSURES (continued)

(d) Currency risk

The majority of the Fund’s financial assets and liabilities are based in US$, the functional currency.
Currency risk is the risk that the value of non-USD based financial instruments will fluctuate due to
changes in foreign exchange rates. The table below indicates the currencies and amounts the Fund
was exposed to, as of 29 February 2008. 

Conversion Value % of net
Currency Amount rate US$ assets

USD 137,142,572 1.0000 137,142,572 99.21
GBP 154,694 1.9884 307,594 0.23
EURO 512,722 1.5191 778,876 0.56

11111

100.00
11111

(e) Credit risk

The Fund takes on exposure to credit risk, which is the risk that a counterparty will be unable to pay
amounts in full when due. The Fund is exposed to credit risk in relation to its cash balances,
investments and debtor balances as stated in the balance sheet.

All transactions in listed securities are traded on a delivery versus payment basis. The trade will fail
if either party fails to meet its obligation. Credit risk on a derivative instrument is limited to the
amount of initial margin paid plus any variation margin.

The Fund seeks to work with clearing brokers who are large, stable market leaders that meet the
highest operational and organisational standards. The Fund deals with at least three clearing brokers
at all times. These brokers are subject to Commodities Futures Trading Commission (“CFTC”)
regulation and as such must keep regulated futures accounts segregated from their corporate assets. 

As at 29 February 2008, the Fund’s assets were held at three different Futures Commodity
Merchants (“FCM”) and at HSBC (administrator) with the following weights*:

Broker % of net assets

MFGlobal 67
Marex 14
PruBache 14
HSBC (cash only) 5

11111

Total 100
33333

*   The FCM accounts are segregated by CFTC regulations so that they are not comingled with the Brokers’ assets.

(f) Off-balance sheet risk

Furthermore, the Fund enters into investment transactions which attract off-balance sheet market
risks and off-balance sheet credit risks. An off-balance sheet market risk exists when the maximum
potential loss on a particular investment is greater than the value of such investment as reflected in
the Balance Sheet. Off-balance sheet credit risk exists, among other situations, when the collateral
received by the Fund from the counterparty to an agreement with the Fund proves to be insufficient
to cover the Fund’s losses resulting from a default by the counterparty of its obligation to perform
under the terms of the agreement. Margin deposits with brokers are held as collateral for futures.
This risk is inherent in investing in futures. By instituting all the items discussed in note 5,
principally Market risk assessment in 5(a) and Credit risk in 5(e), the Fund is addressing and
mitigating this risk factor.

68



5. RISK MANAGEMENT POLICIES AND DISCLOSURES (continued)

(g) Capital management

The Board’s policy is to maintain a strong capital base so as to maintain shareholder value and to
sustain future development of the Fund. The Board manages the Fund’s affairs to achieve
shareholder returns through capital growth rather than income, and monitors the achievement of this
through growth in Net Asset Value per share. Gearing may be employed by the Fund with the aim
of enhancing shareholder returns and for short-term liquidity and working capital requirements. The
Fund is not subject to externally imposed capital requirements except for the margin requirements
imposed by the exchanges in which the brokers trade.

6. TAXATION

The Fund is a Guernsey Exempt Company and is therefore not subject to taxation on its income
under the Income Tax (Exempt Bodies) (Guernsey) Ordinance, 1989. An annual exempt fee of £600
has been paid. With effect from 1 January 2008, Guernsey’s Corporate Tax Regime has changed.
There is however no effect on the fund’s tax position as a result of this change as the fund will
continue to register as tax exempt.

7. COMMISSION & FEES EXPENSES

2008 
US$ 

Performance fees expense 1,171,851 
Management fees expense 781,938 
Trader performance fees 3,137,056 
Commission fees expense 327,504 
Directors’ fees expense 41,783 
Administration fees expense 40,080 
Audit fees expense 28,429 

11111

5,528,641 
33333

8. ADMINISTRATION FEES

The Administrator shall be paid fees for acting as administrator of the Fund on a sliding scale, based
on the Net Asset Value of the Fund, as follows:

US$0 to US$100,000,000 0.12 per cent. per annum
US$100,000,000 to US$250,000,000 0.09 per cent. per annum
US$250,000,000 to US$500,000,000 0.06 per cent. per annum
Above US$500,000,000 0.03 per cent. per annum

subject to a minimum monthly fee of US$10,000, or such other fees as may be agreed on normal
commercial terms between the Administrator and the Fund from time to time. The Administrator
will also be paid a termination/re-structuring fee of US$5,000 upon termination/liquidation of the
Fund and any future restructure of the Fund will incur a minimum fee of US$10,000.

The fee will accrue on a monthly basis and will be payable monthly in arrears. 

The administration fees payable for the period were US$40,080.
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9. MANAGER FEES

The Fund shall pay to the Manager a ‘base fee’ which is equal to 0.375 per cent. of the Net Asset
Value per calendar quarter. 

In addition the Manager is entitled to a Performance Fee which is an amount equal to 20 per cent. of
the appreciation in the Net Asset Value over the highwater mark Net Asset Value multiplied by
(1+(0.08 x (n/y))) where n = the number of calendar days in the calculation period for which the
particular share was in issue and y = 365, in a leap year, 366. 

10. OTHER RECEIVABLES

2008 
US$ 

Pre-payments 429,445 
Interest receivable 268,145 

11111

697,590 
33333

11. OTHER PAYABLES

2008 
US$ 

Commission and fees expense 4,013,699 
Due to broker 19,643 
Others 8,734 

11111

4,042,076 
33333

12. CASH AND CASH EQUIVALENTS

2008 
US$ 

Cash and cash equivalents 6,720,487 
Bank overdraft (989,116)

11111

At 29 February 2008 5,731,371 

Represented by:
Cash at bank 5,731,371 

33333

13. SHARE CAPITAL

The authorised share capital of the Fund on incorporation was represented by an unlimited number
of Ordinary Shares of no par value. At incorporation, two Ordinary Shares were subscribed for by
the subscribers to the Memorandum of Association. On 27 November 2007 (the date of admission of
the Fund to the Official List of the UK Listing Authority and to trading on the Main Market of the
London Stock Exchange), a further 133,999,998 Ordinary Shares were issued. Prior to admission, on
9 November 2007, the holders of the two issued Ordinary Shares in the Fund passed a written special
resolution approving the cancellation of the entire amount which would stand to the credit of the 
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13. SHARE CAPITAL (continued)

share premium account immediately after admission, conditionally upon the issue of the Ordinary
Shares and the payment in full thereof. An application was made to the Royal Court of Guernsey to
confirm the reduction of the share premium account. This cancellation, which was granted on 
4 January 2008, will enable the Fund to effect purchases of its own shares. 

Under the Articles, the Directors have wide powers to issue further shares or reissue shares held in
treasury, on a pre-emptive and non pre-emptive basis. The Directors will consider issuing further
shares at a price per share that is not less than the then prevailing Net Asset Value per share or, in
relation to shares held in treasury, at no more than a 5 per cent. discount to the then prevailing Net
Asset Value per share or, if less, the average discount at which all the shares then held in treasury
were repurchased by the Fund.

The Shareholders (except for the holders of treasury shares, who shall have no such right) have the
right to receive notice of, and to attend and vote at, general meetings of the Fund and each holder of
Ordinary Shares being present in person or by attorney at a meeting upon a show of hands has one
vote and upon a poll each such holder present in person or by proxy or by attorney has one vote in
respect of each Ordinary Share held by him. 

Shareholders (except for the holders of treasury shares, who shall have no such right) are entitled to
receive, and participate in, any dividends or other distributions out of the profits of the Fund
available for dividend and resolved to be distributed in respect of any accounting period or other
income or right to participate therein.

