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Important Information

This Prospectus comprises information relating WXEMBOURG

MICROFINANCE AND DEVELOPMENT FUND (the "Fund"),
which is registered under Part Il of the Luxembolag of 20

December 2002 relating to undertakings for colectinvestment.
Such registration does not, however, imply approbgl any
Luxembourg authority of the contents of this praspe (the
"Prospectus") or of the portfolio of assets heldtbg Fund. Any
representation to the contrary is unauthorisedwtawful.

The directors of the Fund (the "Directors”) are tpersons
responsible for the information contained in thedpectus. To the
best of the knowledge and belief of the Directavhq have taken all
reasonable care to ensure that such is the case)nfbrmation

contained in the Prospectus is at its date in decwe with the facts
and does not omit anything likely to affect the ortpof such

information. The Directors accept responsibilitg@alingly.

Shareholders are informed that their personal daténformation
given in the Application Form, as well as detail§ their
shareholding, will be stored in digital form andopessed in
compliance with the provisions of the Luxembourgw laof
2 August 2002 (as amended) on data protection.e8bhkters are
also advised that their personal data will be hieldhe register of
Shareholders maintained by the Administrative Ag&he latter will
thus process the personal data relating to Investerthe processor
acting on behalf of the Fund with responsibility fbe processing of
personal data. In accordance with the provisionghef law of 2
August 2002, Investors are entitled to requestrimédgion about their
personal data at any time as well as to correct it.

If you are in any doubt about the contents of the Rspectus you
should consult your stockbroker, bank manager, sdtitor,
accountant or other financial adviser.

The most recent annual report and semi-annual tepany, of the
Fund are available, once published, at the regdtaffice of the
Fund and will be sent to Investors upon requesthSwueport or
reports shall be deemed to form part of the Prasgec

Statements made in the Prospectus are based tawtteend practice
currently in force in Luxembourg and are subjeathianges therein.

No person has been authorised to give any infoomatr to make

any representations in connection with the offerifigshares issued
by the Fund ("Shares") other than those containetiis Prospectus
and the reports referred to above, and, if givenmade, such
information or representations must not be reliadas having been
authorised by the Fund. The delivery of this Prosye (whether or
not accompanied by any report) or the issue of &hsinall not, under
any circumstances, create any implication thatffers of the Fund

have not changed since the date hereof. An amendecpdated

Prospectus shall be provided, if necessary, teeefthanges to the
information contained herein.

The distribution of this Prospectus and the offgriof Shares in
certain other jurisdictions may be restricted. Bessinto whose
possession this Prospectus comes are requirecelfyutind to inform
themselves about and to observe any such reshsctidhis

Prospectus does not constitute an offer or sdiicitato anyone in
any jurisdiction in which such offer or solicitatiés not authorised or
to any person to whom it is unlawful to make sudiferoor

solicitation.

None of the Shares have been or will be registareter the United

States Securities Act of 1933, as amended (the 3'188t") or
registered or qualified under applicable stateugéstand (except in a
transaction which is exempt from registration urtier 1933 Act and
such applicable state statutes) none of the Simasgsbe offered or
sold, directly or indirectly, in the United StatesAmerica or in any
of its territories or possessions (the "United &3t or to any US
Person or US taxable person regardless of locatinaddition, the
Fund has not been and will not be registered utidetnited States
Investment Fund Act of 1940, as amended (the "1840) and
Investors will not be entitled to the benefit ofth940 Act.

The Fund will not knowingly offer or sell Sharesday Investor to
whom such offer or sale would be unlawful, or migasult in the
Fund incurring any liability to taxation or suffeg any other
pecuniary disadvantages which the Fund might rwratise incur or
suffer or would result in the Fund being requireddgister under the
1940 Act. Shares may not be held by any persomdéadh of the law
or requirements of any country or governmental auith including,
without limitation, exchange control regulationsad Investor must
represent and warrant to the Fund that, among ¢iiegs, he/shef/it
is able to acquire Shares without violating apliedaws. Power is
reserved in the articles of association of the F{thd "Articles"), to
compulsorily redeem any Shares held directly orefierally in
contravention of these prohibitions.

This Prospectus may be translated into other lagegian the event
of any inconsistency or ambiguity in relation t@ ttneaning of any
word or phrase in any translation, the English shell prevail to the
extent permitted by the applicable laws or regafetj and all
disputes as to the terms thereof shall be goveye@nd construed
in accordance with, the laws of Luxembourg.

The typical investor in the Fund is an individual or institution who
has an interest in microfinance as an instrumenthfe advancement
of marginalized populations in developing countridhe typical
investor is aware that the Fund seeks dual obgsxtigocial impact
and financial return. The typical investor is willi to invest for the
long term and accepts a possibly lower return arestment than
available from purely return-oriented investmerttickes.

Investment in the Fund should be regarded as a lorgrm
investment. There can be no guarantee that the olgjgve of the
Fund will be achieved.

Your attention is drawn to the section 2.D. "Risk fctors and
their mitigation".

In addition, the Fund's investments are subject tothe risks
inherent in all investments and there can be no asgnces that
appreciation will occur. It will be the policy of the Directors to
maintain a diversified portfolio of investments soas to minimise
risk.

Potential subscribers and purchasers of Shares inhé Fund
should inform themselves as to (a) the possible taonsequences,
(b) the legal requirements and (c) any foreign ex@nge
restrictions or exchange control requirements whichthey might
encounter under the laws of the countries of theiritizenship,
residence or domicile and which might be relevant a the
subscription, purchase, holding and disposal of Shas in the
Fund.
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GLOSSARY OF TERMS

The following definitions apply throughout this Bpectus unless the
context otherwise requires:

"ADA"

"Administrative Agent"

"Application Form"

"Articles"

"Auditor"

"BCEE"

"BDO"
"Board of Directors"

"Business Day"

"Class'

"Custodian"

"Director"

"DCF"
"EFA"
"EU

"Euro” or "EUR" or "€"

Appui au Développement Autonome
a.s.b.l.
European Fund Administration S.A.
(EFA).

Document signed or to be signed by an
Investor who desires to subscribe to
Shares.

The articles of association of the Fund as
amended from time to time.

BDO Audit.

Banque et Caisse d'Epargne de [I'Etat,
Luxembourg.

BDO Audit
The board of directors of the Fund.

A week day on which banks are normally
open for business in Luxembourg.

Each class of Shares within any sub-fund
of the Fund.

Banque et Caisse d'Epargne de [I'Etat,
Luxembourg (BCEE).

Any director for the time being of the
Fund.

Discounted cash flow.
European Fund Administration S.A.
European Union.

The legal currency of the European
Monetary Union.

"Fund" Luxembourg Microfinance and
Development Fund.

"Investor" An investor who desires to subscribe or
has subscribed to Shares.

"Law" The Luxembourg law of 20 December
2002 relating to undertakings for
collective investment.

"LUXMINT" Luxembourg Microbank Intermediary

Scheme.
"Management" Director or committee composed of Directors

in charge of the day-to-day management of
the Fund.

"Mémorial”

"MFIs"
"MIVs"

"Net Asset Value"
or "NAV"

"Shares"

"Shareholder(s)"

"the Sub-Fund"

"UClI"

"ysr

"USsD"

"Valuation Day"

The Mémorial C, Recueil des Sociétés et
Associations.

Microfinance institutions.

Microfinance investment vehicles.

The net asset value of the Fund, a Sub-Fund,
a Class or per Share as determined pursuant
to section 5 "Net Asset Value".

Any shares in the Fund subscribed by any
Shareholder, having the features disclosed
under section 3 "Shares".

All or any of the shareholders of the Fund.

Luxembourg Microfinance and Development
Fund — Social Venture Capital Sub-Fund.

Undertaking for collective investment, i.e.
undertaking the sole objective of which is the
collective investment in securities, financial
instruments or other assets.

United States of America.

United States dollars, the legal currency of
the United States of America.

The last calendar day of March, June,
September and December.

Words importing the singular shall, where the crntpermits,
include the plural and vice versa.






1.- STRUCTURE OF THE FUND

The Fund is an open-ended investment company @g@hnas a
public limited company gociété anonymeunder the laws of the
Grand Duchy of Luxembourg and qualifies as société
d'investissement & capital variab|8ICAV). The Fund is authorised
as an undertaking for collective investment ("UQIf)der Part Il of
the law of 20 December 2002 relating to undertaKiorgcollective
investment (the "Law").

The Fund was incorporated in Luxembourg on 7 Oct@@9 with
an initial capital of Euro 31,000 divided into 1(R4ully paid up
Class A Shares with no par value. The capital ef Rand shall be
equal at all times to the net assets of the Fuhd.minimum capital
of the Fund, as prescribed by law, is Euro 1,250,d®his minimum
must be reached within a period of 6 months foliayvithe
authorisation of the Fund as a UCI under the Lake Articles have

been deposited with thRegistre de Commerce et des Sociétés,

Luxembourgand has been published in the Mémorial on 2 Nowemb
2009. The Fund is incorporated for an unlimitedqakr

The Fund is registered with thBegistre de Commerce et des

SociétésLuxembourginder number R.C.S. B 148826.

The Fund is an umbrella fund and as such may apergtarate sub-
funds, each of which is represented by one or miagses of Shares
(each, a "Class"). The sub-funds are distinguidhyedheir specific
investment policy or any other specific features.

The Fund constitutes a single legal entity. Howgetlee assets of
each sub-fund shall be invested for the exclusieaefit of the
Shareholders of the corresponding sub-fund and aseets of a
specific sub-fund are solely accountable for thabilities,

commitments and obligations of that sub-fund.

The Board of Directors may at any time resolvedbug new sub-
funds and/or create within each sub-fund one orenlasses, in
which case the Prospectus will be updated accdsdii@pe Board of
Directors may also at any time resolve to closepptrarily or
permanently, a sub-fund, or one or more Classdsmé sub-fund to
further subscriptions.

At the date of this Prospectus, the Fund is ofterBhares for
subscription in the Luxembourg Microfinance and Elepment
Fund — Social Venture Capital Sub-Fund (the "SubeFu If further
sub-funds are created, the Prospectus will be eddatcordingly.

Three Classes of Shares will be offered in Luxemgddicrofinance
and Development Fund - Social Venture Capital Subef namely
Class A Shares, Class B Shares and Class C Sleads targeting
different types of Investors, evidencing a diffaréavel of risk,
offering a different target return and evidencindifierent level of
involvement in the Fund's governance. The thresgela of Shares
will form one single portfolio for investment.

The Shares of the Fund are currently not listeé @tiock exchange.
The Board of Directors reserves the right to ket Shares of one or
several sub-funds or Classes in the future. In saghnt, the
Prospectus will be amended accordingly.

Under Luxembourg law and its Articles, the Fundaighorised to
issue an unlimited number of Shares, all of which w&ithout par
value.

The base currency of the Fund is the EUR and @&l fthancial
statements of the Fund will be presented in EUR.

2.- INVESTMENT OBJECTIVES AND POLICIES
A. Investment Objectives of the Fund

LUXEMBOURG MICROFINANCE AND DEVELOPMENT FUND
aims at contributing to the alleviation of poverity developing
countries through the provision of permanent anapgetl financial
services to marginalised communities and individuki objective is
to help promising microfinance institutions ("MFJsthat have a
positive social impact towards achieving financaltonomy. In
pursuance of its objective, the Fund may inves¢liis, in networks
or associations of MFIs, in regional funds, in rmforance
investment vehicles ("MIVs") and in other microfiree-related
products.

The Fund has two principal objectives, social amdrfcial: help
socially-oriented MFIs to become long term viabteeeprises that
reach more poor people and offer better services, generate
sufficient income to sustain its own operations agde its
Shareholders a financial return that at least corsgtes for inflation.

The Fund will strive to provide tailor-made and ewative solutions
to needy MFIs, coupling its own financial assistamath technical
support from external consultants. It will delibefs focus on niche
activities, activities where potential needs of BIRre large, but
current supply is scarce.

