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FINANCIAL HIGHLIGHTS

31 December 2008 £ Shares € Shares US$ Shares
Total Net Assets £72,090,872 €17,778,016 US$2,345,098
Published Net Asset Value per Share £0.9115 €1.1282 US$1.5814
Mid-Market Share Price £0.5988 €0.5925 US$0.9100
Discount to Net Asset Value (34.31)% (47.48)% (42.46)%
31 December 2007 £ Shares € Shares US$ Shares
Total Net Assets £103,239,520 €39,529,835 US$10,507,561
Published Net Asset Value per Share £1.1233 €1.5952 US$1.9845
Mid-Market Share Price £1.0887 €1.5175 US$1.9400
Discount to Net Asset Value (3.08)% (4.87)% (2.24)%
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CHAIRMAN'S STATEMENT

| am pleased to present
Shareholders with the Annual
Report and Accounts of Dexion
Alpha Strategies Limited for the
year ended 31 December 2008.

The Company experienced a challenging year as the volatility
in global financial markets had a negative impact on both the
Company’s net asset value (“NAV”) and its share price, the
discount to NAV widening as equity markets fell steeply with
investors chasing liquidity. In view of these circumstances,
the Company instigated a range of responses designed to
reduce the discount, including share buybacks. These
actions, combined with improved discrimination in the
markets, have led to the discount narrowing in the first
quarter of 2009.

Over 2008 the published NAV of the Company’s £ shares fell
by 18.86%. The annualised NAV return from inception to
31 December 2008 has been -2.60% with annualised
volatility of 9.12%. The Board understands that in the
extremely turbulent conditions of 2008 the Investment
Adviser has remained consistent to its investment style
focused on security selection as opposed to the direction of
the market.

The market price of the Company’s £ shares fell by 45.00%
over the period as negative net asset performance, together
with significant stock market volatility and investors’ rush to
find liquidity led to considerable discount levels towards the
end of the year. However, since the beginning of the year
there has been a settling of market volatility and the
published NAV has begun to improve, with 0.42% year to
date as at end of February 2009, and average discounts have
begun to narrow.

Throughout a difficult year the Board has remained focused
on addressing the best interests of investors with a
comprehensive programme of corporate actions aimed at
actively managing the discount. The Board has taken steps
through treasury powers and share buybacks to support the
liquidity of the stock. These powers enable shares to be held
in treasury which can be reissued at or above NAV or
otherwise cancelled. In addition the Company has responded

to investor concerns with an increased level of
communication including an investor conference, regular
audio conference calls with the Investment Adviser, a new
extensive monthly report providing a significant increase in
the level of transparency and several written pieces
providing explanations regarding details of the corporate
actions.

In November 2008 the Board announced that foreign
exchange losses arising from the Company’s currency
hedging arrangements, implemented to reduce the impact of
fluctuations in currency exchange rates on the Company’s
Sterling and Euro ordinary shares, had resulted in significant
utilisation of its credit facility. This led the Board to determine
that it was appropriate temporarily to suspend the operation
of its currency hedging arrangements. The move was taken
to minimise the risk that the Company exceeded its credit
limits should there be a further significant appreciation in the
value of the US Dollar. In late December 2008 the Board
announced that the Company had sufficient available
liquidity to reinstate its currency hedging arrangements in
full through the use of monthly rolling forward foreign
exchange contracts.

The Company’s Articles of Association incorporate discount
management provisions requiring a continuation vote (of the
relevant class of Ordinary Shares) to be proposed by way of
ordinary resolution if, in any rolling 12 month period (with
effect from 1 January 2008), the Ordinary Shares of a
particular class have traded, on average, at a discount equal
to or in excess of 5% of the average Net Asset Value per
Share of that class by reference to the weekly NAV estimates
released in that period and the closing mid-market Share
prices 5 business days after each such estimate is released.
If a Continuation Resolution of a class is not passed the
Directors will be required to formulate Redemption Proposals
to be put to that class within 2 months of such failure, either
offering to redeem Shares of that class at an amount which
each Share of that class would have received on a return of
capital on a NAV Calculation Date determined by the
Directors in accordance with the Articles (less the costs of
redemption including the costs of realising investments) or
alternative proposals which the Board (in its absolute
discretion) determines have a substantially equivalent
economic effect.
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Over the 12 month period ended 22 January 2009, the £
Shares, € Shares and US$ Shares traded, on average, at a
discount to their respective NAVs of 11.54%, 12.79% and
12.57% respectively.

Accordingly, the Board was required under the Articles to
propose Continuation Resolutions in respect of all three
classes of Shares within 4 months of the discount floor
provision being triggered and on 31 March 2009 the Board
issued a shareholder circular convening currency class
meetings to consider Continuation Resolutions.

Further detail about the resolutions and potential outcomes
are stated in the Directors’ Report.

Despite anticipating that 2009 would be a challenging year
for the financial markets, the Board remains confident that in
the Investment Adviser’s bottom-up manager selection skills
will continue to add significant value.

| look forward to welcoming Shareholders to the Annual
General Meeting of the Company at 1.00 pm on 16 June
2009, which will be held at the Company’s registered office
at 1 Le Truchot, St Peter Port, Guernsey. Notice of that
meeting is set out towards the end of this document.