2008 
US$ 

Authorised, issued and fully paid
Unlimited Ordinary Shares of no par value –

33333

The issue of shares took place as follows

No. of 
Ordinary Share Share

Shares Capital Premium
US$ US$

At 17 October 2007 (date of incorporation) 2 – –
Issued during the period 133,999,998 – 134,000,000 

111111 111111 111111

Balance at 29 February 2008 134,000,000 – 134,000,000 
333333 333333 333333

SHARE PREMIUM

2008 
US$ 

At 17 October 2007 (date of incorporation) –
Share Premium on initial raising 134,000,000 
Less: Share issue costs (4,354,815)
Transfer to retained earnings (129,645,185)

11111

Share Premium –
33333
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14. EXCHANGE RATES

The exchange rates used in preparation of the financial statements are:

Closing rate at 29 February 2008 US$ 1 = GBP 0.5029
Closing rate at 29 February 2008 US$ 1 = EURO 0.6580

15. RELATED PARTY TRANSACTIONS

Transactions with related parties are based on terms equivalent to those that prevail in an arm’s
length transaction. 

2008 
US$ 

Remuneration of directors 20,717 
Management fee 781,938 
Performance fees 1,171,851

11111

1,974,506
33333

Kimberly Tara, a director and shareholder of the Manager, is a Director of the Fund. 

16. RECONCILIATION OF NET ASSET VALUE

2008 
US$ 

Published Net Asset Value attributable to Ordinary Shareholders as at 
29 February 2008 141,477,540 
Preliminary expenses charged to equity/share premium (3,248,499)

11111

Net assets attributable to Ordinary Shareholders as at 29 February 2008 138,229,041 
33333

Preliminary expenses are written off in the first year of operation before 31 December 2008 in
accordance with the Fund’s prospectus. For the purpose of calculation of NAV the preliminary
expenses are written off every month proportionately. 

17. SUBSEQUENT EVENTS

On 11 April 2008, the Company issued 4,646,418 Ordinary Shares at a price of US$1.12 per share.

On 30 October 2008, Landsbanki Securities (UK) Limited ceased to be the Sponsor and the Broker
of the Company and BDO Stoy Hayward LLP was appointed as the Sponsor and Cenkos Securities
plc was appointed as the Broker of the Company.
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2. UNAUDITED INTERIM REPORT FOR THE PERIOD FROM INCORPORATION TO 
30 JUNE 2008

On 29 August 2008, the Company published its unaudited interim report for the period from its date of
incorporation on 17 October 2007 to 30 June 2008. The information set out below has been extracted
without material adjustment from the unaudited interim report of the Company for the period from 
17 October 2007 to 30 June 2008.

The unaudited interim report as so extracted contained the following errors:

Balance Sheet

The breakdown of Equity should be read as follows so that the figure matches with the statement of
changes in Equity on page 83 of this Prospectus:

2008
Notes US$

Equity
Share premium 13 5,203,988
Retained Earnings 144,011,516

111111

Total Equity 16 149,215,504
333333

Though this resulted in a change in the breakdown of share premium and retained earnings, this change did
not impact the Net Asset Value of the Fund.

Notes to the financial statements

Note 5(a) Market price risk (under Risk Management Policies and Disclosures)

The correct figures in the Market Price Risk table under this note should be as follows:

At 30 June 2008, the overall market risk exposures were as follows:

Commodities Commodities Fixed
Futures Options Income Total % of

US$ US$ US$ US$ net asset
Financial assets held at fair value 
through profit or loss 9,283,990 4,867,942 80,970,210 95,122,142 64.06 
Financial liabilities held at fair 
value through profit or loss (5,039,983) (3,963,756) – (9,003,739) (6.03)

11111 11111 11111 11111 11111

4,244,007 904,186 80,970,210 86,118,403 58.03 
33333 33333 33333 33333 33333

Note 15 – Related party transactions

The correct figures in the table under this note should read as follows:
2008 
US$ 

Remuneration of directors 92,000
Management fee 1,995,351
Performance fees 1,443,055

11111

3,530,406
33333

These errors in the Notes to the financial statements did not affect the figures in the financial statements contained
in the interim report and the correct figures can be found in the Balance Sheet and the Income Statement.
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CERES AGRICULTURE FUND LIMITED 

CHAIRMAN’S STATEMENT AND INTERIM MANAGEMENT REPORT
For the period ended 30 June 2008

Highlights

● Strong performance in second quarter of an increase in the Fund’s NAV of 4.81 per cent..

● Inception to date returns of 8.82 per cent..

● Net asset value of $1.09 per share as at 30 June 2008.

● Annualised return of 15.92 per cent. from inception to end of second quarter 2008 (unaudited).

Introduction

Dear Shareholders, 

It is my pleasure to report the unaudited interim results of Ceres Agriculture Fund Limited. 

Ceres was able to produce positive returns for its shareholders with substantially less volatility than the
underlying agricultural commodity complex. Fourwind Capital Management, the Manager, seeks to capture
the short term inefficiencies and the long term trends in the agricultural commodities while preserving
investor capital in adverse market conditions. The period since inception to 30 June 2008 proved the
Manager’s ability to do just that.

June 2008 was a month rich with short term trading opportunities as record floods spread across major U.S.
grain producing states. Ceres was able to profit from the price increase that took place in the grain complex
and the Fund gained 3.81 per cent. during the month of June. Livestock, tropical, and fiber traders profited
during June as well.

Following the rally in agricultural commodities in February 2008, agricultural commodities experienced a
sell-off of approximately 16 per cent. in March (as measured by the Dow Jones – AIG Agriculture Total
Return Sub-Index). Due to Ceres’ active approach, traders were able to reduce exposure and thus limited
losses to 1.89 per cent. for the month of March.

Overall the Board is very pleased with the Fund’s resilience to price movements in the agricultural markets
and the Manager’s ability to effectively manage the portfolio and achieve generally stable and consistent
returns for investors regardless of the price movements in the underlying agricultural commodities. 

Net Asset Value

The Company’s net asset value per share is $1.09 as at 30 June 2008. No dividends have been announced. 
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Outlook

The Manager expects the volatility of the individual commodities to remain high as compared to historical
levels and as a result trading opportunities should remain abundant in the agricultural commodity complex.
The Manager will continue to seek out qualified agricultural traders and it has already identified three
potential candidates for the tropical and fiber commodity buckets. The Manager has proved its ability to
generate risk adjusted returns that are uncorrelated to traditional asset classes and anticipates a second fund
raising later in 2008.

Shareholders should note that further information about the Company is available on its website at
www.ceresagriculture.com.

Hans-Willem van Tuyll
Chairman
22 August 2008
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CERES AGRICULTURE FUND LIMITED 

DIRECTORS’ REPORT

The Directors present their report and the unaudited financial statements for the period from incorporation
on 17 October 2007 to 30 June 2008. 

Ceres Agriculture Fund Limited (“Ceres”) was registered on 17 October 2007 with Registered Number
47896 and is domiciled and incorporated in Guernsey, Channel Islands. The Company is a close-ended
investment company with limited liability formed under The Companies (Guernsey) Law, 1994 (the
“Companies Law”) and its Ordinary Shares are traded on London Stock Exchange. 

Principal activity and business review

The principal activity of the Company during the period was that of an investment company. The Company
is expecting to continue its activities in the coming year. A review of the period is provided in the
Manager’s Report.

Results and dividends

The results for the period and the Company’s financial position at the end of the period are shown on page
82. No dividend was declared during the period.

Directors

The Directors of the Company who served during the period were:

Baron Hans-Willem Reinier van Tuyll van Serooskerken (Chairman)
Martyn Henley-Roussel
Howard Myles (Chairman of the Audit Committee)
Kimberly Tara

The Directors’ interests in the share capital of the Fund at 30 June 2008 were:

Number of
Ordinary Shares

Howard Myles 20,000 
Kimberly Tara* 500,000 

*  K. Tara’s interest is in respect of Ordinary Shares owned by Fourwinds Capital Management of which she is a director and

shareholder
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Substantial interests in share capital

As at 30 June 2008, the following holdings representing more than 3 per cent of the Fund’s issued share
capital had been reported.