B. Background

The history of Luxmint, Luxembourg Microbank Interradiary
Scheme

LUXEMBOURG MICROFINANCE AND DEVELOPMENT FUND
is the successor to and builds on the Luxembourgrdiank
Intermediary Scheme ("LUXMINT"), a programme lauedhin 2000
within ADA, Luxembourg's leading non-governmentagjanisation
dedicated to microfinance. LUXMINT provided fundisgpport to
MFIs in developing countries that have the poténtia become
financially autonomous. The initial working capital LUXMINT,
USD 800,000, was provided by the Directorate forvédepment
Cooperation of the Ministry of Foreign Affairs dig Grand Duchy
of Luxembourg.

Additional capital contributions have followed imet subsequent
years, mainly subsidies from the Ministry of Foreigffairs, but also
donations from the private sector (non-profit oigations and
individuals). Selective uptakes of debt have be¢roduced to allow
LUXMINT to respond more flexibly to investment oppunities. At
the end of 2008 LUXMINT's investment portfolio hgebwn to EUR
1.5 million. In these nine years, the number of MEUXMINT
invested in had more than doubled, from 6 to 15leathe number of
end clients served by the MFIs LUXMINT invests iachexpanded
more than twenty times, from 35,400 to over 812,00@kse people
and their families obtain a chance to invest indpmtive activities
and improve their living standards, benefiting woly themselves,
but also other people they interact with (secon@agnomic effects).
In many cases, LUXMINT's support has been perceias
recognition of the creditworthiness of the MFI, paeng the latter
for subsequent mobilization of other, including coencial,
investors. Of the original six MFIs that receivedJXMINT's
funding in 2000, five have now access to commeriiading and
have thus 'graduated from LUXMINT's support. LUXNT has
reinvested the funds into other, more needy MFIs.th® end of
2008, its investment portfolio was composed of 6Bf4ns, 22%
guarantees and 10% capital participations. In tesigeographical
distribution, 40% of its investments were in Laimerica, 37% in
Africa and 23% in Asia.



Beside its proven positive social impact, LUXMINTash also
demonstrated its financial sustainability. Grosseld/i on its
investment portfolio reached 6.3% in Euro terms2®08, high
enough to cover its own operating costs. LUXMINE met suffered
a single default since its inception.

The microfinance context today

Microfinance, the provision of financial servicesthe poor, has long
been perceived as essentially a charity activityly@ the 1980s did
microfinance start to come to prominence, whensiagice on
repayment, cost-covering interest rate levels abdteer selection of
clients fostered the building up of sustainable prafitable MFIs.

MFIs can be characterized as organisations thatigeofinancial
services to clients who are poorer and more vubierahan
traditional bank clients. MFls include a wide rarajgroviders that
vary in their legal structure, mission and methodgl

In recent years, MFIs have been growing rapidlyhédigh no global
comprehensive figures exist, available data alhpw strong double-
digit growth in the sector. It is estimated thabuard 10,000 MFIs
exist today, serving over 133 million clients wavide. Among the
existing MFls, about 200 are thought to be finalhciautonomous
and have access to financial markets; the numbeonginuously
increasing. Notwithstanding this impressive growthicrofinance
services today still cover only a fraction of itetgntial clientele.
Microfinance is poised for continuous strong expamgor years to
come.

The MFIs have funded their strong growth mainlyotlgh domestic
financial sources, which account for roughly 85%thuéir funding,

while foreign sources account for roughly 15%. kgrdunding was
long dominated by non-profit investors like devetagmt institutions,
charities, foundations and NGOs. In response tadneng of age of
microfinance and the emergence of financially sektaining and
profitable MFlIs, a new type of microfinance investihvehicles has
recently appeared. These new vehicles are fundedptiyate

investors and focus on the top layer of MFls that @mmercially
viable. These MIVs demonstrated the role for conuiaérfinancing

in the development of MFIs. Indeed, in the long,ranly financial

markets (both domestic and foreign) dispose of tleeessary
resources to finance the growing funding needs BfsM

Due to their lower toleration of risk, the commailyi-oriented

investment vehicles that make up the majority oferimational

funding in microfinance prefer to engage in delstrinments rather
than in equity, prefer to use hard currencies rathan the domestic
currencies of MFIs, and they prefer to commit fbe tshort term,
typically only one or two years, rather than foe tmedium to long
term. Moreover, these MIVs focus overwhelminglyasmall group
of more mature MFIs (about 200), especially in hadmerica and
Eastern Europe/Central Asia, where MFIs are maadyanced and
regulated institutions. These investment preferenck the MIVs

lower their own risks, but increase the risks for MFIs, which have
to rely on unstable short term resources and heagrmcy risk.

Rationale for the Fund

The new microfinance context is characterized,l@ndne hand, by
increasing commercialisation and rapid growth ofI81&nd MIVs,

on the other hand by a still largely unmet demaad financial

intermediation from poor people in developing coiest

Considering the role non-profit funders will stitetain in the
coaching of maturing but not yet autonomous MH tase for
LUXMINT to upscale appears compelling.

From a currently rather modest portfolio size of FEW.5 million that

10

it will inherit from LUXMINT, the Fund intends toeach EUR 25
million in a time span of five years. Such a mov#, iirstly, ensure
that the Fund remains a relevant player in the afilcance field, and
secondly, by creating a sufficiently large portfoto allow the Fund
to be financially self-sustaining.

The Fund has been formed so as to provide an effianeans of
raising the required capital. In particular, paofsthe portfolio of
LUXMINT may, via a contribution in kind, be contrited to the
Sub-Fund.

As a matter of fact, LUXMINT's proven expertiseidtentifying and

helping intermediary MFIs attain autonomy and ga@tess to the
financial markets is well-recognized in the intéfo@al microfinance
community. It has provided added value to the hgaltevelopment
of the microfinance sector.

C. Investment Policy and Strategies

Eligible MFIs

The below chart maps the structure of the microfigesector today.

A

The microfinance sector

Layer 1: Autonomous MFls
Funded by own resources and/or
commercial investors

- Proven credit methodology
- Profitable, self-financing
- Diversified products

"

Layer2: Yy, growing &
maturing MFls
Sub-Fund’s target market

- In existence for at least three years

- Atleast 1000 clients and € 0,5 mio. Portfolio
- Portfolio at risk no more than 10%

- Financial break-even

Layer 3: Dependent MFIs
Funded by donors,

charities, cooperation
agencies etc.

- Credit methodology in
development
- Limited number of products

The Sub-Fund will mainly focus on middle layer MFlge.
intermediary, growing and maturing institutionstthave a positive
social impact and that are not yet, but strivingpézome financially
autonomous.

Among those MFIs demand for financing is strond, supply is as
yet insufficient. Other MIVs comparable to the Selmd are often
regional outfits that are limited in outreach. TBeb-Fund will not
engage in the top layer of MFIs in principle, agsth are already
served by the more commercially-minded MIVs. Théd-Sund will
in principle not engage in the bottom layer of MElther, as these
are new and still need to develop considerably énms of
governance, products or financial autonomy. Thegdshre judged
too risky for the Sub-Fund.

The Sub-Fund will typically only consider an MFlathmatches, at
the time of the investment made by the Sub-Fund, fallowing
criteria: it has operated for at least three yeeamsints at least 1,000
micro-entrepreneurs as its clients, has a portfelijpivalent to at
least half a million euros, more or less breaksnefirancially and
has a loan portfolio at risk no larger than 10%itef gross loan
portfolio. An MFI which does not fully meet suchiteria may
nevertheless be considered by the Board of Directon an
exceptional basis. In any case, the MFI should freonstrated its
operational capabilities before the Sub-Fund witingider an
engagement.



Geographical Scope

The Sub-Fund will invest in the developing coursrig Africa, Asia
and Latin America.

The decision to invest will be based less on therall level of
development of the country in question, but rathere on the merits
of the individual cases, i.e. the potential bendét the local
population and the prospects of autonomy for thé. MF

Investment strategy

The Sub-Fund is a social venture capital fund, twhidll invest in
promising middle-layer MFls, including networksMfIs and other,
similar investment vehicles like itself (e.g. reggd funds). The Sub-
Fund will not directly engage with the end-clierdé the MFIs
(micro-entrepreneurs, small savers and insurandigypbolders).
This activity requires local presence and localvidedge and is best
done by locally implanted MFIs.

Due to its relatively modest size, the Sub-Fund reinain a flexible
and attentive partner that can offer tailor-madel annovative
solutions to MFIs' financial needs.

The Sub-Fund's financing may moreover be couplechamllel
technical cooperation provided by external consstaand more
advanced MFIs (see "Mentorship" further below iis 8ection).

Once the MFI can stand on its own feet and caadtfunding from
capital markets or from bigger, more commercialfyented
investors, the Sub-Fund intends to withdraw its agegnent and
redirect the resources thus freed to other, moedn®FIs.

Financial Instruments Forms

The contemplated investments include, but are moitdd to the
following:

- Equity and quasi-equity investments;
- Issuance of guarantees and letters of credit;

- Various credit products and other financing insteats, such
as senior loans, term deposits, promissory notesds or
other interest-bearing instruments; and

- Participating interests in, loans or guaranteeonal and
other microfinance investment vehicles.

Such list of instruments is illustrative and does prevent the Sub-
Fund to invest in microfinance related hybrid instents such as
convertible bonds or redeemable preference shareguity options

or to add other instruments with clear microfinanoanection in the
future. Such instruments can be used either oaralstlone basis or
combined, depending on the needs of the MFI andStie-Fund's

own considerations.

The Sub-Fund may invest in MFIs directly or indthecthrough
Luxembourg or foreign holding companies, if suchudure is
deemed within the best interest of the Sub-Funtgabtp to benefit
from double taxation treaties.

Capital participation

The Sub-Fund intends to use capital participatienita preferred
investment instrument. As an open-ended finanaiahroitment to
the MFI, the Sub-Fund adds value through its rédidbng-term
funding and the extensive knowledge and experiehcand its
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partners bring to the corporate governance of thé& Mhe Sub-Fund
will in principle not become either the majority ahe major

shareholder of the MFI. Its representation on tlartd and in

assemblies of shareholders of the MFI will be dedidn a case by
case basis.

Although the duration of engagement is theoretjcafien-ended, the
Sub-Fund will state clearly to the MFI that, onbe tatter is able to
find alternative, commercial sources of financitigg Sub-Fund will
consider its mission fulfilled and intends to sedistake. The moment
and modalities of exit will be based on the Subdsidliscretionary
judgement, but guided by its overriding principlé serving the
marginalized population in developing countries andsidering the
best interest of Investors. The Sub-Fund will prepts exit in close
consultation with the MFI's board and managementnay give
preference to domestic country investors of the ,MBlIthese play a
major role in strengthening the local economic andial tissue and
have an important development impact. The Sub-Bustdke could
for example be sold to another investor, be bobgick by the MFI
or be offered for sale at an eventual public offgri

The Sub-Fund may also invest in equity instrumeunitsservice

providers to MIVs if such equity investments giweess to services
which ultimately benefit the Sub-Fund. Such sewiogay include

foreign exchange hedging for currencies for whiddding may

otherwise not be available nor accessible to thé-FBind or

excessively costly.

Guarantee

The Sub-Fund's guarantee mechanism will typicatiysist of a
deposit made by it at a Luxembourg bank, whichum tissues a
letter of credit to a lender, domestic (same cquas the MFI) or
international, who in turn provides credit facé#i to the MFI, in
view of linking the MFI to financial markets andleiating the
currency risk for the MFI. The Sub-Fund receivesmnmission
based on the guaranteed amount from the MFI.

Loan

The third instrument typically employed by the Stimd is the loan.
The loan serves to bridge the financing gap ofMiié and helps it to
grow until it can find alternative domestic finaalcresources. The
Sub-Fund receives interest from the MFI.

Regional or other microfinance investment vehicles

The Sub-Fund may invest in investment vehicles sting in
microfinance credit, guarantee, equity or relatedtruments if
investing in such vehicles is deemed advantageadtrs negards to
access to certain MFIs or in view of operationdlcefncy of the
Sub-Fund. The Sub-Fund will in particular invest imestment
vehicles based in developing countries and thuditphmm the
extensive local knowledge of the fund managersiohwehicles.

Size

The amount of engagement per MFI shall in principebetween
EUR 50,000 and EUR 500,000. For networks of MFId eggional
funds, the amount shall in principle lie betweenREB00,000 and
EUR 2.5 million. Subject to the investment restoics below, an
engagement towards a single entity can moreoverobeposed of
different types of instruments and different traiems, each of
which may have different maturities.