Stephen Jones
Chairman
20 April 2009
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MANAGER’S REPORT

The published net asset values of
the Company’s £ Shares, € Shares
and US$ Shares decreased by
18.86%, 29.28% and 20.31%,
respectively, net of fees and
expenses, during 2008. The wide
disparity between the performances
of the different share classes arose
from the period, in November and
December, during which the non-
US$ shares were not currency
hedged.

While the majority of strategies posted losses in what was a
challenging year, the allocation to European loans proved
particularly damaging, accounting for approximately 40% of
the losses observed during 2008. Other strategies that
underperformed significantly were healthcare opportunities,
environmental strategies and emerging markets. However,
the other strategies did reasonably well in preserving capital,
thanks to their long volatility exposure, having established
spread trades, and their active shorting in cyclical and
structurally weak companies. The addition to the Company’s
portfolio of short-term managed futures in July 2008
contributed positively over the second half of the year,
helping to limit losses. This strategy benefits from market
volatility and performed strongly during the ongoing market
turbulence.

The following provides the Investment Adviser’s overview of
the Company’s investment performance in US dollar terms
by hedge fund strategy from 1 January 2008 to 31
December 2008 (performance is shown net of underlying
managers’ fees and expenses only):

Asian Opportunities

The strategy posted a loss of 14.47%. While this number is
disappointing, it should be put in the context of a 43.2%
decline in Asian equities as represented by the MSCI Asia
Pacific Index. The Company’s long/short managers struggled
in this environment, with losses accruing from long positions

and also from shorts in cyclical names which rallied strongly
at various points during the year. In terms of sectors, longs
in real estate holdings proved particularly damaging, while
shorts in shipping names generated strong returns. At the
beginning of 2008, the Investment Adviser added a
dedicated volatility arbitrage trader to the portfolio, designed
to diversify the equity exposure, and they continued to add
non-equity exposures during the year. This helped the
strategy as managers generated profits from a mixture of
long volatility trades, spread trades in volatility and fixed
income markets, and short credit positions expressed via
company and country CDS.

Healthcare Opportunities

A loss of 27.65% was recorded in 2008 for this strategy.
Given the complexity of the healthcare sector, the managers
in this space employ fundamental, bottom up strategies
which, nonetheless, failed to add alpha over the year. Based
on both valuation and earnings momentum, the managers
felt that the best opportunities were on the long side during
2008. Unfortunately, despite the fundamental view being
correct in as much as healthcare companies delivered
positive earnings, the sector was not immune to the general
wave of de-leveraging, and falling share prices inflicted
losses on managers’ long positions. Given the fact that the
sector exhibited its defensive qualities through positive
earnings, there must be some sympathy afforded to the
managers. Having said this, the Investment Adviser is of the
view that value investing was not suited to the environment
at the end of 2008, and they therefore took the decision to
reduce the strategy weighting on entering 2009.

Special Situations

The special situations strategy held up relatively well given
the dramatic widening of merger and credit spreads, posting
a loss of 5.84%. The M&A market was quiet in the first half
of the year; however, activity picked up in the autumn,
helped by the rescue takeovers in the financial sector. The
Investment Adviser reduced directionally-orientated equity
and credit managers during the first half of the year, and
concentrated exposure in those managers showing good
alpha generation on the short side and used derivatives in
order to benefit from market volatility. This policy served the
strategy well in the second half of 2008, as volatility spiked
to record levels amid dramatic falls in equity and credit
markets. There were two managers in the Company’s
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portfolio remaining in the distressed space, both with limited
directional credit exposure. While one of these managers did
reasonably well in preserving capital, the other suffered due
to the basis spread between its hedges and some of its long
positions.

Energy & Emissions

The strategy returned -1.05% in 2008. The year saw oil
prices halve and natural gas fall by a quarter, and while the
Investment Adviser was a little disappointed by the negative
return, they were pleased to see the strategy preserve
capital in an environment of extreme price weakness. The
peak-to-trough decline in the crude oil price was 73% over
the second half of the year, and although losses were
realised from associated falls in energy stocks, the bearish
trend was beneficial for some of the managers. One
manager was heavily short distillate fuels, which tumbled in
price as demand from airlines and transportation companies
fell sharply. Shorts in tanker companies also performed well,
as did volatility trades across the term structure, which
benefited from the large fluctuations in volatility pricing
across the energy complex.

Commodities

A'loss of 0.46% was registered over the year as the broadly
diversified managers generally outperformed the more
specialist funds. As with energies, commodity prices fell
heavily in 2008 (for example, the Reuters CRB Index fell
36%), and the best performing managers were those that
established aggressive short positions in the second half of
the year. Shorts in base metals were particularly profitable as
falling Chinese manufacturing demand sparked dramatic
sell-offs in copper, aluminium and zinc. Entering 2008, the
agriculturals and softs exposure was increased and
managers employing long volatility and spread trading
strategies in these segments benefited from higher volatility
and spread dislocations. Losses were mainly experienced in
equity orientated managers, as commodity stocks tumbled.
Additional losses came from those managers that were slow
to cut their long bias in softs and grains; despite relatively
strong fundamentals, these markets also succumbed to
selling by investors.