Number of Percentage
shares held

The Bank of New York (Nominees) Limited 10,420,000 7.52%
The Bank of New York (Nominees) Limited 9,750,000 7.03%
BNY (OCS) Nominees Limited 4,449,310 3.21%
Euroclear Nominees Limited 7,585,549 5.47%
Chase Nominees Limited 20,000,000 14.43%
Euroclear Nominees Limited 32,715,000 23.60%
Goldman Sachs Securities (Nominees) Limited 7,063,000 5.09%
HSBC Global Custody Nominee (UK) Limited 20,000,000 14.43%
Pershing Nominees Limited 5,215,900 3.76%

The Manager

FourWinds Capital Management was appointed Manager on 5 November 2007. The independent Directors
have reviewed the performance of the Manager and are satisfied that the continued appointment of the
Manager on the terms agreed is in the best interests of the shareholders and the Fund.

Auditors

Ernst & Young LLP have been appointed as auditors of the Fund and have expressed their willingness to
continue in office.

Listing Requirements

On 27 November 2007 the Fund’s Ordinary Shares were admitted to trading on the main market of the
London Stock Exchange.

Authorised and Issued Share Capital

Upon incorporation two Ordinary Shares of no par value were issued at a price of US$1 per share. On
27 November 2007, the Company issued 133,999,998 shares in its initial placing at an offer price of US$1
per share.

On 11 April 2008, the Company issued 4,646,418 shares at an offer price of US$1.12 per share.

Corporate Governance

As a closed-ended investment company registered in Guernsey, the Company is eligible for exemption
from the requirements of the Combined Code (the “Code”) issued by the UK Listing Authority. The Board
has however put in place a framework for corporate governance which it believes is suitable for an
investment company. The Company is committed to complying with the corporate governance obligations
which apply to Guernsey registered companies. In addition, the Company has complied from Admission
with the AIC Code of Corporate Governance produced by the Association of Investment Companies and is
not presently aware of any respects in which it departs from the AIC Code.
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The Board

All the Directors are non-executive and so there is no nomination or remuneration committee. 

The Articles of Association provide that unless otherwise determined by the Board, the number of the
Directors shall not be less than two and the aggregate remuneration of all Directors in any 12 month period,
or pro rata for any lesser period, shall not exceed £150,000 or such sum as may be approved by the
Company in general meeting. Kimberly Tara is not entitled to receive a Director’s fee. The Directors
currently receive annualised aggregate Directors fees of £70,000. 

The Board generally meets at least four times a year at which time the Directors will review the
management of the Company’s assets and all other significant matters so as to ensure that the Directors
maintain overall control and supervision of the Company’s affairs. The Board is responsible for the
appointment and monitoring of all service providers to the Company. Between these quarterly meetings
there is regular contact with the Manager. The Directors are kept fully informed of investment and financial
controls and other matters that are relevant to the business of the Company and should be brought to the
attention of the Directors. The Directors also have access to the Secretary and, where necessary in the
furtherance of their duties, to independent professional advice at the expense of the Company.

The Audit and Management Engagement Committee meets twice a year. In addition, there were a small
number of ad hoc meetings of the board to approve the listing of the Company, placings of Ordinary Shares
and to review specific items between the regular scheduled quarterly meetings. Attendance at the regular
Board and Audit and Management Engagement Committee meetings for the period from incorporation to
1 August 2008 was as follows:

Number of Hans Willem M H
meetings held K Tara Van Tuyll H Myles Roussel

Board meetings 3 2 3 3 3
Audit and Management
Engagement Committee meetings 2 N/A 2 2 2
Ad hoc Board meetings 6 4 4 6 5

The Board has a breadth of experience relevant to the Company and the Directors believe that any foreseeable
changes to the Board’s composition can be managed without undue disruption. With any new Director
appointment to the Board, consideration will be given as to whether an induction process is appropriate.

Statement of Directors’ responsibilities 

We confirm to the best of our knowledge:

(a) the Chairman’s Statement and Interim Management Report include a fair review of the development
and performance of the business and position of the Company together with a description of the
principal risks and uncertainties that the Company faces as required by the Disclosure and
Transparency Rules of the UK Listing Authority1.

(b) the half-yearly financial report for the period ended 30 June 2008 has been prepared in accordance
with IAS 34 “Interim Financial Reporting” and gives a true and fair view of the assets, liabilities,
financial position, profits and losses of the Company.

Signed on behalf of the Board of Directors by:

Director

22 August 2008
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CERES AGRICULTURE FUND LIMITED 

MANAGER’S REPORT
For the period from 17 October 2007 (date of incorporation) to 30 June 2008

The Company’s portfolio is managed by FourWinds Capital Management (the ‘Manager’).

The Manager is pleased to report that the Net Asset Value of the Company grew by 8.82 per cent. over the
period from the commencement of trading activity on 7 December 2008 through 30 June 2008.

Among the twenty traders in the Fund, the rate of return of ten traders was up by more than 10 per cent.
while the loss of only one trader was greater than 10 per cent.

Discretionary grain traders were amongst the best performers in the Fund. Eighteen of the twenty traders
exhibited positive performance. Option traders taking positions in anticipation of decreasing volatility
levels in agriculture markets struggled but losses were limited as a result of tight risk management
constraints employed by the Manager.

Short to medium term frequency trading styles performed favourably as compared to long term trading
styles since traders had to cope with sharp increases in intra-day volatility. Huge inflows of capital into
passively managed commodity investment vehicles required traders to be extremely vigilant in the
monitoring of their positions since those inflows often generated substantial disruptions in the price of
commodities irrespective of the fundamentals of the underlying agriculture markets.

Many directional traders benefited from sharp moves in the price actions of several “hot” commodities such
as wheat, corn, and soybeans. Despite less favourable market conditions for arbitrage strategies, relative
value traders were able to generate gains. Our lean hog and sugar spread traders posted double-digit returns
in such an environment while our cotton trader posted limited losses. The cotton trader’s bearish spread
positions were challenged by a sudden increase in demand for the front month cotton contract.

Options were mainly used in the grain market, both for hedging (mainly wheat) and for directional trading
(mainly corn, soybeans and rapeseed). 

Overall risk at the portfolio level was managed very well during the period. The daily Value-at-Risk (VaR)
with 95 per cent. confidence averaged 0.48 per cent. and never exceeded 1.23 per cent., remaining below
the internal limit of 1.50 per cent..

Among the twenty traders in the Fund, five ended the period with a negative incremental VaR, meaning that
they decreased the overall risk in the Fund. Consideration is being given to increasing the allocation to
some traders in order to keep the low risk profile of the Fund while continuing to deliver strong returns. 

The Manager continues to look for additional seasoned traders in agriculture markets in order to take
advantage of the increasing demand for the commodities and to capitalise on the substantial volatility
embedded in futures and options agriculture markets.

FourWinds Capital Management

22 August 2008
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CERES AGRICULTURE FUND LIMITED

PORTFOLIO STATEMENT
AS AT 30 June 2008

Nominal 
value of 

positions 
at 30 June Market value % of net 

2008 Long Short asset
Class of investments (US$) (US$) (US$)

Commodities futures
Others – 9,283,990 (5,039,983) 2.84 

11111 11111 11111 11111

Total Futures – 9,283,990 (5,039,983) 2.84 
33333 33333 33333 33333

Commodities options
Others – 4,867,942 (3,963,756) 0.61 

11111 11111 11111 11111

Total Options – 4,867,942 (3,963,756) 0.61 
33333 33333 33333 33333

Fixed income
US Treasury Bill 0% 09/11/2008 – 80,970,210 – 54.26 

11111 11111 11111 11111

Total Fixed income – 80,970,210 – 54.26 
33333 33333 33333 33333

Total Futures, Options and Fixed income – 95,122,142 (9,003,739) 57.71 
33333 33333 33333 33333

The notes on pages 85 to 96 form an integral part of these financial statements.
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CERES AGRICULTURE FUND LIMITED 

INCOME STATEMENT
FOR THE PERIOD FROM 17 OCTOBER 2007 (DATE OF INCORPORATION) TO 30 JUNE 2008 

For the period
from 17 October
2007 to 30 June

2008
Notes US$

Income
Interest income 1,533,190
Other income 267,499

11111

1,800,689
11111

Expenses
Commission and fee expenses 7 9,961,817 
Other expenses 1,035,977 
Interest expense 126,228 

11111

11,124,022 
11111

Net loss for the period before investment result (9,323,333)

Net realised and unrealised gain/(loss) on financial assets 
and liabilities at fair value through profit or loss and 
foreign currency translations

Net realised gains on financial assets and liabilities at fair 
value through profit or loss 3 20,605,385 
Net movement in unrealised appreciation of financial assets 
and liabilities at fair value through profit or loss 2,839,682 
Net realised and unrealised foreign exchange losses 244,597 

11111

Net profit for the period 14,366,331
33333

Cents 

Earnings per share – Basic and diluted 10.36 

In the current period there were no gains or losses other than those recognised above.