Tenor

In order to allow MFIs to have more stable fundamgl thus be better



able to plan for the longer term, the Sub-Fund'gagements will
typically last for four to seven years, potentialyen longer in
specific cases.

Return

As an investment vehicle with a development vocatibe Sub-Fund
will commit its resources below, but close to tlemditions that the
MFI could get from commercial market sources onteattains

maturity. The return may be below market, as the-Bund shall
help intermediary MFIs bolster their profitabilithus stimulate their
growth and ultimately their financial autonomy. Theturn should
nevertheless be close to market, as a returnghsagmificantly lower
than market return would render the transition freubsidized to
market funding more difficult for the MFI. The maitkreturn will

vary from country to country and even from MFI td&~Mwithin the

same country, depending on the characteristichefMFI, on the
characteristics of each country's financial sectwrd on the
accessibility of foreign financing.

Currency exposure

Along the chain of microfinance intermediation, edarplayers can
take on currency risk: the Sub-Fund, the internmgdMFI and the

end-client. Neither the MFI, as a developing inskin, nor the end-
client, can be expected to have the capacity toagecurrency risks
well. As an entity with a development vocationwibuld not seem
appropriate for the Sub-Fund to pass on this riskredy to its

developing country counterparts. Hence, next to Eneo and the
USD, the Sub-Fund may engage also substantialthendomestic
currencies of the MFIs.

Liquid assets

The Sub-Fund may invest on an ancillary basis, fandhe purpose
of its liquidity management, its treasury in casight deposits, term
deposits, money market instruments or other ligistruments,
including money market and debt instruments, UGId & liquid

socially responsible, in particular microfinancéated, investment
products.

The Sub-Fund intends to keep a minimum of 10% ®ftdtal net
assets in liquid assets. If the Sub-Fund is not &dblmaintain such
percentage, for example in case of significant mgat®ns, the Sub-
Fund intends to sell less liquid investments andatt@in such
percentage in a time period considered appropndtee best interest
of Investors.

Investment Restrictions
(A) Restrictions applicable to investment in
instruments other than open-ended UCls

The Fund may not:
a) acquire, for the Sub-Fund and for the Fund as aleyho

more than 30% of the equity instruments issuedhay t
same issuer.

The Fund will however be allowed to acquire
temporarily, for the Sub-Fund and for the Fund as
whole, more than 30% of the equity instrumentseasisoy
the same issuer. In such a case, the Fund wilitsideest
endeavours to reduce such holding so as to reprasen
more than 30% within two years from the acquisition

b) invest more than 15% of the net assets of the Surgkin

financial

a

financial instruments issued by the same issuer and

12

guarantees exposing it to the latter.

invest more than 15% of the net assets of the Suno-in
a single country.

c)

The Fund may invest up to 100% of the net assettseoBub-Fund in
non-listed securities.

The restrictions mentioned hereabove are also egipé to units or
shares issued by closed-ended UCIs, the secunfieshich are
considered as transferable securities.

The restrictions mentioned hereabove under b) ameted not to be
complied with by a sub-fund during the first 6 munafter its launch.

The restrictions mentioned hereabove under a),nd) @ are not
applicable to securities issued or guaranteed igmber state of the
Organisation for Economic Cooperation and Develapnte their
local authorities or public international bodiegtwiEuropean Union,
regional or world-wide scope.

(B)

The restrictions set forth under (A) (a), (b) am)l §bove and the
relaxations of those restrictions set forth undf) @bove are
applicable to the purchase of units or shares issiyeopen-ended
UCls if such UCIs are not subject to risk diverstion requirements
comparable to those provided for UCIs subject it Paf the Law.

Restrictions applicable to investment in open-end€ds

These restrictions are not applicable to the adénsof units of
open-ended UCIs if such target UCIs are subject rigk

diversification requirements comparable to thosgliegble to UCls
which are subject to part Il of the Law and if suahget UCls are
subject in their home country to a permanent sugierv by a
supervisory authority set up by law in order towesthe protection
of investors.

This derogation may not result in an excessive eomation of the
investments of the relevant Sub-Fund in one singlget UCI
provided that, for the purpose of this limitati@ach compartment of
a target UCI with multiple compartments is to bensidered as a
distinct target UCI if the principle of segregatiohthe commitments
of the different compartments towards third parisesnsured.

©

The Sub-Fund may borrow the equivalent of up to 28%is net
assets without restriction in respect of the inehdse thereof.

)

The Sub-Fund shall generally not invest in derixatinstruments,
other than currency or interest rate hedging imsénis, debt swaps,
sovereign default credit swaps, or similar agredmelesigned to
manage risk associated with financial instrumentsasrowings, and
similar risk management derivatives, within theitgmset forth in

Appendix .

Borrowings

Techniques and Instruments

Investments identification and monitoring procedure
Identification of potential MFIs

For the identification of potential MFIs it can st in, the Sub-Fund
will rely on the Management, on investment advisarsd on
proposals from other institutions engaged in dgwalent
cooperation. Developing countries MFIs can alstiate demand for
funding on their own.



The due diligence process includes an institutiarad contextual
analysis of the MFI, drawing upon qualitative adlvas quantitative

criteria. This analysis will look into the institabal structure of the
MFI (history, governance, legal structure, humasougces, etc.), it
will assess its social profile (social missiongeted clients, quality
of established links with customers, etc.), andaviit examine its

financial robustness (cost coverage, capital sirectdependency on
donors, portfolio quality, credit methodology, ress and

provisions, etc.). The analysis will draw upon #reual reports of
the MFI, its financial accounts (preferably audjte@nd other

available reports (e.g. rating report).

In addition to the institutional analysis, a coyntanalysis is
undertaken, to assess the environment the MFI tgsera. This
analysis consists in an evaluation of the countpgdtical and
macroeconomic situation, its social indicators,légal and judicial
environment, and the conditions of its financialteg in particular
the provision of financial services to the poor ahd feasibility of
cross-border transactions.

Coupled to the above analysis is a field visity¢oify, complete and
deepen the information at the Sub-Fund's dispdsal.important

component of the field visit will lie in personabmtacts with the
managers of the MFI and may include a visit to py¥entrepreneurs
who are clients of the MFI. The field visit will maally be conducted
either by the Management or by an investment adviso

If the MFI passes this screening successfully, Mamagement will
present the case for investment to the Board ofédBirs. The Board
of Directors takes the final investment decision.

Monitoring of MFI

When financial support to an MFI is granted by teb-Fund, a
contract is negotiated and signed between the MEItae Fund for
the account of the Sub-Fund or through an interatedholding
entity. The contract will require the MFI to, amowgher things,
deliver a quarterly factsheet to the Sub-Fund (bjctvthe Sub-Fund
gauges the latest developments of the MFI with @eseof key
performance indicators), inform the Sub-Fund of amportant
events that may have a material impact on the ecfrthe MFI, and
accept field visits to its office by a Fund reprgs¢ive or an
investment advisor. The MFI will moreover be strigngncouraged
to introduce within a reasonable time period reguéternal
evaluation of its performance, both financial andial, through an
external rating agency, if it has not yet done®we Sub-Fund will
withdraw its funding in case of serious violatidrttee contract.

The Sub-Fund may outsource part of the monitorihthe invested
MFI to investment advisors. Care will be taken lire tselection of
independent investment advisors, whose interest$ rstt be aligned
with those of the MFIs they follow.

Investment cooperation with third parties

The Sub-Fund's support to the target MFIs may rmisist of

financial means only. In parallel to the Sub-Furaiér engagement,
the Sub-Fund may actively promote the build-upirdtd between the
MFIs and other external parties that can offeredéht kinds of
technical services to the MFIs. Possible areas ssfstance may
include the development of new products, capaaifiding, training

and the sharing of best practices. The purpose ifadilitate the

development of the MFIs. As the MFIs grow strondlee, Sub-Fund
may also actively accompany them in developing acist with

commercial, preferably domestic funders.
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Mentorship

The Sub-Fund intends to involve mentors, especiahign it invests
in equity stakes in MFIs. These mentors might bestituted by more
advanced, already commercially viable MFIs or @utding
individuals in the microfinance sector. These actoan play a
valuable role to the intermediary MFIs and proviglédance from
their own experience, for example in governance aisk
management. In case of capital participations,ntieators may also
represent the Sub-Fund in the board of directodsimthe assemblies
of shareholders of the beneficiary MFIs. Mentorsyrba recruited
among the entities that have formerly benefitednfroUXMINT's
support or entities that the Sub-Fund, the investradvisors or even
beneficiary MFIs identify as worthy models.

The provision of financial assistance combined vetimplementary
assistance has a proven record of addressing gkévglaountries
MFIs' needs.

D. Risk factors and their mitigation

The investments of the Fund are subject to riskerent in any
investment. It cannot therefore be guaranteed tihetinvestment
objectives will be achieved.

Investors must therefore be aware that the valubef investment
may fall as well as rise and that past performdaaeot a guide to
future performances. Moreover, Investors may lazmes or all of
their investment.

In particular, in considering an investment in Lmmurg
Microfinance and Development Fund - Social VentGepital Sub-
Fund, prospective Investors should consider riskiehvinclude, but
are not limited to, counterparty risk, currencykricountry risk,
liquidity risk, operational risk, risks linked towestment in other
UCIs and risks linked to the valuation of illiquidnd unlisted
investments.

The risks referred to below are not exhaustiveafidancial advisor
or other appropriate professional should be coeduilor additional
advice.

Counterparty risk

A significant risk the Sub-Fund is exposed to isirderparty risk.
The Sub-Fund's assets essentially consist of itdofio of capital
participations in, guarantees and loans to MFIse Bub-Fund's
counterparties are often perceived as high riskngoMFls, located
in developing countries, that grant mostly unceflalized credit to
poor people without a credit record.

However, in practice, numerous studies have shéxahpoor people
are not worse borrowers than their richer counttspe&Evidence
suggest that, being already at the bottom of theiegg the
creditworthiness of poor people seems remarkabdigmed with the
business cycle. Moreover, as the Sub-Fund doetendtdirectly to
the end clients, but to MFls, it benefits from ridikersification over
a very large number of borrowers. To diversify figks, the Sub-
Fund will invest pursuant to the principle of risgipreading in
accordance with the rules under heading "InvestrRestrictions" in
section 2.

Potential Investors should particularly note thawestments in
minority equity shares in middle layer MFIs in digng countries
and related investments in debt and guaranteeumstits are
inherently risky, notably to external shocks (natudisasters,
political risks, etc.) and to the risk that the MR&y not succeed in its
strategy, for example through inadequate governara#or risk
management. The sale of an equity participaticemidFI which has



not performed as expected might involve significanark-downs on
the sales price or a buyer might not be foundlat al

Currency risk

Microfinance intermediation at the internationalvde usually
involves the provision of capital in a currency felient to the
currency the end-client of the MFI borrows in. Tdepital provided
by the foreign investor is typically converted irttee local currency
of the MFI at the beginning of the engagement, erabnverted at
the end of the engagement. As currency exchangs dat not remain
the same over time, but can sometimes vary sigmifig. the
invested funds are exposed to currency (or foreiginange) risk.

The Sub-Fund maintains its accounts in Euro. Howawvext to the
Euro, the Sub-Fund may have significant balancddSi and may
engage significantly in the domestic currenciesViffls' countries.
From past experience, fluctuations in currency erde rates may
contribute significantly to the variations in thetNAsset Value of the
Sub-Fund.

The Sub-Fund will aggregate the currency riskstefinvestments
and intends to hedge its exposure to the extensilges and
commercially feasible. It may also share the expeswith the
MFIs. A balance shall be found between the pratectf the Sub-
Fund's Shareholders and the development interéstedViFIs and
their end-clients.

In order to limit its currency risks, the Sub-Funmhy deploy the
following strategies:

- The Sub-Fund may use financial hedging instrusesuch
as swaps, futures/forwards and options, if suclrunments
are available and appropriate in terms of costlarkfits. As
described in section "Capital participations"”, tBeb-Fund
may have to make an equity investment in a seqiogider
in order to gain access to hedging of certain cwies.