Environmental Strategies
The strategy endured a very difficult year, posting a loss of
31.93%. While the carbon exposure performed well, it was

nowhere near sufficient to offset heavy losses from equity
oriented strategies. The environmental space is a niche,
growing area, where most companies fall into the small and
mid-cap part of the spectrum, and consequently this is
where most of the Company’s equity exposure is. Amid a
general flight to quality, investors sold small and mid-cap
environmental companies irrespective of their fundamental
story, and their long bias hurt performance. The Investment
Adviser has diversified the equity exposure coming into
2009, and redeemed one of the more long-biased managers
from the portfolio.

Emerging Markets

The strategy finished the year with a performance of
-18.99%. Equity exposure was reduced in the first half of
2008, and this helped the strategy hold up well, until
September. The collapse of Lehman in mid-September,
coupled with a rapid deterioration in economic
fundamentals, sparked a flight to quality which saw
emerging markets assets sold as investors withdrew capital
from developing markets. In this momentum driven
environment, the Company’s managers struggled, with long
fixed income holdings proving particularly costly as prices
and liquidity fell dramatically. Losses were limited thanks to
spread trading strategies, with the short side often in Eastern
Europe and the Baltics. Short positions in Asian currencies
during the autumn also performed well; however, they were
not sufficient to offset the heavy losses in emerging markets
fixed income and the small equity exposure held in the
Company’s portfolio.

Short-term Managed Futures

The strategy posted a strong gain of 19.34% since its
addition to the portfolio in July 2008. The managers in this
strategy employ predominantly quantitative strategies,
combining mean-reversion, breakout and short-term
momentum models to create highly contrarian risk profiles
which benefit from realised volatility. The style’s appeal is its
low correlation to other strategies in the portfolio and to
equities overall. Profits were driven by long exposure to the
strengthening US dollar and short commodity positions, as
prices dropped heavily in that asset class. Equity shorts also
performed very well, as share prices tumbled during the final
6 months of 2008. The investment advisor remains bullish
on volatility as a source of alpha and will be increasing the
weight of this strategy in 2009.
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MANAGER’S REPORT CONTINUED

European Loans

This was the worst performing strategy in the portfolio, with
a loss of 71.01% for the year. European loans came under
severe selling pressure amid a severe supply/demand
imbalance, with banks and credit managers de-leveraging in
an environment devoid of buyers. The credit quality of the
portfolio remains strong and the relevant Investment
Manager has not experienced a default on managed assets
since their inception in 2000. In hindsight, the Investment
Adviser admits it was a poor decision to include the strategy
within the Company’s portfolio, and furthermore to add to the
position in the summer of 2008 with loan prices in the low
80s. Average loan prices are now in the low 50s and while
the Investment Adviser feels that this investment offers
excellent value, they recognise that renewed mark-to-
market pressure is a near-term risk.

Outlook

With a view to the future, the Investment Adviser has
continued to reduce equity and credit-related exposures
heading into 2009. They feel that that the contraction in
demand for and supply of credit is a structural development
that makes further market volatility a distinct possibility.
While the Investment Adviser recognises that some
instruments and geographies offer good value, they are
focusing on increasing liquidity in the portfolio, in order to
give themselves maximum flexibility to take advantage of
opportunities which will present themselves in 2009.

Turning to the individual strategies, the Investment Adviser
will maintain significant volatility and non-equity exposure
within the Asian Opportunities strategy. They believe that the
export dependency of the region will lead to a further
slowdown in economic growth and that market oscillations
will provide good opportunities for the multi-strategy
managers. Each of the long/short equity managers in this
part of the Company’s portfolio maintains consistently high
short exposure and has shown the ability to add value on the
short side. The Investment Adviser is reducing exposure to
Healthcare Opportunities; as discussed above, the managers
perceive the value available to be on the long side, and this
means they are consistently long-biased. The Investment
Adviser feels that this type of value investing is not suited to
the current environment.

Strategy Allocation as at 1 January 2009
European Loan Opportunites — Special Situations
18% (7)

6% (1) —
Short-Term Asian
lé/lua%ﬂfgsed — Opportunities
__ 0,

0% (3 26% (6)
Envwronmental Healthcare
Strategies ——
6% (8 g Opportumnes
Energy and 8% (4)
Emissions
12% (10)

Emer ing Markets
Commodny l\%acgro 7% (4)

Strategies 8% (12)

Numbers in brackets indicate number of managers.
Source: RMF

£ Share Published Net Asset Value
Performance

100

Total Return (Base 10

60
MavOG Junﬂﬁ SepOB DecOG Mar07 JunD7 %uﬂ? Decﬂ7 Mar08 JunOB SepOS DecOS

= Dexion Alpha Strategies NAV (£) === MSCI World Index Gross (TR) (US$)
= HFRI Fund of Funds Index (US$) JPM Global Government Bond Index (TR) (US$)

Note: Based on weekly data for Dexion Alpha, MSCI World Index Gross (TR) and

JPM Global Government Bond Index (TR) and monthly data for HFRI FOF Index (weekly
data not available). Dexion Alpha’s £ Share NAV is expressed in £ whilst the comparative
indices are expressed in US$. Except for a short period between November and December
2008, Dexion Alpha’s £ Share NAV has been hedged from US$ to £ using currency
forwards; these hedging arrangements had a positive effect on the £ NAV performance
when £ interest rates were higher than US$ interest rates and vice versa. Dexion Alpha’s
£ Share NAV was not hedged in this way between 12 and 23 December 2008, and in that
period currency exposure had an overall impact of approximately +0.44%.