The Directors consider all results to derive from continuing activities.

The notes on pages 85 to 96 form an integral part of these financial statements.
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CERES AGRICULTURE FUND LIMITED 

BALANCE SHEET
AS AT 30 JUNE 2008

2008 
Notes US$ 

Assets
Cash and cash equivalents 12 2,943,241 
Margin accounts with brokers 66,414,123 
Financial assets held at fair value through profit or loss 3 95,122,142 
Other receivables 10 389,020 

111111

TOTAL ASSETS 164,868,526 
111111

Liabilities
Financial liabilities held at fair value through profit or loss 3 9,003,739 
Other payables 11 5,332,651 
Bank overdraft 12 1,316,632 

111111

TOTAL LIABILITIES 15,653,022 
111111

Net assets 149,215,504 
333333

Equity
Share Premium 13 134,849,173 
Retained Earnings 14,366,331 

111111

TOTAL EQUITY 16 149,215,504 
333333

Net asset value per Ordinary Share 4 1.08 

These financial statements were approved by the Board of Directors on 22 August 2008 and signed on its
behalf by

Director

The notes on pages 85 to 96 form an integral part of these financial statements.

82



CERES AGRICULTURE FUND LIMITED

STATEMENT OF CHANGES IN EQUITY
FOR THE PERIOD FROM 17 OCTOBER 2007 (DATE OF INCORPORATION) TO 30 JUNE 2008 

Share Retained
premium earnings Total 

US$ US$ US$

Issue of shares 139,203,988 – 139,203,988 
Transaction costs of issue of shares (4,354,815) – (4,354,815)
Transer of share premium to retained earnings (129,645,185) 129,645,185
Net profit for the period – 14,366,331 14,366,331

111111 111111 111111

5,203,988 144,011,516 149,215,504 
333333 333333 333333

The notes on pages 85 to 96 form an integral part of these financial statements.
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CERES AGRICULTURE FUND LIMITED 

STATEMENT OF CASH FLOWS
FOR THE PERIOD FROM 17 OCTOBER 2007 (DATE OF INCORPORATION) TO 30 JUNE 2008 

For the period
from 17 October
2007 to 30 June

2008
Notes US$

Cash flows from operating activities
Net profit for the period 14,366,331 
Adjustments to reconcile profit for the period to net 
cash inflow from operating activities
Less: Interest income (1,533,190)
Add: Interest expense 126,228 
Net realised gains on financial assets and liabilities at fair value
through profit or loss (20,605,385)
Net movement in unrealised appreciation of financial assets and 
liabilities at fair value through profit or loss (2,839,682)
Interest received 1,444,348 
Interest paid (126,228)
Net increase in other receivables (300,178)
Net increase in other payables 5,332,651

111111

Net cash outflow from operating activities (4,135,105)
111111

Cash flows from investing activities
Purchase of financial assets (133,095,468)
Proceeds from financial liabilities (65,169,748)
Sale of financial assets 82,457,282 
Disposal of financial liabilities 53,608,826 
Margin accounts with brokers (66,414,123)

111111

Net cash outflow used in investing activities (128,613,231)
111111

Cash flows from financing activities
Proceeds from shares issued 13 139,203,988 
Transaction costs of issue of shares (4,354,815)

111111

Net cash inflow from financing activities 134,849,173 
111111

Net increase in cash and cash equivalents 2,100,837 
Cash and cash equivalents at the beginning of the period –

111111

Cash and cash equivalents at the end of the period 12 2,100,837 
333333

The notes on pages 85 to 96 form an integral part of these financial statements.
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CERES AGRICULTURE FUND LIMITED 

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD FROM 17 OCTOBER 2007 (DATE OF INCORPORATION) TO 30 JUNE 2008 

1. GENERAL INFORMATION

Ceres Agriculture Fund Limited (the “Fund”) is a closed-ended investment fund registered and
incorporated on 17 October 2007 in Guernsey. The Fund was established pursuant to the framework
introduced by the Guidance Document issued by the Guernsey Financial Services Commission. 

The Fund invests in an actively managed portfolio of primarily exchange-traded agricultural
commodity contracts and derivatives. The Fund is managed by FourWinds Capital Management.
The Fund aims to provide capital appreciation through diversified exposure to an actively managed
portfolio of primarily exchange-traded agricultural commodity contracts and derivatives and other
agricultural commodity related investments. 

Consent under the Control of Borrowing (Bailiwick of Guernsey) Ordinance, 1959 as amended was
obtained to the initial issue of Ordinary Shares by the Fund. To receive such consent application was
made under the Guernsey Financial Services Commission’s framework relating to Registered
Closed-ended Investment Funds. Under this framework neither the Guernsey Financial Services
Commission nor the States of Guernsey Policy Council reviewed any placing memorandum,
prospectus, explanatory memorandum but instead have relied on specific warranties provided by the
Guernsey licensed administrator of the Fund. Neither the Guernsey Financial Services Commission
nor the States of Guernsey Policy Council takes any responsibility for the financial soundness of the
Fund or for the correctness of any of the statements made or opinions expressed with regard to it.

2. SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of preparation

These financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”), as adopted by the European Union, issued by the International Accounting
Standard Board (“IASB”) and interpretations issued by the International Financial Reporting
Interpretations Committee (“IFRIC”) of the IASB.

The Fund has adopted the US$ as its presentation currency, being the currency in which its Ordinary
Shares are issued. The presentation currency is the same as the functional currency.

The financial statements have been prepared on a historic cost basis except for financial assets and
financial liabilities at fair value through profit or loss, which are designated at fair value through
profit or loss.

(b) Financial assets and liabilities at fair value through profit or loss

The Fund designates its financial assets and liabilities at fair value through profit or loss, at initial
recognition.

Recognition/derecognition

Routine purchases and sales of investments are accounted for on the trade date. Cost is not averaged
out for futures and options. Each contract has its respective cost, if any.

Financial assets and financial liabilities at fair value through profit or loss are initially recognised at
fair value. Transaction costs are expensed in the income statement. Subsequent to initial recognition,
all financial assets and financial liabilities at fair value through profit or loss are measured at fair
value. Gains and losses arising from changes in the fair value of the financial assets or financial
liabilities at fair value through profit or loss are recognised in the income statement in the period in
which they arise. 
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2. SIGNIFICANT ACCOUNTING POLICIES (continued)

Realised gains/losses on disposal/settlement of financial instruments are determined as a difference
between the disposal/settlement proceeds and cost (if any) of the financial instruments and is
recognised in the period in which they arise.

Fair value

Investments are quoted. The fair value of financial instruments traded in active markets is based on
quoted market prices at the balance sheet date. The quoted market price used for financial assets held
by the Fund is the current bid price; the appropriate quoted market price for financial liabilities is the
current asking price.

(c) Interest income and expense

Bank interest income and interest expense is recognised on an accrual basis based on the effective
interest method.

(d) Cash and cash equivalents, Margin accounts with brokers and cash overdrawn

Cash and cash equivalents comprise cash balances held at banks. For cash flow statement purposes,
this includes bank overdrafts. The bank overdrafts are repayable on demand and form an integral
part of the Fund’s cash management. Margin accounts with brokers comprise of balances held as
margin on futures with various brokers and are used as collateral to trade on commodity exchanges.

(e) Expenses

All expenses are recognised on an accrual basis.

(f) Translation of foreign currencies

Foreign currency transactions during the period are translated into US$ at the rates of exchange
ruling at the dates of the transactions. Assets and liabilities denominated in foreign currencies are
translated into US dollars at the rates of exchange ruling at the balance sheet date. Exchange
differences are included in the Income Statement.