- The Sub-Fund will diversify its engagements iiffedent
countries and different currencies. This naturalgeeshould
limit the impact the variation of any single excharrate will
have on the value of its portfolio in Euro;

- The Sub-Fund aims to have significant shareasportfolio
in guarantees. As the Sub-Fund commits in hardenuay,
including in Euro, the currency risk is reducedisThsk is
not transferred to the MFI when the latter obtaansredit
from a local bank in domestic currency;

- The Sub-Fund may envisage for its non-Euro eegents
contractual provisions that share out currency hiskveen
the Sub-Fund and the MFI or a third party willirgtake on
such risk;

The Board of Directors may decide to use other nsnagement
strategies, if such strategies are deemed moreoppate to the
currency risks the Sub-Fund is exposed to.

The Sub-Fund intends to engage significantly in itehp
participations. This type of engagement is operedndn MFI
domestic currencies and is by nature difficult éolge.

Country risk

Country risk is generally understood as a risk #ratinates from the
country-specific operating environment of the MK €ontrast to
counterparty risk, which emanates from the MFllfjseé’he Sub-
Fund, as it engages with counterparts in developmgtries, does
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face some peculiar risks. These are often countnits fragile
political and social institutions, weak propertyghis, inadequate
legal and judicial systems, susceptibility to po#it upheavals,
economic or financial crises, and natural disasters

Furthermore, eventual modifications to the legalimmment or to
foreign exchange and capital transfer regulatiarssequent to an
investment can render the repatriation of funddlehging. In such
case, the Sub-Fund will bear the eventual assac@sts and losses.

To limit its exposure, the Sub-Fund will avoid ogtéamg in areas
engaged in armed conflict. To diversify its riskse Sub-Fund will
aim to limit its total engagement towards a singtmuntry to a
maximum of 15% of its Net Asset Value. The Sub-Fundy
consider the insurance of country risk on a casessg basis.

Liquidity risk

Potential Investors in the Sub-Fund should be §ipally aware that
the Sub-Fund invests a majority of its assets liguid, held-to
maturity instruments and equity participations withcertain exit
timing. The Sub-Fund intends to limit liquidity ks through a
liquidity reserve amounting to 10% of its net assahd through
credit lines it may negotiate with third partieowkever, no guarantee
can be given that the Sub-Fund will be able, ah é&aluation Day,
to honour all redemption requests.

Operational risk

The Fund aims to establish controls, rules and quhoces to limit
operational risks. These range from co-signatucgpiirements for
important decisions to the minimum length for th@age of records,
from the safeguard of electronic data to the playssecurity of its
offices.

In addition to these self-governing rules, the Fumd define its

relations with its external partners (Custodian akdministrative

Agent, investment advisors, distributors, etc.) woontractual

agreements. These documents shall establish thectese tasks and
obligations of the Fund's partners and fix theirde® of interaction
with the Fund.

The Board of Directors will carry out regular, mmenounced and non
pre-announced, control visits to the Fund's offidése external audit
of its activities and accounts will be entrustedato internationally

renowned audit company.

It should be kept in mind that despite the bestegaance rules and
procedures, and despite the best compliance, soes&dual
operational risk will always remain.

Risks linked to investment in other UCls

The investment by the Sub-Fund in target UCIs mesult in a
duplication of some costs and expenses which wiltharged to the
Sub-Fund, i.e. setting-up, filing and domiciliatioasts, subscription,
redemption or conversion fees, management feesodiaa bank
fees, auditing and other related costs. For Shidelmof the Sub-
Fund, the accumulation of these costs may caudeehigosts and
expenses than the costs and expenses that woutdblean charged
to the Sub-Fund if the latter had invested directly

Risks linked to the valuation of illiquid and unlisted investments

Financial instruments which are traded on a regdlabharket allow
for easy measurement of their fair value through akailability of
prices of recent transactions. Non-quoted, nondstatized
instruments, such as the Sub-Fund intends to wesmeseitate more



effort to determine a probable realization valuethe absence of
transactions in the immediate past. The Fund wifisider the use of
three commonly accepted valuation methodologieg itihcome,
market, and cost approaches.

The income approach measures the value of an wirdgrl
investment by the present value of its future eaginobenefits.
Indications of fair value are developed by capiialj current
benefits or discounting prospective cash flowshirtpresent value
at a rate of return that appropriately reflects ititeerent risk of that
particular underlying investment.

The market approach arrives at an indication afffaiue by drawing
upon comparable investments that have been receréguted in
arm's-length transactions. The market data is #djnsted for any
significant differences, to the extent known, betwehe identified
comparable investment and the Sub-Fund's investment

The cost approach considers reproduction or replanecost as an
indicator of fair value. The approach is basedhf@assumption that
a prudent investor would pay no more for an investinthan the
amount for which he could replace or re-create it.

The use of any of these three methodologies depe&mdshe

availability of relevant information. The current iamfinance

industry is characterized by scarcity of informatieith regards to
reliable and accessible market information. Onfgwa microfinance

initial public offerings have taken place so farsAcondary market
for investments is unorganized and a majority ahsactions are
private placements.

It is important to note that no single of the threeluation
methodologies will yield a definitive determinatiar fair value as
each underlying investment involves unique factditsee Fund aims
to use, wherever feasible based on the informaieailable, more
than one methodology. The valuation process resjuire objective
analysis of data, the application of experiencedgjoent, and
discussion with the MFIs management to yield a oeable
conclusion.

There is however no certainty that the valuation deved from
using such methodologies equals the value the Fumdil realize
when it sells its investments.
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3.- SHARES

Shares will be issued in registered form only. Shelders shall
receive a confirmation of their shareholding. Sheeeificates will
only be issued upon request and at the expense &hareholder.

The inscription of the Shareholder's name in theister of
Shareholders evidences his/her/its right of owriprshShares.

Fractions of Shares up to three decimal places hvellissued if so

decided by the Board of Directors. Such fractiohSleares shall not

be entitled to vote but shall be entitled to paptite in the net assets
and any distributions attributable to the relev@tdass on a pro rata
basis.

All Shares must be fully paid-up; they are of no palue and carry
no preferential or pre-emptive rights. Each Shafethe Fund,
irrespective of its sub-fund, is entitled to onetevat any general
meeting of Shareholders, in compliance with Luxeumgolaw and
the Articles.

Within each sub-fund, several Classes of Sharestmassued.

Classes issued in Luxembourg Microfinance and @gveént Fund -
Social Venture Capital Sub-Fund.

The Sub-Fund presents a diversified and differegdiacapital
structure, encompassing the public sector, privaséitutions and
private individuals.

As a result, three Classes of Shares will be offémethe Sub-Fund,
namely Class A Shares, Class B Shares and Cladsafess each
targeting different types of Investors, evidencangifferent level of
risk, offering a different target return and evidiery a different level
of involvement in the Fund's governance.

These three Classes of Shares will be investeccomanon portfolio
of investments.

Risk profile

The risks and associated potential losses incumyethe Sub-Fund
are allocated between the three Classes of Sharpsoportion to
their percentages in the Sub-Fund's NAV excepCiass C Shares'
exposure to microfinance impairment risk.

Class A Shares shall cover the net loss sinceatteMaluation Day
allocated to Class C Shares, if such loss arises the impairment
of microfinance related investments. In such c&lass A Shares'
capital covers Class C Shares' loss until eithes€C Shares' NAV
reaches its NAV of the previous Valuation Day, timpairment loss
allocated to Class C Shares according to theirgtam in the Sub-
Fund's total NAV is absorbed by Class A capitalCtass A Shares'
capital becomes depleted, whichever limit is agdifirst. Class A
Shares will not cover any loss, nor the part of lasg, occurred since
the last Valuation Day allocated to Class C Shamgsarising from
microfinance impairment risk. Is only considered ragrofinance
impairment risk any reduction in value in the Subffs
microfinance investment that results from the detation of the
financial conditions of the counterparty.

Not considered as microfinance impairment riskrig geduction in
value in the Sub-Fund's microfinance investmenit tésults from the
depreciation of the investment currency vis-a-tis Euro (currency
risk), from externally imposed restrictions on &drder capital
transfer and forced confiscation or appropriatiérthe Sub-Fund's
investment (country risk) or, specifically for tisib-Fund's capital
participations, any reduction in value that resfitsn a diminution
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in the external references that are unrelatedeatunterparty's own
financial conditions. These risks, as well as #lleo risks incurred by
the Sub-Fund such as liquidity risk, operationsk &nd counterparty
risk emanating from the Sub-Fund's liquidity plaeets are not
covered by Class A Shares on behalf of Class CeShhut are borne
by each Share Class in proportion of its percenitagiee Sub-Fund's
Net Asset Value.

Shareholders in Class C Shares should be aware thtte cover
granted to Class C Shares in respect of the impairemt risk
emanating from the microfinance investments of th&ub-Fund is
not a guarantee that the NAV per Share of Class CHares will
never decreaseShareholders in Class C Shares should also note
that the coverage is effective only as long as thers sufficient Net
Asset Value attributable to Class A Shares to coverthe
microfinance impairment risk of Class C Shares.

The Net Asset Value of Class A Shares shall reptesieleast 20%
of the sum of the Net Asset Values of Class A Sharel Class C
Shares, in order to provide the aforementioned re@ee Additional
subscriptions of Class C Shares in respect of ¥atlation Day will

be subject to this safeguard ratio, determined hen basis of the
previous NAV adjusted so as to take into accouet ghbscription
and redemption requests received in respect oMalatation Day.

Class B Shares bear their own microfinance impaitmiek, i.e. they
support any loss resulting from a microfinance streent, and any
loss incurred by the Sub-Fund in general, in proporof the

percentage of the Sub-Fund's Net Asset Value thresent.

Return

If the conditions as described in Section 5.B "A#ition of Net Asset
Value among Classes of Shares within Luxembourgrdfiitance
and Development Fund — Social Venture Capital SuthdF are met,
Class B Shares shall earn a 1 percentage poinhigteer return than
Class A Shares and Class C Shares, to the extesibpm Class A
Shares and Class C Shares will start being remtaterance the
return of the Sub-Fund permits to give Class B &haa return
equivalent to 1 percentage point p.a.

In case of loss for the Sub-Fund, the three Clas&hares shall
bear the loss according to their respective pragustin the Sub-
Fund's overall Net Asset Value, except for the catmn of the
microfinance impairment risk between Class A Shamd Class C
Shares as described earlier under "Risk profile".

In case the Sub-Fund's provisions for write-downse dto
microfinance impairment risks are deemed excessiva later date
and returned to the Sub-Fund's Shareholders, ttee tBlasses of
Shares shall as a general rule be allocated theies of the excess
write-down as determined by their respective prtpos in the Sub-
Fund's total Net Asset Value, whereas Class A Shagieall
recuperate in priority the net cumulative impairiniss they have
previously covered, if any, for Class C Shares.

Involvement in the Fund's governance

Class A Shares constitute the core capital of thie-Bund and are
meant to be held by Shareholders who bear a grieatestment risk
in order to promote microfinance investment amongdvape

investors. In return, Class A Shareholders recavsignificant

influence over the Fund's governance.

Class A Shareholders are entitled to have a greatelvement in the
Fund's governance than Class B or Class C Shaesisol#irstly,

Class A Shareholders have the right to proposed@éneral meeting
of Shareholders a list containing the name of aatds for the



position of Director of the Fund out of which a oy of the
Directors of the Fund must be appointed. Secorafiygach Share of
the Fund entitles the holder to one vote irrespebtiof the Class the
Share belongs to, and as the initial subscriptidnepof Class A
Shares is set 4 times lower than the initial supson price of Class
B Shares and Class C Shares, Class A Shareholelesive more
voting rights than Class B and Class C Shareholftershe same
amount invested.

These three Classes of Shares have the followatgries:
Class A Shares
Luxembourg Government, ADA and's

other Investors as may be approved by the
existing Class A Shareholders.

Eligible Investors

Denomination currency  Euro.
Initial subscription price  Euro 25 per Share.

At least above the inflation ratgéted
by the European Central Bank over the
medium term (consumer price index), i.e.
2% p.a., in order to safeguard the real
value of the Share.

Target return

Redemption Not redeemable.

Restricted to Class A Eligible listers,
subject to the prior consent of existing
Class A Shareholders, which cannot be
unreasonably withheld.