Source: Bloomberg (data)
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Note: Based on weekly data. Source: Bloomberg (data)
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Performance by strategy for 2008

-14.47% Asian Opportunities | AN RN
-27.65% Heathcare Opportunities [ NN
-5.84% Special Situations [N
-18.99% Emerging Markets Macro [
-0.46% Commodity Strategies
-1.05% Energy and Emissions

-31.93% Environmental Strategies [ Short-Term Managed
19.34% Futures
EARUR/N Furopean Loan Opportunities €
r T T T T T 1
-90% -70% -50% -30% -10% 10% 30%

Note: Strategy returns are in US$ (except where annotated) and net of underlying manager fees only, and not inclusive of Dexion Alpha Strategies’ fees and expenses.

Source: RMF

Monthly £ Share Published NAV Performance since inception to 31 December 2008

6%
£ 4%
o
£
alln 1.n_ll f ]
D
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O
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-6%
-8%
-10% T T 1
Apr 06 Dec 06 Dec 07 Dec 08
Source: Bloomberg (data)
Monthly Published NAV Performance since inception
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD
£ 2006 1.47% -253% -095% -057% -0.89% -0.35% 1.74% 2.48% 1.84% 2.14%
2007  0.50% 1.42% 0.70% 143% 1.79%  0.97% 1.35%  -210% 241%  3.14% -1.16% 0.99% 11.94%
2008 -454% -027% -2.29% 217% 158%  0.02% -1.69%  -064% -462% -817% -531% 3.73% -18.86%
€ 2006 1.32% -272% -1.09%  -0.71%  -1.05% -0.52%  1.62% 2.33% 1.82%  0.90%
2007  0.42% 1.29%  0.56% 1.34% 1.68% 1.19% 1.65%  -2.22% 218%  3.23% -1.35% 0.88% 11.27%
2008 -451% -0.26% -2.22% 197% 1.39% -0.08% -216% -0.63% -511% -8.69% -425% -8.85% -29.28%
US$ 2006 155% -244% -0.86% -0.49%  -0.81% -0.32% 1.79% 2.59% 183% 2.75%
2007  0.53% 1.42% 0.71% 148% 1.75%  0.97% 1.42%  -215% 239%  3.55% -1.31% 0.96% 12.21%
2008 -4.66% -0.45% -2.61% 189% 1.30% -023% -227% -0.73% -539% -6.57% -3.06% 0.69% -20.31%

Source: Bloomberg (data)



DEXION ALPHA STRATEGIES LIMITED 2008 REPORT & ACCOUNTS

MANAGER’S REPORT CONTINUED

Outlook continued

Within commodities, the Investment Adviser has rotated some of the exposure from non-energy into energy-related strategies.
The commodity complex still offers excellent opportunities for generating alpha as a result of informational inefficiencies, and
it is encouraging to note the reduced competition for this alpha arising from the decline in banks’ proprietary trading
operations in these markets. The Investment Adviser remains positive on the environmental strategy and is pleased to observe
additional carbon-related strategies becoming viable; this offers the possibility of a reduction in the equity exposure for this
strategy. Further to this, it has been pleasing to hear policy announcements from the US administration committing significant
resources to the development of renewable energy sources.

Within Special Situations, the Investment Adviser remains overweight those managers utilising volatility and credit shorts as
alpha sources, and underweight distressed, an area they will probably look to increase at some time later in 2009. In Emerging
Markets, the Company’s portfolio remains cautiously positioned; while the managers have little directional exposure and are
focusing on relative value fixed income and currency trades, the Investment Adviser feels that the risk of another bout of de-
leveraging (with Eastern Europe being a possible trigger) could result in a difficult trading environment if forced selling disrupts
fundamental spread relationships.

Looking finally at Short-term Managed Futures, the Investment Adviser remains bullish on this strategy, as its ability to deliver
uncorrelated profits in higher volatility environments offers excellent portfolio diversification and performance potential. The
strategy is also very liquid and allows the swift adjustment of the Company’s exposures should opportunities emerge in other
strategies.

Analysis of significant investments
The ten largest holdings of the Company as at 31 December 2008 are set out below:

% of
Book Market % of issued
cost value Company’s share
Name of Investment Strategy (£) (£) net assets capital®
RMF Commodity Strategies Limited Commodity Strategies 8,141,794 11,503,687 12.67 0.85
RMF Environmental Opportunities Fund
Limited Environmental Strategies 7,092,544 7,026,364 7.74 14.94
Artradis Barracuda Non-US Feeder Fund Asian Opportunities 3,865,187 6,540,736 7.21 0.53
Paulson Advantage Plus Limited Special Situations 1,451,135 6,240,453 6.87 0.10
Pemba European Loan Opportunities
(EUR) European Loan Opportunities 14,204,432 5,782,429 6.37 20.65
Brevan Howard Asia Fund Limited Asian Opportunities 3,767,318 5,683,071 6.26 0.43
Tryphon Capital Healthcare Opportunities 3,710,998 5,018,376 5.53 8.97
Penta Asia MAC 91 Limited Asian Opportunities 3,954,544 4,807,225 5.30 0.91
Tiger Asia Overseas Fund Asian Opportunities 2,710,132 4,245,363 4.68 0.21
Arnott Opportunities Fund Asian Opportunities 3,072,898 4,237,879 4.67 1.52

51,970,982 61,085,583 67.30

(1) Percentages of issued share capital in investments are based on estimates of fund capital provided by underlying manager as of 31 December 2008.