(g) Changes in accounting policies

International Accounting Standard Board and International Financial Reporting Interpretations
Committee have issued the following standards and interpretations with an effective date after the
accounting period date:

Effective date (accounting
International Accounting Standards (IAS/IFRS) periods commencing after)

IFRS 2 Amendment to IFRS 2 – Vesting Conditions and 
Cancellations 1 January 2009 1 January 2009
IFRS 3 Business Combinations (revised January 2008) 1 January 2009
IFRS 8 Operating Segments 1 January 2009
IAS 1 Presentation of Financial Statements (revised September 2007) 1 January 2009
IAS 23 Borrowing Costs (revised March 2007) 1 January 2009
IAS 27 Consolidated and Separate Financial Statements 
(revised January 2008) 1 July 2009

International Financial Reporting Interpretations Committee (IFRIC)

IFRIC12 – Service Concession Arrangements 1 January 2008
IFRIC13 – Customer loyalty programmes 1 January 2008
IFRIC 14 IAS 19 – The Limit on a Defined Benefit Asset, Minimum 
Funding Requirements and their Interaction 1 January 2008

86



2. SIGNIFICANT ACCOUNTING POLICIES (continued)

Whilst the revised IAS 1 will have no impact on the measurement of the Fund’s results or net assets
it is likely to result in certain changes in the presentation of the Fund’s financial statements from
2009 onwards. 

The Directors do not expect the adoption of the other standards and interpretations to have a material
impact on the Fund’s financial statements in the period of initial application.

3. FINANCIAL ASSETS AND FINANCIAL LIABILITIES HELD AT FAIR VALUE
THROUGH PROFIT OR LOSS

Commodities Commodities Fixed 
Futures Options Income Total

US$ US$ US$ US$ 

Financial assets at fair value through 
profit or loss
Cost at 30 June 2008 – 6,180,329 80,860,840 87,041,169 
Unrealised gain 9,283,990 (1,312,387) 109,370 8,080,973 

11111 11111 11111 11111

Market value at 30 June 2008 9,283,990 4,867,942 80,970,210 95,122,142 
11111 11111 11111 11111

Financial liabilities at fair value through 
profit or loss
Cost at 30 June 2008 – (3,762,443) – (3,762,443)
Unrealised loss (5,039,983) (201,313) – (5,241,296)

11111 11111 11111 11111

Market value at 30 June 2008 (5,039,983) (3,963,756) – (9,003,739)
33333 33333 33333 33333

Net realised gains on financial assets and financial liabilities at fair value 
through profit or loss 20,605,385 

4. EARNINGS PER SHARE

Earnings per share is based on the net gain for the period attributable to shareholders of the
Company US$14,366,331 and on 135,712,965 Ordinary Shares, being the weighted average number
of shares in issue during the period. There are no dilutive instruments and therefore basic and diluted
earnings per share are identical.

5. RISK MANAGEMENT POLICIES AND DISCLOSURES

The Fund may utilise a variety of financial instruments in its investing strategy. Several of these
instruments contain varying degrees of off-balance sheet risk whereby changes in market values of
the securities underlying the instrument may be in excess of the amounts recorded on the Fund’s
balance sheet. Investments expose the Fund to varying risks including market, liquidity, and
credit/counterparty risks. A description of the specific risks and the policies of managing these risks
are included below. 

(a) Market price risk

Market risk is the risk that the market price of a financial instrument will fluctuate due to changes in
foreign exchange rates, market interest rates and factors specific to the commodities or its issuer or
factors affecting all commodities traded in the market. 
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5. RISK MANAGEMENT POLICIES AND DISCLOSURES (continued)

Market price risk arises mainly from uncertainty about future values of investments held. It
represents the potential loss the Fund might suffer through holding market positions in the face of
price movements. The Manager actively monitors market prices and reports to the Board as to the
appropriateness of the investments held. Market risk is managed for the portfolio by investing in
traditionally uncorrelated commodities, specifically; fibers, tropicals, grains, livestock. Specific risk
parameters addressing the maximum percentage in each sector, as well as parameters specific to the
allowable margin to equity ratio of each Commodity Trading Adviser (“CTA”), serve to protect
against severe exposure in any market. The Fund also monitors a daily VaR calculation to ensure it
does not exceed maximum risk guidelines.

At 30 June 2008, the overall market risk exposures were as follows:

Commodities Commodities Fixed % of net
Futures Options Income Total asset

US$ US$ US$ US$

Financial assets held at fair value 
through profit or loss 9,283,990 4,867,942 80,970,210 95,596,370 64.06 
Financial liabilities held at fair 
value through profit or loss (5,039,983) (3,963,756) – (9,003,739) (6.03)

11111 11111 11111 11111 11111

4,244,007 1,378,414 80,970,210 86,592,631 58.03 
33333 33333 33333 33333 33333

Market Risk Assessment

The Investment Committee of the Manager has set limits on the level of risk that may be accepted
in the portfolio. The Value-at-Risk (VaR) methodology is applied in order to assess the market risk
of positions held within the portfolio and to estimate the potential economic loss based on a number
of parameters and assumptions. VaR is a method used in measuring financial risk by estimating the
potential negative change in the market value of a portfolio at a given confidence level and over a
specified time horizon. SunGard’s Kiodex Risk Workbench, a commodities risk management
solution, is used to calculate VaR. Additional details on the methodology are provided below under
‘VaR Assumptions and Methodology’.

The portfolio VaR as well as trader’s individual VaR, including incremental VaR, is calculated on a
daily basis using Kiodex. Incremental VaR represents the trader’s contribution to the total portfolio
VaR and provides an additional layer of risk analysis. In addition, Kiodex provides the flexibility to
drill down and view risk at the position level.

In addition to VaR, the Investment Committee reviews other measures of sensitivity and exposure
known as the greeks (delta, gamma, vega). The portfolio greeks as well as trader’s individual greeks
are calculated on a daily basis using Kiodex. The Investment Committee utilises the greeks in order
to evaluate exposure to various commodity markets (grains, livestock, fibres, tropicals) as well as
individual commodities and commodity contracts. The measures are useful in managing
concentration risk in the portfolio.

VaR Assumptions and Methodology

The VaR that the Investment Committee measures is an estimate, using a confidence level of 95 per
cent., of the potential loss that is not expected to be exceeded if the current market risk positions
were to be held unchanged for one day.

For example, assume the portfolio 1-day VaR is $1.25 million. This implies that under normal
trading conditions the Investment Committee can be 95 per cent. confident that a change in the value
of the portfolio would not result in a decrease of more than $1.25 million during one day. If the Net
Asset Value (NAV) of the portfolio is $150 million, this would mean that the 1-day, 95 per cent. VaR
is approximately 0.83 per cent. of the NAV (in percentage terms). As at June 30, 2008, VaR was 
0.58 per cent. of the NAV of the Fund.
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5. RISK MANAGEMENT POLICIES AND DISCLOSURES (continued)

Kiodex Monte Carlo VaR is generated using historic correlations and implied early expiry volatilities
as explained below.

The 1-day VaR is calculated assuming a 95 per cent. confidence level using a Monte Carlo
simulation. Correlations are generated from a predetermined time period of 90 days. Each
commodity is correlated through a two factor model, with the long and short end of the curve each
representing a factor. Both factors are correlated to both ends of every other commodity. A curve is
the relation between the price of a commodity contract and time (month) at which the contract
matures (or expires). The short end of the curve refers to the ‘spot’ or ‘front’ month contract which
is the next futures contract due to expire for a particular commodity. The long end of the curve refers
to commodity contracts that expire further out in the future. Both factors are also correlated to each
other to measure the level of curve twisting which may occur in a random scenario. It is this two
factor model which enables curves to move from contango to backwardation in markets where this
is applicable. For example, markets such as gold which never go into backwardation, would not
show backwardation as a likely scenario. Other curves, which easily flip to varying states of
backwardation and contango, will show twists in a number of scenarios.

Once correlations are generated the magnitude of market data shifts are simulated. The magnitude of
the range of curve bumps throughout scenarios is determined from the implied at the money early
expiry volatilities of each contract.