Transferability

Risk profile Junior.

Class A Shares give the right, in
accordance with the Articles, to propose
to the general meeting of Shareholders a
list containing the name of candidates for
the position of Director of the Fund out of
which a majority of the Directors of the
Fund must be appointed.

Specific rights

Class B Shares
Eligible Investors No restriction.
Denomination currency  Euro.
Initial subscription price  Euro 100 per Share.

At least above the inflation ratgéaed
by the European Central Bank over the

medium term (consumer price index),
plus 1 percentage point, i.e. 3% p.a.

Target return

Redemption Redeemable.

Transferability Free transferability.

Risk profile Mezzanine.

Class B Shares shall earn a 1 ptaige
point p.a. higher return than Class A
Shares and Class C Shares to the extent
possible.

Specific rights
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Sale (subscription) fee

Redemption fee

Class C Shares

Eligible Investors

Denomination currency

Initial subscription price

Target return

Redemption

Transferability

Risk profile

Specific rights

Sale (subscription) fee

Redemption fee

Up to 2% to the benefihef distributor.

Up to 2% to the benefit of the SubeF
at the discretion of the Board of Directors.

Private individuals and privaten-profit
organisations; admission of private non-
profit organisations subject to the Board
of Directors' consent.

Euro.
Euro 100 per Share.

At least above the inflation ratgéted
by the European Central Bank over the
medium term (consumer price index), i.e.
2% p.a., in order to safeguard the real
value of the Share.

Redeemable.

Restricted to Class C Eligible Iet@rs
and, in case of transfer to non-profit
organisations, subject to the Board of
Directors' prior consent, which cannot be
unreasonably withheld.

Senior.

Class C Shares' risk emanating from
impairment of the microfinance
investments of the Sub-Fund is covered
by Class A Shares under certain
conditions of Net Asset Value. This
support is effective as long as there is
sufficient Class A capital to cover Class C
Shares.

Up to 2% to the benefihef distributor.

Up to 2% to the benefit of the SubeF
at the discretion of the Board of Directors.



4.- HOW TO DEAL

Investors may submit subscription, redemption, sfem and
conversion orders to the Administrative Agent atrégistered office.
Such orders will be dealt with according to thevisimns of this
section.

A. Issue of Shares
Subscription during the Initial Subscription Period

The Initial Subscription Period for the Shares lo¢ Class A and
Class B Shares of LUXEMBOURG MICROFINANCE AND
DEVELOPMENT FUND - Social Venture Capital Sub-Fundll
start on 16 November 2009. The final date of thgalnSubscription
Period will be on 18 December 2009, or such eadidater date as
the Board of Directors may determine.

The Initial Subscription Period for the Sharesta# Class C Shares
of LUXEMBOURG MICROFINANCE AND DEVELOPMENT
FUND - Social Venture Capital Sub-Fund will be thsed in the
relevant Application Form.

The Initial Subscription Prices during the relevhnitial Subscription
Period are as follows:

- Class A Shares: Euro 25 per Share;
- Class B Shares: Euro 100 per Share;
- Class C Shares: Euro 100 per Share.

No sales fee shall be applicable during the Ingiabscription Period.
If no subscriptions are received during the Ini8abscription Period,
Shares shall be offered at a later date upon recqfepotential

Investors under the same terms and conditions. atyaf the Initial

Subscription Price must be effected by the finakedaf the Initial

Subscription Period at the latest.

Subscription after the Initial Subscription Period

After the Initial Subscription Period, subscriptioffior Shares are
accepted on a quarterly basis at each Valuation (@aydefined
hereinafter).

The subscription price per Share (the "SubscripBoice”) will be
equal to the Net Asset Value of the relevant Ctdske relevant sub-
fund increased, as the case may be, by sales featad below. The
Subscription Price is available for inspectiontet tegistered office
of the Fund.

The Shares will be issued on a continuous basisagital is required
by the Fund.

Any applicant shall complete an Application Formsimch form as
the Fund may from time to time prescribe and stathply with such
conditions as may be prescribed by the Fund. Onpplidation
Forms prescribed by the Fund or its authorised tagel be
accepted. Investors whose applications are acceptette allotted
Shares issued on the basis of the NAV determine@spect of the
Valuation Day following receipt of the Applicatioform provided
that such application has been received in Luxemgpaat the
registered office of the Administrative Agent natdr than 6:00 p.m.
(Luxembourg time), on the fifth Business Day praéngdhe relevant
Valuation Day. Applications received after that e¢imwill be
processed in respect of the next Valuation Day.

Whenever the Fund offers Shares for subscripttemptice per Share
at which such Shares are offered may be increageddales fee of
up to a maximum of 2% of the NAV per Share of tekevant Class
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to the benefit of the distributor. The price soetetined shall be
payable to the Fund's account at the Custodiathdardenomination
currency of the relevant Class of the relevant feug or in any other
currency specified by the Investor (in which casg @urrency
conversion cost shall be borne by the investorhiwifive Business
Days following the publication of the applicable MA

Written confirmations of shareholding will be seot Shareholders
within two Business Days following the issue of Bigares.

The Shares will be issued on the sixth Business folgwing the
publication of the applicable NAV.

The Fund reserves the right to reject in its fuisccetion any
application in whole or in part, in which case sulytion monies
paid, or the balance thereof, as appropriate, gllreturned to the
applicant without interest as soon as practicabl® suspend at any
time and without prior notice the issue of Sharesrie, several or all
of the sub-funds or classes.

In particular, the Fund reserves the right to sndpsubscription in
Class C Shares within the Sub-Fund if the threshd20% between
the NAV of the Class A Shares and the sum of th&/N#the Class
A and Class C Shares as described in "3.-SHARESk Riofile" is
breached or can be expected to be breached. In sash,
subscription applications already received by thad=and in excess
of the threshold will be cancelled pro rata as mheireed by the Fund
and the excess subscription monies returned tagpicants without
interest as soon as practicable.

The Fund may agree to issue Shares as a consiferfdr a

contribution in kind of securities or other assg@igvided that such
securities or other assets comply with the investnobjectives and
policy of the relevant sub-fund and that the cdmition is made in
compliance with the conditions set forth by Luxemimp law, in

particular the obligation to deliver a valuatiopoet from the auditor
of the Fund (féviseur d'entreprises agrééwhich shall be available
for inspection. Any costs incurred in connectiorthag contribution
in kind of securities or other assets shall be bdmg the relevant
Shareholders.

No Shares of any sub-fund will be issued during perjod when the
calculation of the NAV in such sub-fund is suspehde accordance
with the Articles.

In the case of suspension of dealings in Sharesapiplication will
be dealt with as at the first Valuation Day follogithe end of such
suspension period.

B. Late trading and market timing

Late Trading is to be understood as the acceptahaesubscription,
conversion or redemption order after the time lirfited for
accepting ordersc(t-off timg on the relevant day and the execution
of such order at the price based on the net asdet applicable to
such same day.

Market Timing is to be understood as an arbitragghod through
which an investor systematically subscribes aneéeets or converts
units or shares of the same UCI within a short egod, by taking
advantage of time differences and/or imperfecti@ndeficiencies in
the method of determination of the net asset vafube UCI.

The Fund shall comply with any relevant provisiar@tained in
CSSF Circular 04/146 of 17 June 2004 concerningptioéection of
undertakings for collective investment and theiveistors against
Late Trading and Market Timing practices.



In this respect, no subscription, conversion orengption orders
received by the Fund will be accepted after thevaaht cut-off time
except for subscription, conversion or redemptiothecs received by
the distributors which undertake to apply the diitione to all such
orders and transmit the orders to the Administeathgent within a
reasonable period of time. It is further remindedt tsubscriptions,
conversions or redemptions will be dealt on a fodmaricing basis
as more fully described above.

The Board of Directors of the Fund does not peprakctices related
to Market Timing. Both the Board of Directors andet
Administrative Agent reserve the right to rejectseription and
conversion orders from an Investor who the BoarBicéctors or the
Administrative Agent suspects of using such prastidhe Board of
Directors further reserves the right to take, ifpegpriate, the
necessary measures to protect the other Investths &und.

C. Anti-money Laundering Provisions

Pursuant to Luxembourg law and circulars of the dmkourg
regulator, professional obligations have been wedito prevent the
use of UCIs for money laundering purposes. As altres such
provisions, the registrar of a Luxembourg UCI mastertain the
identity of the subscriber unless the subscriptiwder has come
through another professional of the financial secsobject to
identification requirements equivalent to those uisgfd by
Luxembourg law. Accordingly, the Administrative Ade may
require subscribers to provide a certified copytldir passport,
identity card or driving licence and for subscribeho are corporate
or legal entities, an extract from the registracofmpanies or articles
of incorporation or other official documentatiom &ny case, the
Administrative Agent may require, at any time, aiddal
documentation relating to an application for Shagesh information
shall be collected for compliance reasons only ahdll not be
disclosed to unauthorised persons.

In case of refusal by an Investor to provide theutieents required,
the application for subscription will not be acaeht

D. Redemption

Unless otherwise herein provided for in relationatty given sub-
fund or Class, the Shares are redeemable on aegydngsis as at
each Valuation Day at the request of the Shareholatea price based
on the NAV of the relevant Shares. Shares will fvecelled as at the
first Business Day of the following quarter.

Redemption requests should contain the followirfgrimation: the
identity and address of the Shareholder requegshtingredemption,
the number of Shares or amount to be redeemedetbeant sub-
fund, the relevant Class of Shares, the name istw$lich Shares are
registered and details as to whom payment shouldnbde. All
necessary documents to complete the redemptioricsbeuenclosed
with such request.

The redemptions are dealt with at an unknown NAKar8holders
whose requests for redemption are accepted wile hbheir Shares
redeemed in respect of a Valuation Day provided the requests
have been received in Luxembourg not later thanO0 6:0
p.m.(Luxembourg time) on the 45th calendar day eutewm the
Valuation Day (or, if such day is not a Businesy Ra defined here
above, on the following Business Day). Requestsived after that
time will be processed in respect of the next ajaplie Valuation
Day.

Shares will be redeemed at a price equal to the NAlhe relevant
Class of the relevant sub-fund in respect of tHevemt Valuation
Day less a redemption fee of up to 2% which is pky#o the Fund.
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The same level of redemption fee will be applicablall Shares of
the same Class redeemed as at the same Valuatjon Da

The Board of Directors reserves the right to modifg redemption
charge if and when appropriate.

The redemption price shall be paid not later thaBuéiness Days
after the publication of the applicable NAV, or fmothe date on
which the redemption request is complete, whichevtre later date.

Payment will be made by wire transfer to the Shaldsr or by bank
order to an account indicated belonging to the &iader, at such
Shareholder's expense and risk. No payment to-ffarty accounts
will be made.

The redemption price will be paid in the denomiotcurrency of
the relevant Class of the relevant sub-fund orng ather freely
convertible currency specified by the Shareholdierthe last case,
any currency conversion cost shall be borne bySth&reholder. The
redemption price may be higher or lower than theeppaid at the
time of subscription or purchase.

Shares in any sub-fund will not be redeemed ifddleulation of the
NAYV in such sub-fund is suspended in accordancle thi¢ Articles.

Furthermore, if with respect to any Valuation Dagdemption
requests relate to more than 5% of the Net Asshkievaf a specific
sub-fund or Class, the Board of Directors may decidat the
payment of such requests for redemption will beedefl (pro rata)
for such period as the Board of Directors considerse in the best
interest of the sub-fund, but normally not excegdhree months.

The Articles provide that the Board of Directors, behalf of the
Fund, may compulsorily redeem the Shares held pypanson, firm
or corporate body, if in the opinion of the Funalsinolding may be
detrimental to the Fund, if it may result in a lweaf any law or
regulation whether Luxembourg or foreign, or if asesult thereof
the Fund may become subject to laws other tharetbbshe Grand
Duchy of Luxembourg (including but without limitati tax laws);
specifically but without limitation the Fund may ropulsorily

redeem Shares held by any U.S. Person.