(2) The equivalent analysis for the Company as at 31 December 2007 showed that the ten largest holdings of the Company represented 54.57% of net assets.

Whilst at present it is generally considered best practice to disclose the full portfolio of an investment company, the composition of the Company’s investment portfolio is the subject of
confidentiality provisions with the Investment Adviser. The Board believes that such disclosure could be disadvantageous to the Company and its shareholders, for instance by increasing
competition for the limited investment capacity in underlying hedge funds and hedge fund strategies. Accordingly, in common with several other funds of hedge funds, the Company intends
to disclose only its ten largest investments.

Dexion Capital (Guernsey) Limited
April 2009
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BOARD MEMBERS

The Directors of the Company are listed below and have
been members of the Board since inception in March 2006:

Stephen Jones, (57), Chairman, retired as the Island
Director of Barclays Bank PLC in Guernsey in September
2002. He has worked in the finance sector in Guernsey for
over 30 years and was previously Managing Director of
Woolwich Guernsey Limited and Senior Executive Director of
Rea Brothers (Guernsey) Limited. He is a past Chairman of
the Guernsey International Business Association, the
Association of Guernsey Banks and of Guernsey Finance (the
promotional agency for the finance sector jointly owned by
industry and government). Mr Jones holds a number of non-
executive directorships in a variety of businesses and is
currently Chairman of a number of companies including a
bank, certain funds and an insurance management
company. He is also Chairman of several captive insurance
companies. Mr Jones has worked closely with the States of
Guernsey over the last ten years and is a past non-political
member of the Board of Industry. He was the first Secretary
to the Finance Sector Policy Advisory Group and has been a
member of the Parole Review Committee, the Employment
and Discrimination Tribunal, the Guernsey Financial Services
Tribunal and Vice-Chairman of the Guernsey Branch of the
Institute of Directors. Mr Jones is a resident of Guernsey and
was appointed as a Jurat of the Royal Court of Guernsey in
2008.

Robin Bowie, (47), was educated at Vanderbilt University,
Tennessee. He began his City career as a bond trader at
Citibank in 1984, after which he worked at Goldman Sachs
as a credit trader. In 1989, at BZW he developed their ECU
and European Government Bond trading operations and in
1995 moved to HSBC where he was in charge of European
Government Bond trading. In 1998 he became Treasurer of
KBC Bank in London with responsibility for the management
of interest rate, foreign exchange and credit risk. He left KBC
in 2000 to found Dexion Capital. He is a director of Dexion

Capital Holdings Limited, a Guernsey company which is the
holding company of the Manager and the Investment
Consultant. He is also a director of Dexion Absolute Limited,
Dexion Equity Alternative Limited and Dexion Trading
Limited, which are funds of hedge funds, the shares of which
are listed on the London Stock Exchange. He also sits on the
boards of a number of single manager hedge funds. Mr
Bowie is a UK resident.

Rupert Dorey, (49), has over 22 years of experience in debt
capital markets, specialising in credit related products,
including derivative instruments. Mr Dorey’s expertise is
principally in the areas of debt distribution, origination and
trading, covering all types of debt from investment grade to
high yield and distressed debt. He was at Credit Suisse First
Boston for 17 years from 1988 until May 2005. From 2000
until he left CSFB, he was head of sterling credit sales.
Previously, he held a number of positions at CSFB, including
establishing CSFB’s high yield debt distribution business in
Europe, fixed income credit product co-ordinator for
European offices and head of UK Credit and Rates Sales.
Since leaving CSFB, Mr Dorey acts as a non-executive
director to a number of hedge funds, fund of hedge funds
and private equity funds. Mr Dorey is a resident of Guernsey.

Christopher Hill, (56), is an Associate of the Chartered
Institute of Bankers and was Managing Director of Guernsey
International Fund Managers Limited, part of The Barings
Financial Services Group, from 1996 until the Group was
sold to Northern Trust in 2005. He has more than 35 years’
experience in the field of offshore banking and fund
administration. He is a non-executive director of Thames
River Multi-Hedge PCC Limited, which is a London listed
fund of hedge funds and Chairman of UK Commercial
Property Trust Limited and Investec Capital Accumulator
Trust Limited, also listed in London. Mr Hill is also a past
Chairman of the Guernsey Investment Funds Association and
a resident of Guernsey.

A list of the Board’s directorships in public companies listed on recognised exchanges is enclosed on page 41.
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DIRECTORS’ REPORT

The Directors present their report and audited financial
statements for the year ended 31 December 2008.