The implied volatility of a contract represents the term volatility. When a VaR is run for a period
shorter than the term of the contract, a volatility for the chosen horizon must be determined from
both the term volatility and the volatility distribution defined by the Kiodex model parameters.

Mark to markets is then run against a variety of scenarios. The results are ordered from the most
positive to the most negative mark to market change. A VaR level is chosen to represent the path in
percentage terms. If 1,000 paths are used, a 95 per cent. VaR represents the 950th best path, or the
50th worst path.

Different paths are used to determine the VaR of a trade, book, and portfolio within the same risk
report. For example, a trader’s VaR represents that particular trader’s 95 per cent. VaR level, while a
position VaR represents the 95 per cent. VaR level for that particular position.

Limitations of the VaR Methodology

The VaR that is utilized in the Manager’s risk analysis is a ‘point-in-time’ calculation, reflecting
positions recorded at that date, which does not necessarily reflect the risk positions held at any other
time. VaR is a statistical estimation and therefore it is possible that there could be, in any period, a
greater number of days in which losses could exceed the calculated VaR implied by the confidence
level. Although losses are not expected to exceed the calculated VaR on 95 per cent. of occasions,
on the other 5 per cent. of occasions, losses will be greater and might be substantially greater than
the calculated VaR.
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5. RISK MANAGEMENT POLICIES AND DISCLOSURES (continued)

(b) Interest rate risk

The Fund is not subject to significant amounts of risk due to fluctuations in the prevailing levels of
market interest rates. Any excess cash and cash equivalents are invested at short-term market interest
rates which mitigate interest rate risk and allows for the cash and cash equivalent assets to be
positively correlated to interest rates.

The table below summarises the Fund’s exposure to the interest rate risk. It includes the Fund’s
assets and liabilities at fair values, categorised by the earlier of contractual re-pricing or maturity
dates.

At 30 June 2008 Up to Non-interest 
1 month bearing Total

US$ US$ US$ 

Assets
Financial assets held at fair value through profit or loss – 95,122,142 95,122,142 
Cash and cash equivalents 2,943,241 – 2,943,241 
Margin accounts with brokers 66,414,123 – 66,414,123 
Other receivables – 389,020 389,020 

11111 11111 11111

Total Assets 69,357,364 95,511,162 164,868,526 
33333 33333 33333

Liabilities
Financial liabilities held at fair value through profit or loss – 9,003,739 9,003,739 
Bank overdraft 1,316,632 – 1,316,632 
Other payables – 5,332,651 5,332,651 

11111 11111 11111

Total Liabilities 1,316,632 14,336,390 15,653,022 
33333 33333 33333

Interest rate sensitivity gap 68,040,732 81,174,772 149,215,504
33333 33333 33333

Interest rate sensitivity

At 30 June 2008, should interest rates have lowered between 10 and 25 basis points with all other
variables remaining constant, the decrease in net assets attributable to holders of redeemable shares
for the period would amount to approximately US$68,040.73 and US$170,101.82 respectively. If
interest rates had risen by 10 and 25 basis points, the increase in net assets attributable to holders of
redeemable shares would amount to approximately US$ 68,040.73 and US$170,101.82 respectively.

The Fund’s cash assets are positively correlated to interest rates. These are held in cash at the various
brokers (and HSBC), and as interest rates rise, the interest earned would follow (rise) thus increasing
the value of the Fund.

The carrying amounts of financial assets and financial liabilities approximates their respective fair
values as at 30 June 2008.

(c) Liquidity risk

Liquidity risk is defined as the risk that the Fund may not be able to settle or meet its obligations on
time or at a reasonable price. The Fund manages the overall liquidity by investing through
Commodity Trading Advisers (“CTA”) who trade in various US and European markets. The
derivatives in which they trade are exchange products, with standardised contracts and large volume
and open interest numbers. In addition, the Fund is fully funded. 
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5. RISK MANAGEMENT POLICIES AND DISCLOSURES (continued)

Under its Articles, the Fund has the ability to incur borrowings of up to 25 per cent. of its Net Asset
Value but the Fund’s policy is to restrict any borrowings to a maximum of 10 per cent. of Net Asset
Value. The Board intends to use this only for short term liquidity, working capital requirements and
to fund share buy backs. The use of such borrowings may have an adverse effect on the Fund’s
ability to achieve its target returns. It should be noted that the Board’s policy is to maintain a strong
capital base so as to maintain shareholder value and to sustain future development of the Fund. (see
note 5(g)).

The table below analyses the Fund’s financial assets and liabilities into relevant maturity groupings
based on the remaining period at the balance sheet date to the contractual maturity date. The
amounts in the table are the contractual undiscounted cash flows.

Less than 1-3 3-12
1 month months months Total

At 30 June 2008 US$ US$ US$ US$

Assets
Cash and cash equivalents 2,943,241 – – 2,943,241 
Margin accounts with brokers 66,414,123 – – 66,414,123 
Financial assets held at fair value 
through profit or loss 56,575 82,892,841 12,172,726 95,122,142 
Other debtors and accrued income 389,020 – – 389,020 

11111 11111 11111 11111

69,802,959 82,892,841 12,172,726 164,868,526 
33333 33333 33333 33333

Less than 1-3 3-12
1 month months months Total

US$ US$ US$ US$

Liabilities
Financial liabilities at fair value 
through profit or loss 611,420 586,129 7,806,191 9,003,739 
Bank overdraft 1,316,632 - – 1,316,632 
Other creditors and accrued expenses 5,332,651 - – 5,332,651 

11111 11111 11111 11111

Total liabilities 7,260,703 586,129 7,806,191 15,653,022 
33333 33333 33333 33333

Net assets attributable to Shareholders 149,215,504 
33333

(d) Currency risk

The majority of the Fund’s financial assets and liabilities are based in US$, the functional currency.
Currency risk is the risk that the US$ value of non-USD based financial instruments will fluctuate
due to changes in foreign exchange rates. The table below indicates the currencies and amounts the
Fund was exposed to, as of 30 June 2008. 

Conversion Value % of net
Currency Amount rate US$ assets

USD 149,122,285 1.0000 149,122,285 99.94
GBP 91,559 1.9891 182,120 0.12
EURO (56,489) 1.5738 (88,902) (0.06)

11111

100.00
33333
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5. RISK MANAGEMENT POLICIES AND DISCLOSURES (continued)

(e) Credit risk

The Fund takes on exposure to credit risk, which is the risk that a counterparty will be unable to pay
amounts in full when due. The Fund is exposed to credit risk in relation to its cash balances,
investments and debtor balances as stated in the balance sheet.

All transactions in listed securities are traded on a delivery versus payment basis. The trade will fail
if either party fails to meet its obligation. Credit risk on a derivative instrument is limited to the
amount of initial margin paid plus any variation margin.

The Fund seeks to work with clearing brokers who are large, stable market leaders that meet the
highest operational and organisational standards. The Fund deals with at least three clearing brokers
at all times. These brokers are subject to Commodities Futures Trading Commission (“CTFC”)
regulation and as such must keep regulated futures accounts segregated from their corporate assets.

As of 30 June 2008, the Fund’s assets were held at three different Futures Commodity Merchants
(“FCM”) and at HSBC (administrator) with the following weights*:

Broker % of net assets

MFGlobal 71
Marex 14
PruBache 13
HSBC (cash only) 2

11111

Total 100
33333

*  The FCM accounts are segregated by CFTC regulations so that they are not commingled with the
Brokers’ assets.

(f) Off-balance sheet risk

Furthermore, the Fund enters into investment transactions which attract off-balance sheet market
risks and off-balance sheet credit risks. An off-balance sheet market risk exists when the maximum
potential loss on a particular investment is greater than the value of such investment as reflected in
the Balance Sheet. Off-balance sheet credit risk exists, among other situations, when the collateral
received by the Fund from the counterparty to an agreement with the Fund proves to be insufficient
to cover the Fund’s losses resulting from a default by the counterparty of its obligation to perform
under the terms of the agreement. Margin deposits with brokers are held as collateral for futures.
This risk is inherent in investing in futures. By instituting all the items discussed in note 5,
principally Market risk assessment in 5(a) and Credit risk in 5(e), the Fund is addressing and
mitigating this risk factor.