E. Conversion of Shares

Any Shareholder is entitled to request the conwersf all or part of
his/her/its Shares of one sub-fund into Shareshofreer sub-fund or
of Shares of one Class into Shares of another Céadgect to the
restrictions set in section 3: "Shares" (e.qg.,ileligy criteria). The
price for the conversion of Shares shall be contbbiereference to
the respective Net Asset Value of the sub-fundh@two Classes of
Shares, calculated as at the same Valuation Dasepiance of any
application for conversion is contingent upon th#s$action of any
conditions (including any minimum redemption/suljgion and
prior notice requirements) applicable to the sutdfClass from/into
which the conversion is to be effected



5.- NET ASSET VALUE
A. Valuation of Assets

The NAV in respect of each Class of each sub-fuhéllsbe
expressed in the currency in which the Shares oh dblass are
denominated and shall be calculated as at any Wetu®ay (as
defined hereinafter) by dividing the net asseteath Class and/or
sub-fund (being the value of the portion of asseds the portion of
liabilities attributable to such Class and/or subef as at any such
Valuation Day) by the total number of Shares in thlevant Class
and/or sub-fund then outstanding. The NAV per Shay be
rounded up or down to the nearest second decimal.

The Fund and its Administrative Agent will make aflasonable
efforts to correctly assess the value of the ugdwglinvestments of
each sub-fund based on the information made avaitakthem at the
time of determining such value. The Fund and itamikdstrative
Agent intend to calculate the NAV as soon as péssibce they have
collected the information and data necessary tfopara reasonably
correct assessment of the value of the underlyimgstments of the
relevant sub-fund. The NAV calculated on this bagisbe binding
upon the Fund and its Shareholders. However, niesthe time of
determination of the NAV as at the relevant ValomtDay, there has
been a substantial change in the valuation of tinestments
attributable to the relevant sub-fund, the Boardokctors may, in
order to safeguard the interests of the Sharetwlaed of the Fund,
cancel the first NAV and carry out a second vabratuntil any
subscription, redemption or conversion has beergssed on the
basis of the NAV so determined. All subscriptioademption and
conversion requests shall be treated on the bdsihi® second
valuation.

The NAV is determined as at the last calendar daylarch, June,
September and December (each, a "Valuation Dayd)fanthe first
time as at 31 March 2010, on the basis of the vafuke underlying
investments of the Fund determined as follows:

€) Debt instruments not listed or dealt in on any lstoc

exchange or any other regulated market that operate

regularly, is recognized and open to the publicl Wi
valued at the nominal value plus accrued interSsich
value will be adjusted, if appropriate, to reflecy. major
fluctuations in interest rates in the relevant regskor the
appraisal of the Board of Directors on the credithioess
of the relevant debt instrument. The Board of Diveswill
use its best endeavours to continually assessnthtisod of

valuation and recommend changes, where necessary, t

ensure that debt instruments will be valued atr tiair

value as determined in good faith by the Board of

Directors. If the Board of Directors believes that
deviation from this method of valuation may resint
material dilution or other unfair results to Shaielers, the
Board of Directors will take such corrective actighany,
as it deems appropriate to eliminate or reductéhecextent
reasonably practicable, the dilution or unfair tssu

(b) Capital participations not listed or dealt in onyastock

exchange or any other regulated market that operate

regularly, is recognized and open to the publicl Wi

(©

valued at their reasonably foreseeable sales price
determined prudently and in good faith pursuant to
procedures established by the Board of DirectorchS (d)
procedures include in order of preference:

- Up to the first year following the sub-fund's
acquisition, the capital participations will be wedl at
cost. A different valuation approach may be taken i (e)
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material changes within the MFI or in its operating
environment occur during the first year following
acquisition;

- After the first year of holding, the value of thapital
participation will be estimated with reference to
prices of equity transactions or issues of neweshar
involving the same MFI within a reasonable time
period of the Valuation Date. Such a time period is
determined by an assessment of the Board of
Directors whether material changes within the MiFl o
in its operating environment have occurred sinee th
date such transaction took place;

- If such transactions are not available or deemetd
representative of fair value, the value of the &pi
participation should be estimated with reference to
the price-to-book ratio at which the sub-fund acegi
the capital participation. Such ratio may be adjdst
by factors obtained from relevant industry sources.
The Board of Directors may consider alternative
ratios such as price-to-earnings or price-to-cémiv f
multiples if the application of such multiples is
deemed more appropriate to the circumstances of the
MFI;

- In case the sub-fund has entered into negatisitto
sell a capital participation to a third party, depital
participation may be valued at its expected salieg p
if the disclosure is judged appropriate by the Boafr
Directors in view of the ongoing negotiations.

- The Board of Directors intends to conduct, whveme
feasible and, if possible, at least once per yeased
on available information and the resources avadlabl
to the sub-fund, the following cross-checks to the
valuation of capital participations:

- by industry ratios implied by transactions and
ratios obtained from quoted companies
deemed comparable by the Board of
Directors, as and when such comparables
become available;

- by using the income approach in the form of
discounted cash flows ("DCF"). The use of
DCF depends critically on the availability of
future earnings or cash-flows as forecasted by
the MFI's management, as well as the
determination of an appropriate cost of capital
to discount such earnings or cash-flows.

The value of any cash on hand or on deposit, hitld
demand notes and accounts receivable, prepaid sepen
cash dividends and interest declared or accruefioassaid
and not yet received shall be deemed to be theafodunt
thereof, unless in any case the same is unlikelyetpaid
or received in full, in which case the value thérglmall be
arrived at after making such discount as the Baafrd
Directors may consider appropriate in such caseflect
the true value thereof.

The value of assets which are listed or dealt iy stock
exchange is based on the last available price erstihck
exchange which is normally the principal market $och
assets.

The value of assets dealt in on any other regulaizdtet is



based on the last available price.

4] The value of units or shares in UCls is based eir thst-
stated net asset value. Other valuation methods lbeay
used to adjust the price of these units or shdras the
opinion of the Fund, there have been changes ivahe

since the net asset value has been calculated er th

valuation method used by the UCIs is not appropriat
reflect the fair value thereof.

(9) For assets that are not listed nor dealt in on stogk
exchange or any other regulated market and whiemat
mentioned above or in the event that, for any assbe
price as determined pursuant to sub-paragraphr(())as
not representative of the fair market value of talevant

assets, the value of such assets will be basedhen t

reasonably foreseeable sales price determined mityde
and in good faith.

The value of all assets and liabilities not expedsm the reference
currency of a sub-fund will be converted into tleéerence currency
of such sub-fund at the rate of exchange rulingurembourg as at
the relevant Valuation Day. If such quotations moé available, the
rate of exchange will be determined in good faith dr under

procedures established by the Board of Directors.

The Board of Directors, in its discretion, may pegrsome other
method of valuation to be used, if it considerst thach valuation
better reflects the fair value of any asset offbed.

The NAV and the issue, redemption and conversiocegrfor the
Shares of each Class of each sub-fund may be ebtaguring
business hours at the registered office of the Adbtrative Agent.

The NAV determined as at a Valuation Day will nolijmabe
available at the registered office of the Admiratitre Agent within
45 calendar days after that Valuation Day and in eese no later
than the following Valuation Day.

B. Allocation of Net Asset Value among Classes of Shew
within Luxembourg Microfinance and Development
Fund — Social Venture Capital Sub-Fund

The Net Asset Value of the Sub-Fund, determinedymant to section
5.A "Valuation of Assets", is allocated among tHasSes A, B and C
in the following way:

The preferential return to Class B Shares as stipdlin section 3
"Shares" shall be allocated if and only if the $umd results since
the last Valuation Day, both with and without mitnance
impairment risk, show a profit. In such case, tke profit generated
by the Sub-Fund since the last Valuation Day istfallocated to
Class B Shares until such remuneration reachesreéitfe total net
profit since the last Valuation Day, the equivaleh& 1% per annum
interest on Class B Share's NAV or, if there isimetof a previously
made excessive microfinance impairment, the totafitpwithout
impairment return since the last Valuation Day, chlever limit is
attained first. The remaining net profit, if ang,allocated among the
three Classes of Shares according to their resjgeptioportions in
the Sub-Fund's total NAV.

Microfinance impairment risk is allocated to thdfefient Classes
following the methodology set out in "3.- SHARES".

C. Suspension of the Calculation of the Net Asset Vadu

In each sub-fund, the calculation of the NAV ance tlssue,
redemption and conversion of Shares may be teniposaspended:

(@) during any period when any one of the stock exchsray
other principal markets on which a substantial iparof
the assets of the Fund attributable to such sub;ftrom
time to time, is quoted or dealt in is closed (otfise than
for ordinary holidays) or during which dealingsriéie are
restricted or suspended provided that such restmiobr
suspension affects the valuation of the investmehtthe
Fund attributable to such sub-fund quoted thereon;

(b) during any period when, as a result of politicalpreomic,
military or monetary events or any circumstancetside
the control, responsibility and power of the Boautl
Directors, or the existence of any state of affaifsich
constitutes an emergency in the opinion of the Baafr
Directors, disposal or valuation of the assets Mmidhe
Fund attributable to such sub-fund is not reasgnabl
practicable without this being seriously detriméntathe
interests of shareholders, or if in the opiniorhaf Board of
Directors the issue and, if applicable, redemptmites
cannot fairly be calculated; or

(c) during any breakdown in the means of communication
computation normally employed in determining thie@ior
value of any of the investments of the Fund attgble to
such sub-fund or the current prices or values gnsaock
exchanges or other markets in respect of the assets
attributable to such sub-fund; or

(d) during any period when the Fund is unable to régatr
funds for the purpose of making payments on the
redemption of Shares of such sub-fund or duringctviainy
transfer of funds involved in the realisation ogaisition of
investments or payments due on redemption of Shafres
the Fund cannot, in the opinion of the Board ofebiors,
be effected at normal rates of exchange; or

(e) from the time of publication of a notice conveniag
extraordinary general meeting of Shareholders foe t
purpose of winding up the Fund or any sub-fund¢s),
merging the Fund or any sub-fund(s), or informirg t
Shareholders of the decision of the Board of Doecto
terminate or merge any sub-fund(s); or

4] when for any other reason, the prices of any inmests
owned by the Fund attributable to such sub-funchatbe
promptly or accurately ascertained.

Notice of the beginning and of the end of any ki suspension
shall be given by the Fund to all the Investors &idhreholders
affected, i.e. having made an application for stpson,

redemption, transfer or conversion of Shares foricwhthe
calculation of the NAV has been suspended.

Any application for subscription, redemption or eersion of Shares
is irrevocable except in case of suspension ofctieulation of the
NAYV in the relevant sub-fund, in which case Shalédis may give
notice that they wish to withdraw their applicatidhno such notice
is received by the Fund, such application will lealtl with as at the
first applicable Valuation Day following the end tfe period of
suspension.



6.- MANAGEMENT AND ADMINISTRATION OF THE FUND
A. Board of Directors

The Board of Directors shall have the broadest pswe act in any
circumstances on behalf of the Fund, subject toptheers assigned
by law and the Articles to the general meeting ledr®@holders.

The Board of Directors has been given power to athtar and
manage the Fund and to decide on its objectives @mdthe
investment policy to be pursued by each sub-fund.

The Fund may indemnify any Director against expemsasonably
incurred by him/her in connection with any actisnit or proceeding
to which he/she may be made a party by reasonsdifidri being or
having been a director of the Fund, except in i@ato matters as to
which he/she shall be finally adjudged in such aaxtisuit or
proceeding to be liable of gross negligence or amdact. The
foregoing right of indemnification shall not excliather rights to
which he/she may be entitled.

B. Management

The Board of Directors may delegate the day-to-tapagement of
the Fund to one of its members or to a committempased of
several members of the Board of Directors (suctectir or

committee is herein referred to as the "ManagemenThe

Management shall notably be in charge of the firdnnanagement
of the Fund's portfolio, risk management, reportingshareholders,
relations with third parties such as supervisontharities and

external consultants, the organisation of interaaministrative

procedures and any other regular day-to-day teskielegated by the
Board of Directors.

At the date of this Prospectus, the Board of Doechas delegated
the day-to-day management of the Fund to Kaspar si@len.
Kaspar Wansleben assumes as such a full time qositin
consideration of the services rendered to the FthmlManagement
is entitled to receive a fee of maximum 1.75% of Bub-Fund's
average Net Asset Value per year, except for teyfear, when such
fees might exceed the maximum percentage. This sfesl be
inclusive of the Management's wages, salaries, $esand benefits,
but shall not comprise other organisational andratpey expenses
incurred by the Fund.