Principal Activity

Dexion Alpha Strategies Limited (the “Company”) is a
Guernsey registered closed-ended investment company
listed on the London Stock Exchange. Trading in
the Company’s shares (of each class) commenced on
23 March 2006.

Changes to Guernsey Company Law

On 1 July 2008, The Companies (Guernsey) Law, 1994 was
superseded by The Companies (Guernsey) Law, 2008. The
Directors have adopted the provisions of the Companies
(Guernsey) Law, 2008 in preparing these financial
statements.

Investment Objective
The investment objective of the Company is to maximise
medium-term returns in a manner commensurate with
acceptable risk management.

Investment Policy

The Company seeks to achieve its investment objective
through investment in an actively managed portfolio of
underlying funds diversified across a range of alternative
investment strategies which target emerging and/or under-
exploited sources of alpha. The Investment Adviser allocates
the Company’s assets either directly or indirectly to
underlying funds (which may include funds managed or
advised by the Investment Adviser) investing across the
following strategies:

e Asian Opportunities

e Emerging Markets Macro

e Furopean Loan Opportunities

e Special Situations

e Healthcare Opportunities

e Commodity Strategies

e Energy and Emissions

e Environmental Strategies

e Short-Term Managed Futures

Each of the investment strategies listed above are described
under the heading “Glossary of Hedge Fund Strategies” set
out on pages 42 to 43.

1

Although the Investment Adviser allocates the Company’s
assets among portfolio managers employing one or more of
the strategies described above, the Investment Adviser does
not follow a rigid investment policy and, subject to
maintaining an appropriate spread of funds and investment
strategies, the Company’s assets may be deployed in
whatever funds and investment strategies the Investment
Adviser deems appropriate. The Company is not restricted
from participating in any market, strategy or investment, and
the Investment Adviser may alter or modify some or all of the
Company’s underlying investment strategies in light of
available investment opportunities and prevailing economic
and market conditions if the Investment Adviser determines
that such alterations or modifications are consistent with or
best serve the Company’s investment objective, subject to
what the Investment Adviser considers an acceptable level of
risk. Any additional investment strategies will, however, focus
on those areas of alternative investments where the
Investment Adviser believes that alpha is not yet fully
exploited. Conversely where the Investment Adviser believes
that a particular investment strategy has matured or been
fully exploited, it may determine to cease investing in a
Company’s assets in that strategy. Accordingly, the
investment strategies that the Company will pursue should
be seen as dynamic rather that static, although the
Company’s investment policy will remain to invest the
Company’s assets in an actively managed portfolio of
underlying funds.

The exact number of funds and strategies used may vary
over time but the Directors intend that the Company will be
invested directly or indirectly in @ minimum of 20 underlying
funds implementing at least 4 different strategies at all
times. The Company will invest and manage its assets in a
way which is consistent with its object of spreading
investment risk.

Generally, the Investment Adviser will seek (i) not to invest
more than 7.5 per cent. of the Company'’s total assets in any
one underlying fund which may be accessed either directly
or indirectly (other than in relation to the European Loan
Opportunities strategy which currently comprises a single
investment into an existing fund of the Irish RMF Umbrella
Unit Trust), (ii) not to invest more than 20 per cent. of the
Company’s total assets in any one underlying fund or funds
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managed by a single portfolio manager and (jii) not to invest
more than 25 per cent. of the Company'’s total assets in any
single strategy, although it may deviate from any such
guidelines from time to time, subject always to the maximum
exposures, introduced in accordance with the Listing Rules
of the UK Listing Authority, set out in the investment
restrictions below.

The portfolio managers selected by the Investment Adviser
have complete discretion to purchase and sell securities for
their respective funds consistent with the relevant
investment advisory agreements, partnership agreements or
other governing documents. Such agreements and
governing documents generally allow the portfolio managers
to change the kinds of investments they make and their
techniques for making investments if they believe that such
changes are appropriate in view of the then current or
expected, market, business or economic conditions.

The Investment Adviser may allocate part of the Company’s
assets to funds associated with itself acting as portfolio
manager or portfolio managers affiliated with the Investment
Adviser provided that such allocations are permitted by
applicable law. The Company would pay the Investment
Adviser or such affiliated portfolio managers management
and performance fees on terms no less favourable than the
terms generally offered to unaffiliated investors.

The underlying funds in which the Company invests are or
may be permitted to borrow and invest in long and short
positions in equities, fixed income securities, options,
warrants, futures, commodities, currency forwards, over-the-
counter derivative instruments (such as swaps), securities
that lack active public markets, repurchase and reverse
repurchase agreements, preferred stocks, convertible
bonds and other financial instruments as well as cash and
cash equivalents.

It is the intention of the Company to be substantially fully
invested at all times, although the Investment Adviser may
use its discretion to hold cash or equivalent investments
from time-to-time.

The Company had a facility agreement with Northern Trust
(Guernsey) Limited for up to the lower of £30 million and 20
per cent. of its net assets for short-term or temporary
liquidity purposes as may be necessary to facilitate
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investment and withdrawals from underlying funds, to meet
ongoing expenses or to fund shares repurchases, and to
implement the Company’s currency hedging strategy.