(g) Capital management

The Board’s policy is to maintain a strong capital base so as to maintain shareholder value and to
sustain future development of the Fund. The Board manages the Fund’s affairs to achieve
shareholder returns through capital growth rather than income, and monitors the achievement of this
through growth in Net Asset Value per share. Gearing may be employed by the Fund with the aim
of enhancing shareholder returns and for short-term liquidity and working capital requirements. The
Fund is not subject to externally imposed capital requirements except for the margin requirements
imposed by the exchanges in which the brokers trade.

6. TAXATION

The Fund is a Guernsey Exempt Company and is therefore not subject to taxation on its income
under the Income Tax (Exempt Bodies) (Guernsey) Ordinance, 1989. An annual exempt fee of £600
has been paid.
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7. COMMISSION & FEES EXPENSES

2008 
US$ 

Performance fees expense 1,443,055 
Management fees expense 1,995,351 
Trader performance fees 5,496,326 
Commission fees expense 760,221 
Directors’ fees expense 92,000 
Directors’ Expenses 2,923 
Directors’ Insurance Expense 8,452 
Directors’ Travel Fee Expense 3,048 
Administration fees expense 95,503 
Audit fees expense 64,938 

11111

9,961,817 
33333

8. ADMINISTRATION FEES

The Administrator is paid fees for acting as administrator of the Fund on a sliding scale, based on
the Net Asset Value of the Fund, as follows:

US$0 to US$100,000,000 0.12 per cent. per annum
US$100,000,000 to US$250,000,000 0.09 per cent. per annum
US$250,000,000 to US$500,000,000 0.06 per cent. per annum
Above US$500,000,000 0.03 per cent. per annum

subject to a minimum monthly fee of US$10,000, or such other fees as may be agreed on normal
commercial terms between the Administrator and the Fund from time to time. The Administrator
will also be paid a termination/restructuring fee of US$5,000 upon termination/liquidation of the
Fund and any future re-structure of the Fund will incur a minimum fee of US$10,000.

The fee will accrue on a monthly basis and will be payable monthly in arrears. 

The administration fees payable for the period were US$31,332.

9. MANAGER FEES

The Fund pays to the Manager a ‘base fee’ which is equal to 0.375 per cent. of the Net Asset Value
per calendar quarter. 

In addition the Manager is entitled to a Performance Fee which is an amount equal to 20 per cent. of
the appreciation in the Net Asset Value over the highwater mark Net Asset Value multiplied by
(1+(0.08 x (n/y))) where n = the number of calendar days in the relevant calculation period for which
the particular share was in issue and y = 365 or, in a leap year, 366. 

10. OTHER RECEIVABLES

2008 
US$ 

Pre-payments 300,178 
Interest receivable 88,842 

11111

389,020 
33333
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11. OTHER PAYABLES

2008 
US$ 

Commission and fees expense 4,525,727 
Due to broker 798,367 
Others 8,557 

11111

5,332,651 
33333

12. CASH AND CASH EQUIVALENTS

2008 
US$ 

Cash and cash equivalents 2,943,241 
Bank overdraft (1,316,632)

11111

At 30 June 2008 1,626,609 

Represented by:

Cash at bank 1,626,609 
33333

13. SHARE CAPITAL

The authorised share capital of the Fund on incorporation was represented by an unlimited number
of Ordinary Shares of no par value. At incorporation, two Ordinary Shares were subscribed for by
the subscribers to the Memorandum of Association. On 27 November 2007 (the date of admission of
the Fund to the Official List of the UK Listing Authority and to trading on the Main Market of the
London Stock Exchange), a further 133,999,998 Ordinary Shares were issued. Prior to admission, on
9 November 2007, the holders of the two issued Ordinary Shares in the Fund passed a written special
resolution approving the cancellation of the entire amount which would stand to the credit of the
share premium account immediately after admission, conditionally upon the issue of the Ordinary
Shares on admission and the payment in full thereof on admission. An application was made to the
Royal Court of Guernsey to confirm the reduction of the share premium account. This cancellation,
which was granted on 4 January 2008, will enable the Fund to effect purchases of its own Shares. 

On 11 April 2008, the Fund issued an additional 4,646,418 Ordinary Shares.

Under the Articles, the Directors have wide powers to issue further shares or reissue shares held in
treasury, on a pre-emptive and non pre-emptive basis. The Directors will consider issuing further
shares at a price per share that is not less than the then prevailing Net Asset Value per share or, in
relation to shares held in treasury, at no more than a 5 per cent. discount to the then prevailing Net
Asset Value per share or, if less, the average discount at which all the shares then held in treasury
were repurchased by the Fund.

The Shareholders (except for the holders of treasury shares, who shall have no such right) have the
right to receive notice of, and to attend and vote at, general meetings of the Fund and each holder of
Ordinary Shares being present in person or by attorney at a meeting shall upon a show of hands has
one vote and upon a poll each such holder present in person or by proxy or by attorney has one vote
in respect of each Ordinary Share held by him. 
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13. SHARE CAPITAL (continued)

Shareholders (except for the holders of treasury shares, who has no such right) are entitled to
receive, and participate in, any dividends or other distributions out of the profits of the Fund
available for dividend and resolved to be distributed in respect of any accounting period or other
income or right to participate therein.

Authorised, issued and fully paid
2008 
US$ 

Unlimited Ordinary Shares of no par value –

The issue of shares took place as follows

No. of Ordinary Share Share
Shares Capital Premium

US$ US$

At 17 October 2007 (date of incorporation) 2 – –
Issued during the period 138,646,416 – 139,203,988 

111111 111111 111111

Balance at 30 June 2008 138,646,418 – 139,203,988 
333333 333333 333333

SHARE PREMIUM

2008 
US$ 

At 17 October 2007 (date of incorporation) –
Share Premium on raising 139,203,988 
Less: Share issue costs (4,354,815)
Transfer to retained earnings (129,645,185)

111111

Share Premium 5,203,988
333333

14. EXCHANGE RATES

The exchange rates used in preparation of the financial statements are:

Closing rate at 30 June 2008 US$ 1 = GBP 0.5027
Closing rate at 30 June 2008 US$ 1 = EURO 0.6354

15. RELATED PARTY TRANSACTIONS

Transactions with related parties are based on terms equivalent to those that prevail in an arm’s
length transaction. 

2008 
US$ 

Remuneration of directors 92,000 
Management fee 1,995,351 
Performance fees 6,939,381 

111111

9,026,732 
333333

Kimberly Tara, a director and shareholder of the Manager, is a Director of the Fund. 
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16. RECONCILIATION OF NET ASSET VALUE

2008 
US$ 

Published Net Asset Value attributable to Ordinary Shareholders as at 30 June 2008 151,168,850 
Preliminary expenses charged to equity/share premium (1,953,346)

111111

Net assets attributable to Ordinary Shareholders as at 30 June 2008 149,215,504 
333333

Preliminary expenses are written off in the first year of operation before 31 December 2008 in
accordance with the Fund’s prospectus. For the purpose of calculation of NAV the preliminary
expenses are written off every month proportionately. 

17. SUBSEQUENT EVENTS

There have been no events subsequent to the period end.
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3. UNAUDITED INTERIM MANAGEMENT STATEMENT FOR THE THREE MONTHS
ENDED 30 SEPTEMBER 2008

On 27 October 2008, the Company issued an unaudited interim management statement for the three month
period from 1 July 2008 to 30 September 2008. The information set out below has been extracted without
material adjustment from the unaudited interim management statement of the Company for the three month
period from 1 July 2008 to 30 September 2008.

27 October 2008
Ceres Agriculture Fund Limited – Interim Management Statement

Ceres Agriculture Fund Limited (“Ceres”, the “Company” or the “Fund”), a Guernsey domiciled, close-
ended investment company established to invest in an actively managed portfolio of exchange-traded
agricultural commodity contracts and derivatives managed by FourWinds Capital Management, today
issues its Interim Management Statement for the period from 1 July to 30 September 2008. 