C. Investment advisors

The Board of Directors may appoint one or more s$hwvent
advisors, at the Fund's expense, to provide thesolg services:

@) identification, valuation (analysis and due diligep
selection, negotiation and structuring of microfina
investment and disinvestment opportunities.

(i) review, supervision and monitoring of microfinance
investments and management of the Fund's relaijpnsh
with its target investments.

At the date of this Prospectus, the Sub-Fund irgeacppoint Appui
au Développement Autonome a.s.b.l. (ADA) as invesiimadvisor
(the "Investment Advisor").

In consideration of the advisory services rendecethe Sub-Fund,
the investment advisors and mentors are entitleddeive a total fee
of maximum 2% of the Sub-Fund's average Net Asséi&/per year.
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D. Custodian

By an agreement dated 7 October 2009 (the "Custoal Paying
Agent Agreement "), Banque et Caisse d'Epargne 'Héat,l
Luxembourg (hereafter referred to as "BCEE") haanbappointed as
the custodian of the assets of the Fund (the "@ismtt). The
Custodian and the Fund may terminate the appoirtnoénthe
Custodian at any time upon three months' writtelicaoln the event
of termination of the appointment of the Custodidwe, Fund will use
its best endeavours to appoint within two monthsuzh termination,
a new custodian who will assume the responsitsilitied functions of
the Custodian. Pending the appointment of a newodis, the
Custodian shall take all necessary steps to ergnod preservation
of the interests of the Shareholders. After tertimaas aforesaid,
the appointment of the Custodian shall continueedféer for such
period as may be necessary for the transfer afsakbts of the Fund to
the new custodian.

The Custodian shall assume its functions and redpibiies in
accordance with the provisions of the Law.

E. Administrative Agent

By an agreement dated 7 October 2009 (the "Adnnatise,
Domiciliation, Registrar and Transfer Agent Agreerig the Fund
has further appointed EFA as domiciliary, admiwitte, registrar
and transfer agent of the Fund.

As such, EFA is responsible for processing of fiseié (registration),
redemption, transfer and conversion of the Shareb settlement
arrangements thereof, keeping the register of thendB
Shareholders, calculating the Net Asset Value par& maintaining
the records, and other general administrative fanst

The Administrative Agreement is entered into foruamimited term
and may be terminated by either party subject taritien notice of
three months.

F. Distributors

The Board of Directors may designate one or seudisalibutors to
distribute or arrange for the distribution of Stsare

At the date of this Prospectus, the following disttor has been
designated:

Banque et Caisse d'Epargne de I'Etat, Luxembourg
1, Place de Metz
L-2954 Luxembourg

Distributors shall abide by and enforce all themter of this

Prospectus including, where applicable, the terfrang mandatory
provisions of Luxembourg laws and regulations ietatto the

distribution of the Shares. Distributors shall adnde by the terms
of any laws and regulations applicable to themhim ¢ountry where
their activity takes place, including, in partiaylaany relevant
requirements to identify and know their clients.

Any distributor(s) appointed to market and place 8hares of the
Fund have the power to offer directly, or throughy eof their

subsidiaries or group companies, nominee servioesapplicants
purchasing Shares through them to the extent sisthbdtor(s) are
located in a FATF (Financial Action Task Force) @oy and

submitted to anti-money laundering regulations.

Applicants may elect, but are not obliged, to maise of such
nominee service pursuant to which the nominee ldld Shares in
its name for and on behalf of the applicants whalldbe entitled at



any time to claim direct title to the Shares andowmm order to
empower the nominee to vote at any general meetifig
Shareholders, shall provide the nominee with speaf general
voting instructions to that effect. Applicants iatahe ability to
directly invest in the Fund without using a nomiseevice.

G. Auditor

BDO has been appointed as Auditor of the Fund aitidawdit the
Fund's annual financial statements.

H. Conflicts of Interest

The Directors, the Administrative Agent, the Custodand the
investment advisors may from time to time act asvwter, manager,
investment manager, investment adviser(s), regjstansfer agent,
administrator, trustee, custodian, director or iplgagent to, or be
otherwise involved in, other UCIs which have similavestment
objectives to those of the Fund or may otherwisevige

discretionary fund management or ancillary admiat&in or

custodian services to investors with similar inwestt objectives to
those of the Fund. It is, therefore, possible #rat of them may, in
the course of their business, have potential odsfbf interests with
the Fund. Each will at all times have regard inhsewent to its
obligations to the Fund and they will endeavourrésolve such
conflicts fairly.

In the event that any Director has an interesttim@asaction which is
subject to the approval of the Board of Directdinst director must
make such interest known to the Board of Directamsl cause a
record of his/her statement to be included in thautes of the
meeting. In case of an interest conflicting withttof the Fund, this
Director must not deliberate or vote upon any suahsaction.

At the next following general meeting, before arlyen resolution is
put to vote, a special report shall be made on teaysactions in
which any of the Directors may have had an interesflicting with

that of the Fund.

23



7.- FEES AND EXPENSES
A. Custodian and Administrative Fees

The Custodian and Administrative Agents are emtitle receive out
of the assets of the Fund fees calculated in aaooel with normal
banking practice in Luxembourg and payable quartgrh rate based
on the average gross asset value of the Fund bfcperter.

In addition, the Custodian and Administrative Ageate entitled to
be reimbursed by the Fund for their reasonable obpbcket
expenses properly incurred in carrying out thetieduas such and for
the charges of any correspondents.

All the above charges are subject to review frametio time. For its
duties as custodian, the Custodian's fees will blutated by
reference to a percentage of the average grosss &dé on behalf of
the Fund, subject to an annual minimum fee, and bé paid

quarterly in arrears.

B. Other Fees and Expenses

The Fund also pays (a) the charges and expensedvifers and
Auditors, (b) any issue or transfer taxes chargeabl connection
with any securities transactions, (c) all taxes awdporate fees
payable to governments or agencies, (d) allowaandseimbursable
expenses, payable to the Directors, (€) communitakpenses with
respect to investor services and all expenses oétings of

Shareholders and of preparing, printing and digtitity financial and

other reports, proxy forms, prospectuses and sirdideuments, (f)
litigation and indemnification expenses and exulawry expenses
not incurred in the ordinary course of businessthascase may be,
(g) marketing and promotional expenses and (h) ather

organisational and operating expenses, includingngnothers due
diligence expenses.

C. Formation and launching expenses of the Fund
Costs and expenses of establishing the Fund whiooee by ADA.

D. Formation and launching expenses of additional sub-
funds

The costs and expenses incurred in connection thitttreation of a
new sub-fund shall be written off over a period eateeding five
years against the assets of such sub-fund onlyirasdch amounts
each year as determined by the Board of Directargro equitable
basis. The newly created sub-fund shall not beproarata of the
costs and expenses incurred in connection withirthial issue of
Shares, which have not already been written ofhattime of the
creation of the new sub-fund.

24

8.- DIVIDEND POLICY

The primary investment objective of the Fund isithieve long-term
growth. The Fund's operating plan in general dagscontemplate
payment of dividends to Shareholders.



9.- TAXATION

The following information is based on the laws andpractice
currently in force and is subject to changes therei. Prospective
Investors should consult their own professional adsers as to the
implications of buying, holding or disposing of Shees and to the
provisions of the laws of the jurisdiction in whichthey are subject
to tax.

The Fund — Luxembourg

Under current law and practice the Fund is notldéiatp any
Luxembourg income tax, nor are dividends paid leyRhnd liable to
any Luxembourg withholding tax. The Fund is, howeVible in
Luxembourg to a tax at a rate of 0.05% per annuritsafiet assets,
such tax being payable quarterly on the basis eh#t assets of the
Fund at the end of the relevant quarter. ClasseShafres held
exclusively by Institutional Investors are subjert reduced rate of
0.01%. No stamp or other tax will be payable in éobourg on the
issue of the Shares of the Fund except a oncearall ftax of Euro
1,250 which was paid upon incorporation.

Under current law and practice, no Luxembourg ehgiains tax is
payable on the realised or unrealised capital ajgtien of the assets
of the Fund.

Dividends and interest, if any, received by thedrfrom investments
may be liable to withholding taxes in the countr@ncerned at
varying rates, such withholding taxes are usuatyracoverable.

Shareholders — Luxembourg

Shareholders who are not domiciled, resident or dbxaot have a
permanent establishment in Luxembourg for taxapomnposes are
not liable to any corporation, income, transfeitad or other taxes
on holding, sale, purchase or repurchase of Shard® Fund or on
any dividends, distributions or other payments made such
Shareholders. However, capital gains tax will beyabée by
Shareholders who hold more than 10% of the outgtgn8hares in
the Fund and sell all or part of such interest imitsix months after
acquiring such interest. Capital gains tax willoalse payable by
Shareholders who hold more than 10% of the outgtgn8hares in
the Fund in the event that they have been Luxengbmsidents for
more than 15 years and became non-resident lesSthears prior to
realisation of the gain.

EU Savings Directive

On 3 June 2003, the Council of the European Unidopted the
Council Directive 2003/48/EC regarding the taxatioh savings
income (the "Savings Directive"). According to th®avings

Directive, Member States will be required as froruly 2005 at the
earliest to provide to the tax authorities of aeotiMember State
details of payments of interest within the meanaigthe Savings
Directive (interest, premiums or other debt incomeyde by a paying
agent within its jurisdiction to an individual rdsint in that other
Member State (the "Disclosure of Information MethodHowever,

throughout the transitional period, certain Memb@&tates

(Luxembourg, Belgium and Austria), as well as darteon Member
States, which have signed an agreement with Mengtetes
(Switzerland, Liechtenstein, San Marino, Monaco &mdiorra) for

applying similar measures to the ones included ha Savings
Directive, will withhold an amount on interest pagmbs instead of
using the Disclosure of Information Method, excejt the

beneficiaries of the interest payments opt for fisclosure of
Information Method. The rate of such withholding taould equal
20% from 1 July 2008 until 30 June 2011, this kming increased to
35% from 1 July 2011. Such transitional period witld if and when
the European Community enters into agreements chaege of
information upon request with several jurisdictio(®witzerland,
Liechtenstein, San Marino, Monaco and Andorra) avtten the
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Council of the European Union agrees that the Wnistates is
committed to use the Disclosure of Information MethThe Savings
Directive has been transposed into Luxembourg dbeiesv by the
law dated 21 June 2005 which entered into forcel ojuly 2005.
Because of the Fund's structure, it is presentlpeeted that
dividends distributed by a sub-fund, if any, anditd gains realised
by Shareholders on the disposal of Shares in dwubwill not be
subject to reporting or withholding.



10.- GENERAL INFORMATION
A Reports

The financial year of the Fund ends on 31 Marcedoh year and for
the first time on 31 March 2011.

Audited financial statements of the Fund made u@toMarch in

each year will be prepared in Euro (for the fiigtg on 31 March
2011) and are made available at the Fund's regsteffice to

Shareholders within four months after 31 Marchaxteyear. Copies
of the latest annual report will be sent to Shalddrs free of charge
on request.

In addition, unaudited semi-annual reports are alade available at
the registered office of the Fund within two monthfter 30
September of each year.

A first unaudited semi-annual report will be esistidd as at
31 March 2010.

B. Meetings of Shareholders

The annual general meeting of Shareholders of timg Rvill be held
at the registered office of the Fund in Luxembowry the first
Thursday in the month of July each year at 4:00. fLmxembourg
time). The first annual general meeting will bechiel 7 July 2011.

Notices of all general meetings, setting forth thgenda and
specifying the time and place of the meeting arel dbnditions of
admission thereto and referring to quorum and nitgjoequirements,
will be sent by registered post to Shareholderkeegtt 8 days prior to
the meeting, to their addresses in the regist&hafeholders.

In addition, and, to the extent required by lawgrsmotices will be
published in the Mémorial and in one Luxembourg sgaper as
determined by the Board of Directors and, as tise caay be, in such
other newspapers as the Board of Directors shtgtehne.