On 4 November 2008 the Company issued a trading update
which noted that the Company’s currency hedging
arrangements were resulting in significant utilisation of its
credit facility. Accordingly, the Company announced that it
had agreed with Northern Trust (Guernsey) Limited a
temporary increase in its credit facility from the lower of
£30 million and 20 per cent. of NAV to the lower of
£30 million and 35 per cent. of NAV, the purpose of which
was solely to cover and fund forward foreign exchange
hedging losses (including cash margin) and expenses.

Following the natural decrease in issued share capital
resulting from the Company’s own share buy backs, with
effect from 1 February 2009 the facility was reduced to up to
the lower of £20 million and 20 per cent. of NAV. The expiry
date of the facility is the banking day being three calendar
months from the date of the bank’s written notice advising the
Company of the termination of the facilities. The next annual
review for this facility is due by 28 February 2010.

It is not proposed that the Company will have any long-term
or fixed structural gearing. If, in the future it was proposed to
introduce such gearing, any such gearing would be subject
to the prior approval of Shareholders. The Company may be
indirectly exposed to gearing to the extent that underlying
funds are themselves geared.

As substantially all of the Company’s assets will be
denominated in US dollars with a minor portion in Euro, the
Company will consistently engage in currency hedging.

Investment Restrictions

The Company has adopted the following investment

restrictions which include certain restrictions set out in the

Listing Rules:

e Neither the Company nor any subsidiary will conduct a
trading activity which is significant in the context of the
group as a whole.

e Not more than 20 per cent. of the total assets of the
Company will be invested in any one underlying fund or
funds managed by a single portfolio manager at the
time the investment is made.
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e The Company will not make further investment(s) in any
single investment strategy where, immediately
following such further investment(s), that investment
strategy represents 40 per cent. or more of the total
assets of the Company.

e The Company will not make further investment(s) in any
funds managed by a single portfolio manager where,
immediately following such further investment(s), those
funds represent 30 per cent. or more of the total assets
of the Company.

e The Company will not borrow more than 40 per cent. of
its net assets for short term or temporary liquidity
purposes, including as may be necessary to facilitate
investment and withdrawals from underlying funds or
to meet ongoing expenses or to fund share
repurchases, and to implement the Company’s
currency hedging strategy.

e Dividends will not be paid unless they are covered by
income received from underlying investments.

e The distribution as dividend of surpluses arising from
the realisation of investments will be prohibited.

e Any material change in the investment policy of the
Company will only be made with the approval of
Shareholders by ordinary resolution.

e The Company will not invest in other UK listed
investment  companies  (including UK listed
investment trusts).

e The Company will avoid cross-financing between
businesses forming part of its investment portfolio.

e The Company will avoid the operation of common
treasury functions as between the Company and
investee companies.

In the event of any breach of these investment restrictions,
the Board will as soon as practicable make an
announcement on a regulatory information service provider
and subsequently write to shareholders if appropriate.

Shareholder Information

The Company announces its net asset value on a monthly
basis together with commentary on investment
performance. Estimated net asset values are normally
provided weekly. Share price, net asset value and
performance information can also be accessed by
shareholders on the Company’s website

www.dexionalpha.com. However information on that website
does not form part of, nor is it incorporated by reference into
this document and that information is not available to certain
overseas shareholders.

Results
The results for the year are set out in the Income Statement.
The Directors do not propose a dividend for the year
(2007: Nil).

Significant Events

On 2 February 2008, the Company issued a circular
containing notice of an extraordinary general meeting on
22 February 2008 and setting out a special resolution to be
put to shareholders of the Company resolving to adopt new
articles of association to include amendments to the
discount management provisions, the introduction of
quarterly conversion rights between currency classes and
the introduction of pre-emption rights for new share issues
for cash. The circular also contained notice of class meetings
of the Company’s € and US$ shareholders setting out
ordinary resolutions to approve the continuance of the € and
US$ share classes.

The special resolution at the EGM was subsequently passed
by shareholders and the class meeting of € shareholders
approved the continuance of the € share class. US$
shareholders however voted against continuation of the US$
share class and, accordingly, on 1 April 2008, the Company
put forward redemption proposals to US$ shareholders. On
1 May 2008, the Company announced that valid
acceptances of the redemption offer had been received for
9,010,533 US$ Shares, representing 82.6 per cent. of the
Company’s existing US$ Shares.

On 4 November 2008 the Company issued a trading update
which noted that the Company’s currency hedging
arrangements were resulting in significant utilisation of its
credit facility. Accordingly, the Company announced that it
had agreed with Northern Trust (Guernsey) Limited a
temporary increase in its credit facility from the lower of £30
million and 20 per cent. of NAV to the lower of £30 million
and 35 per cent. of NAV, the purpose of which was solely to
cover and fund forward foreign exchange hedging losses
(including cash margin) and expenses. The Company also
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announced that the Investment Adviser had initiated a
programme of portfolio redemptions, the proceeds of which
were expected to exceed the Company’s outstanding
borrowings.

On 11 November 2008 the Company announced a series of
measures designed to address the wide discounts to NAV at
which each class of the Company’s shares had been trading.
These measures included the anticipated resumption of the
Company’s share buyback programme by (or before) the end
of January 2009.