Performance in the three months to 30 September 2008

Overall Ceres was down (–3.67 per cent.) for the quarter leading to a composite annualised return of 
6.03 per cent. This was primarily driven by gains in the livestock sector offset by losses in the grains, fibers
and tropical sectors. The estimated net asset value per ordinary share as at 30 September 2008 was
US$1.05.

The contribution by sector during the quarter was as follows:

Grains –2.36 per cent.
Fibers –1.15 per cent.
Tropicals –1.10 per cent.
Livestock 0.87 per cent.

Mass liquidation across commodities took place throughout the quarter as a result of the global economic
unrest. The effects of potentially constrained bank lending to agriculture producers inflicted additional
downward price action across the agriculture complex.

The DJ Agriculture Index lost 28.10 per cent. in the quarter, including a 15.75 per cent. loss in September
alone. Ceres limited the impact of adverse market conditions and was down by 3.67 per cent.

Throughout the quarter, FourWinds favoured market-neutral and conservative relative value strategies. As
a result, the net exposure of the Company was kept at low levels, between +10 per cent. and –10 per cent.

FourWinds focuses its attention on traders’ risk management disciplines, which historically has resulted in
limited downside risk at the portfolio level. As a result, during the quarter, FourWinds took several steps in
order substantially to decrease the beta of the portfolio. For instance, several directional traders were asked
to trim their exposures, especially in grains. 

Regardless of the price action of livestock commodities, a clear trend emerged in the term structure of most
of them (particularly in live cattle): the past few months have seen deferred futures give back most of their
premium, as the curves have shifted from contango to flat. Therefore meat traders in the Company achieved
strong returns in short-term relative value spread trading. 

Some traders were hurt by huge liquidation flows in most commodities. Ceres’ cotton trader was
particularly impacted by the 22.27 per cent. retracement experienced during the quarter under review, as
cotton demand projections were directly tied to the global economic crisis.

Most agriculture commodities are now trading below production costs. This makes them an even more
attractive investment proposal in the context of a global economical slowdown.

Going forward, strict risk management discipline, coupled with long volatility investment strategies, should
continue to produce consistent and uncorrelated returns to investors.
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Performance since admission to trading

A summary of the monthly performance of the Company since its ordinary shares were admitted to trading
on the London Stock Exchange is set out below.

DJ-AIG 
Agriculture

Date Ceres (Net) NAV Index 

7-Dec 2.00% 1.02 7.86%
8-Jan 0.98% 1.03 6.61%
8-Feb 2.91% 1.06 16.21%
8-Mar –1.89% 1.04 –16.05%
8-Apr 0.96% 1.05 1.98%
8-May 0.00% 1.05 –1.83%
8-Jun 3.81% 1.09 14.92%
8-Jul –1.83% 1.07 –10.58%
8-Aug 0.00% 1.07 –4.57%
8-Sep –1.87% 1.05 –15.75%

DJ-AIG Agriculture
Performance Statistics: Ceres Index 

Average Monthly Return 0.49% –0.75%
Largest Monthly Return 3.81% 16.21%
Largest Monthly Loss –1.89% –16.05%
Comp. Annualised Return 6.03% 8.59%
Percent Winning Months 70% 50%
Sharpe Ratio (5%) 0.15 Negative
Standard Deviation 7.00% 40.60%
Maximum Drawdown –3.67 –30.56%
Months in Max Drawdown 3 7
Months to Recover In progress In progress

Breakdown by sector:
Grains 45%
Fibers 10%
Tropicals 14%
Livestock 29%
Cash 2%

Breakdown by strategy: 
Discretionary Trading 96%
Systematic Trading 3%
Cash 1%

Trade horizon allocation: 
Short term 25%
Medium term 49%
Long term 25%
Cash 1%

A copy of this statement is available on the Company website: www.ceresagriculture.com 
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Important Information

This Interim Management Statement has been produced solely to provide additional information to
shareholders of the Company to meet the relevant requirements of the U.K. Listing Authority’s Disclosure
and Transparency Rules. It should not be relied upon by any other party for any other purpose. The
information in this statement has not been audited.

Consent under the Control of Borrowing (Bailiwick of Guernsey) Ordinance, 1959 as amended has been
obtained in respect of the placing of shares pursuant to a prospectus dated 22 November 2007. To receive
such consent application was made under the Guernsey Financial Services Commission’s framework
relating to Registered Closed-ended Investment Funds. Under this framework neither the Guernsey
Financial Services Commission nor the States of Guernsey Policy Council have reviewed any placing
memorandum, prospectus, explanatory memorandum but instead have relied on specific warranties
provided by the Guernsey licensed administrator of the Fund. Neither the Guernsey Financial Services
Commission nor the States of Guernsey Policy Council takes any responsibility for the financial soundness
of the Fund or for the correctness of any of the statements made or opinions expressed with regard to it.

The information related to the Company included in this statement is provided for information purposes
only and does not constitute an invitation or offer to subscribe for or purchase shares in the Company. This
material is not intended to provide a sufficient basis on which to make an investment decision. All
investments are subject to risk. An investment in the Company should be regarded as long term in nature
and is suitable only for sophisticated investors, investment professionals, high net worth bodies corporate,
unincorporated associations and partnerships and trustees of high value trusts, in each case, who can bear
the economic risk of a substantial or entire loss of their investment. Prospective investors are advised to
seek expert legal, financial, tax and other professional advice before making any investment decisions.

The information contained in this statement relating to the DJ AIG Agriculture Index has been sourced
from published information. Such information had been accurately reproduced from the source materials
and, as far as the Company is able to ascertain from information published in respect of the Index, no facts
have been omitted, the omission of which would render the reproduced information inaccurate or
misleading.
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(ii) Shareholders shall have the following rights:

Dividends

Shareholders (except for the holders of treasury shares, who shall have no such
right) are entitled to receive, and participate in, any dividends or other distributions
out of the profits of the Company available for dividend and resolved to be
distributed in respect of any accounting period or other income or right to participate
therein.

Voting

The Shareholders (except for the holders of treasury shares, who shall have no such
right) shall have the right to receive notice of, and to attend and vote at, general
meetings of the Company and each holder of Shares being present in person or by
attorney at a meeting shall upon a show of hands have one vote and upon a poll each
such holder present in person or by proxy or by attorney shall have one vote in
respect of each Share held by him.

(iii) Without prejudice to any special rights previously conferred on the holders of any
existing shares or class of shares, any share in the Company may be issued with such
preferred, deferred or other special rights or restrictions whether as to dividend,
voting, return of capital or otherwise as the Company at any time by ordinary
resolution may determine and subject to and in default of such determination as the
Board may determine.

(iv) Subject to the provisions of the Companies Laws, the terms and rights attaching to
any class of shares, the Articles and any guidelines established from time to time by
the Directors, the Company may from time to time purchase or enter into a contract
under which it will or may purchase any of its own shares. The making and timing
of any buy back will be at the absolute discretion of the Directors.

(v) If at any time the share capital is divided into further classes of shares the rights
attached to any class (unless otherwise provided by the terms of issue and excluding
treasury shares) may whether or not the Company is being wound up, be varied with
the consent in writing of the holders of three-fourths of the issued shares of that class
or with the sanction of a special resolution of the holders of the shares of that class.

5.2.2 Duration

The Company will have an unlimited life, subject to a requirement to present to
Shareholders a resolution for the Company to continue in its present form at the annual
general meeting following the seventh anniversary of Admission and every three years
thereafter.

5.2.3 Winding-up

(i) On a winding-up the surplus assets remaining after payment of all creditors shall be
divided amongst the holders of Shares then in issue (except for the holders of
treasury shares), subject in any such case to the rights of any Shares which may be
issued with special rights or privileges.

(ii) On a winding-up the liquidator may, with the authority of a special resolution, divide
amongst the members (excluding the holders of treasury shares) in specie any part
of the assets of the Company, whether or not the assets consist of a property of a
single kind and may set such value as he deems fair upon any one or more class or
classes of property, and may determine the method of division of such assets
between members. The liquidator may with like authority vest any part of the assets
in trustees upon such trusts for the benefit of members (except for the holders of
treasury shares) as he shall think fit but no member shall be compelled to accept any
shares or other assets in respect of which there is any liability.
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