The Articles make provision for meetings of Shatdbrs. Every
Shareholder present in person or by proxy has d@ngesnumber of
votes as the number of Shares in the propertyeoFtind represented
by the Shares of which he/shel/it is the Shareho\dating in respect
of fractions of Shares is not permitted.

C. Amendments to the Articles

Proceedings of any extraordinary general meetiriteccaupon to

resolve on amendments to the Articles shall novde unless at
least one half of the capital is represented aedatienda indicates
the proposed amendments to the Articles and, wagpdicable, the
text of those which concern the objects or the fofrthe Fund. If the
first of these conditions is not satisfied, a secomeeting may be
convened, in the manner prescribed by the Artichkgs,means of
notices published on two occasions in the Mémogiadl in two

Luxembourg newspapers, at an interval of at leétsteh days and
fifteen days before the meeting. The conveningceathall reproduce
the agenda, indicating the date and results ofptkgious meeting.
The proceedings of the second meeting shall bel vatjardless of
the proportion of the capital represented. At batieetings,

resolutions shall be validly passed if they arespesby two-thirds of
the votes cast.

D. Liquidation of the Fund

The Fund may at any time be dissolved by a reswiudf the general
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meeting of Shareholders subject to the quorum arajonty
requirements applicable for amendments to the l&gic

Whenever the share capital falls below two-thirdghe minimum
capital of EUR 1,250,000.-, the question of thesdligtion of the
Fund shall be referred to a general meeting of @tadders by the
Board of Directors. The general meeting, for whichquorum shall
be required, shall decide the dissolution by simplgority of the
Shares represented at the meeting.

The question of the dissolution of the Fund shial &e referred to a
general meeting of Shareholders whenever the stapéal falls

below one-fourth of the minimum capital of EUR 102%0.-; in

such event, the general meeting shall be held witlamy quorum
requirement and the dissolution may be decided bgreéholders
holding one-fourth of the Shares represented atibeting.

The meeting must be convened so that it is heldimvia period of
forty days as from ascertainment that the shardtatapas fallen
below two-thirds or one-fourth of the legal minimuas the case may
be.

Liquidation shall be carried out by one or sevéiglidators, who
may be physical persons or legal entities and doneed to be
Shareholders; the general meeting of Shareholtiatsappoint them
and determine their powers and their compensation.

The net proceeds of liquidation corresponding tche@lass in each
sub-fund shall be distributed by the liquidatorstib@ holders of
Shares of the relevant Class in the relevant sod-fm proportion to
their holding of such Shares in such Class.

Should the Fund be voluntarily or compulsorily lidgted, its

liquidation will be carried out in accordance witie provisions of
Law, which specifies the steps to be taken to en8blareholders to
participate in the distribution(s) of the liquidati proceeds and
provide for a deposit in escrow at tBaisse de Consignatioat the

time of the close of liquidation. Amounts not claednfrom escrow
within the statute of limitation period shall babie to be forfeited in
accordance with the provisions of Luxembourg law.

E. Liguidation or Amalgamation of Sub-Funds

If the net assets of any sub-fund or Class falblwebr do not reach
an amount determined by the Board of Directorsedhe minimum
level for such sub-fund or such Class to be opérate an
economically efficient manner or if a change in #@nomic or
political situation relating to the sub-fund or 8&3aconcerned justifies
it, the Board of Directors has the discretionaryvep to liquidate
such sub-fund or Class by compulsory redemptioBtadres of such
sub-fund or Class at the Net Asset Value per Sbalailated as at
the Valuation Day at which such a decision shatiobee effect. The
decision to liquidate will be published by the Fupdor to the
effective date of the liquidation and the publioatiwill indicate the
reasons for, and the procedures of, the liquidatipgrations. Unless
the Board of Directors decides otherwise in theriggt of, or in order
to keep equal treatment between, the ShareholthersShareholders
of the sub-fund or Class concerned may continuerequest
redemption or conversion of their Shares free afemeption or
conversion charge (but taking into account actealisation prices of
investments and realisation expenses).

Notwithstanding the powers conferred to the Bodrdioectors by
the preceding paragraph, a general meeting of Bblaers of any
sub-fund or Class may, upon proposal from the BadirDirectors,
redeem all the Shares of such sub-fund or Classrefudd to the
Shareholders the Net Asset Value of their Shaedsn@ into account
actual realisation prices of investments and ra@dia expenses)



calculated as of the Valuation Day at which suctigien shall take
effect. There shall be no quorum requirements fathsa general
meeting of Shareholders at which resolutions shalladopted by
simple majority of the votes cast.

Assets which could not be distributed to their fiersies upon the
conclusion of the liquidation of a sub-fund or Glasll be deposited
with theCaisse de Consignatiam behalf of such beneficiaries.

Upon the circumstances provided for under the fissagraph of this
section, the Board of Directors may decide to alleche assets of
any sub-fund or Class to those of another exising-fund or Class
within the Fund or to another UCI, or to anotheb-fund or Class

within such other UCI (the "new sub-fund/class"{lda re-designate
the Shares of the sub-fund concerned as Shareseohew sub-

fund/class (following a split or consolidation, riecessary and the
payment of the amount corresponding to any fraetientitlement to

Shareholders). Such decision will be notified te tBhareholders
concerned (and, in addition, the notification vefintain information

in relation to the new sub-fund/class), one morgfote the date on
which the amalgamation becomes effective in orderehable

Shareholders to request redemption or conversioth@f Shares,

free of charge, during such period.

Notwithstanding the powers conferred to the Bodrdioectors by
the preceding paragraph, a contribution of thetassed liabilities
attributable to any sub-fund or Class to anothérfsmd or Class of
the Fund or of another UCI may be decided upon bgeaeral
meeting of the Shareholders of the contributing-fural or class for
which there shall be no quorum requirements anahvkhall decide
upon such an amalgamation by resolution adoptesirbgle majority
of the votes cast, except when such amalgamatiortoisbe
implemented with a Luxembourg UCI of the contrattype (‘fonds
commun de placeméptor a foreign based UCI, in which case
resolutions shall be binding only on the Sharehsldef the
contributing sub-fund who have voted in favour oficls
amalgamation.

F. Historic Performance

The historic performance of each sub-fund of thed~will be
published each year in the annual report of thelFun

G. Documentation

A copy of the Articles and the latest financial s may be
obtained without cost on request from the Fund. i€omf the
material agreements mentioned in this Prospectusbranspected
during usual business hours on any Business Ddleategistered
office of the Fund.
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APPENDIX
SPECIAL INVESTMENT AND HEDGING TECHNIQUES
AND INSTRUMENTS

1. Techniques and Instruments related to Transferable
Securities

For the purpose of hedging, efficient portfolio ragament, duration
management or other risk management of the patfelie Fund
may, in each sub-fund, use the following technicared instruments
relating to transferable securities:

(A) Transactions relating to Options on Transferable
Securities

An option is the right to buy or sell a particuteset at a stated price

at some date in the future within a particular @ériThe Fund may
buy and sell call or put options on transferableusées provided

that these options are traded on options exchangesver-the-

counter with broker-dealers who make markets irs¢heptions and
who are first class financial institutions that cpéze in these types
of transactions and are participants in the overetbunter markets.

The Fund shall further comply with the followindes:

0] The total amount of premiums paid for the purchake
call and put options which are considered heregttoay
with the total amount of premiums paid for the fase
of call and put options described under (B) b) belmay

not, in respect of each Sub-Fund, exceed 15 % &f th

NAV of such Sub-Fund.

(ii) The total commitment arising from (a) the saleaf and
put options (excluding the sale of call options ¥drich
there is adequate cover) and (b) transactionsdgrgses
other than hedging as referred to under (B) belmay
not exceed, in respect of each Sub-Fund, at any tiva

NAV of such Sub-Fund. In this context, the commitine
on call and put options sold is equal to the agapeg

amount of the exercise prices of those options.

(iii) When selling call options, the Fund must hold eitite

underlying transferable securities, or matchingl cal
options or any other instruments (such as warrants)

providing sufficient cover. The cover for call apis sold
may not be disposed of as long as the options erisss

they are covered in turn by matching options oreoth

instruments used for the same purpose.

Notwithstanding the foregoing, the Fund may sell

uncovered call options if the Fund is, at all timaksle to
cover the positions taken on such sale and if ¥eecese
prices of such options do not exceed 25% of the NAV
the relevant Sub-Fund.

(iv) (When selling put options, the Fund must be covered

during the full duration of the options by suffistecash
to pay for the transferable securities deliveratolethe
Fund by the counterparty on the exercise of thppt

(B) Transactions relating to Futures and Option Contrads
relating to Financial Instruments

Dealing in financial futures is the trading in cauts related to the
future value of transferable securities or otheaficial instruments.
Except as regards interest rate swaps on a mugmekment basis
and options which may be traded as provided foreungh)

hereabove, all transactions in financial futuresyrba made on a

regulated market only.
Subject to the following conditions, such transatsi may be made
for hedging purposes and for other purposes.

a) Hedging
Hedging is designated to protect a known futureroément.

0] As a global hedge against the risk of unfavouraiek
market movements, the Fund may sell futures onkstoc
market indices or other financial instruments odigas.
For the same purpose, the Fund may sell call optorbuy
put options on stock market indices. The objectif/éhese
hedging operations assumes that a sufficient cdioel
exists between the composition of the index usetl the
Fund's corresponding portfolios.

(i) As a global hedge against interest rate fluctuatiche
Fund may sell interest rate futures contracts.tRersame
purpose, it can also sell call options or buy potiams on
interest rates or make interest rate swaps on aiahut
agreement basis with first class financial insiitus
specializing in this type of transaction.

The total commitment relating to futures and option
contracts on stock market indices may not exceeddtal
valuation of securities held by the relevant Subé-in the
market corresponding to each index. In the same tiey
total commitment on interest rate futures contragfgion
contracts on interest rates and interest rate swagysnot
exceed the total valuation of the assets and fti@silto be
hedged held by the relevant Sub-Fund in the cuyrenc
corresponding to these contracts.

b) Trading

Trading is based on the forecasting of future mamsiin
financial markets. In this context and apart froptian
contracts on transferable securities (See (A) abewel
contracts relating to currencies (See 2. belowg, Fund
may, for a purpose other than hedging, buy andfiseltes
contracts and options contracts on any type ofnfife
instrument provided that the total commitment agsbn
these purchase and sale transactions togetherthvettotal
commitment arising on the sale of call and putapion
transferable securities, in respect of each Suldfahno
time exceeds the NAV of such Sub-Fund.

Sales of call options on transferable securitiesmaoich the Fund has
sufficient cover are not included in the calculatiof the total
commitment referred to above.

In this context, the commitment arising on transast which do not
relate to options on transferable securities igédfas follows:

- the commitment arising on futures contracts is etuthe
liquidation value of the net position of contraotating to
identical financial instruments (after netting beém
purchase and sale positions), without taking intooant
the respective maturities and

- the commitment relating to options bought and sald
equal to the sum of the exercise prices of thoseomp
representing the net sold position in respect ef same
underlying asset, without taking into account tbgpective
maturities.

The total of the premiums paid to acquire call gnd options as



described above, together with the total of themuens paid to
acquire call and put options on transferable stearias described
under (A) above may not, in respect of each SuldFerceed 15 %
of the NAV of such Sub-Fund.

2. Currency Hedging

In order to protect its present and future assetsliabilities against
the fluctuation of currencies, the Fund may ent& transactions the
object of which is the purchase or the sale of oo foreign
exchange contracts, the purchase or the sale bbptibns or put
options in respect of currencies, the purchasb@séle of currencies
forward or the exchange of currencies on a mutgetement basis
provided that these transactions be made eithexomanges or over-
the-counter with first class financial institutioggecializing in these
types of transactions and being participants ofdber-the-counter
markets.

The objective of the transactions referred to abpresupposes the
existence of a direct relationship between the emptated

transaction and the assets or liabilities to beghddand implies that,
in principle, transactions in a given currency [liging a currency
bearing a substantial relation to the value of réference currency
(i.e. currency of denomination) of the relevant-uhd - known as
"Cross Hedging") may not exceed the total valuatbrsuch assets
and liabilities nor may they, as regards their dama exceed the
period where such assets are held or anticipatbeé tcquired or for
which such liabilities are incurred or anticipatede incurred.
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