On 13 November 2008 the Company announced the
temporary suspension of its currency hedging arrangements
following a further significant appreciation in the value of the
US dollar against sterling and euros. The Directors noted
their intention to reinstate the currency hedging
arrangements as soon as practicable, which was achieved
on 23 December 2008.

Following the Company’s announcement of 11 November
2008, the Company’s rolling 12 month discount floor
provision has now been triggered for each class of the
Company’s shares. This requires, in accordance with the
Company’s articles of association, separate continuation
votes to be proposed for each class of shares by way of
ordinary resolution. The articles further provide that the
Board must put forward a continuation vote within 4 months
of the discount floor provision being triggered. As stated in
the Chairman’s Statement, the Board issued a shareholder
circular on 31 March 2009 to consider Continuation
Resolutions at currency class meetings on 24 April 2009.

Should a class not pass a continuation vote, the Board will
be required to formulate Redemption Proposals to be put to
that class within 2 months of such failure, either offering to
redeem Shares of that class at an amount which each Share
of that class would have received on a return of capital on a
NAV Calculation Date determined by the Directors in
accordance with the Articles (less the costs of redemption
including the costs of realising investments) or alternative
proposals which the Board (in its absolute discretion)
determines have a substantially equivalent economic effect.

The Board recognises that, whilst Shareholders of one or
more classes may wish the Company to continue, some of
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those Shareholders may still wish to realise part of their
investment at a price closer to NAV (at the time(s) of
redemption) than the price at which Shares of each class
currently trade in the secondary market. Accordingly, as
announced on 10 November 2008, for each class of Shares
that passes the requisite Continuation Resolution, and
subject, amongst other things, to receipt by the Company of
sufficient proceeds arising from Portfolio realisations to meet
all classes’ redemption requirements, it is proposed that a
Redemption Offer for up to 25 per cent. of the issued Shares
of each continuing class will be made to Shareholders of that
class.

As noted above, for each Share class that fails to pass a
Continuation Resolution, the Board is required to put forward
proposals offering to redeem all the Shares of that class at
an amount which each such Share of that class would have
received on a return of capital on a NAV Calculation
immediately preceding the redemption date (less all costs
associated with such redemption). Alternatively, the Board
may put forward proposals determined by the Board (in its
absolute discretion) as having an economic value
substantially equivalent to such a redemption.

The proposals which the Board currently intends to put
forward in respect of both Redemption Offers and
Redemption Proposals are that a part of each investment
(including illiquid investments) in the Portfolio equivalent to
the proportion which the NAV of the Shares to be redeemed
(at a NAV Calculation Date determined by the Board and
which is expected to be shortly before or after the closing of
Redemption Offers and/or Redemption Proposals) bears to
the Company’s aggregate NAV (at the same date), will be
attributed to Redeeming Shareholders (as a Redemption
Portfolio) and that settlement of all redemption monies will
take place in accordance with the timetable for receipt of
proceeds by the Company from the realisation of
investments from the Redemption Portfolio and that the
amounts paid in respect of Shares being redeemed should
reflect the amounts actually received in realisation of
investments in the Redemption Portfolio.

Management Arrangements

The Company has an agreement with Dexion Capital
(Guernsey) Limited for the provision of investment
management services. Management fees as disclosed in



DEXION ALPHA STRATEGIES

LIMITED

2008 REPORT & ACCOUNTS

DIRECTORS’ REPORT CONTINUED

Note 9 are based on an annual amount of 1.5 per cent of the
total assets of the Company plus a performance fee as
outlined in Note 9. The Management Engagement
Committee has established a process for the review of the
performance of the Manager in managing the Investment
Adviser. The Committee has also reviewed the
appropriateness of the terms of the investment management
agreement, in particular, the length of the notice period and
the fees payable to the Manager.

Following their review, it is in the opinion of the Directors that
the continuing appointment of the Manager on the terms
agreed is in the interest of shareholders as a whole.

Directors’ Interests

The Directors, as stated on pages 10 and 40, all served
throughout the period under review. The Directors had no
beneficial interest in the Company other than shown below:

31 December 2008 31 December 2007

£ shares £ shares
S M Jones 25,000 25,000
R 0 Dorey 70,000 20,000
R M J Bowie 25,000 25,000

Dexion Capital Holdings Limited, of which Robin Bowie is a director,
held 543,578 US$ Shares, 523,598 € Shares and 390,000
£ Shares as at 31 December 2008 and nil Shares as at
31 December 2007.

Substantial Interests

Disclosure and Transparency Rules are comprised in the FSA
Handbook. Such rules require substantial shareholders to
make relevant holding notifications to the Company and the
UK Financial Services Authority. The Company must then
disseminate this information to the wider market.

Statement of Directors’ Responsibilities

The Directors are responsible for preparing the Directors’
Report and the financial statements in accordance with
applicable law and regulations.

The Companies (Guernsey) Law, 2008 requires the Directors
to prepare financial statements for each financial year. Under
that law they have elected to prepare the financial
statements in accordance with International Financial
Reporting Standards and applicable law.

The financial statements are required by law to give a true

and fair view of the state of affairs of the Company and of
the profit or loss of the Company for that period.

In preparing these financial statements, the Directors are

required to:

e select suitable accounting policies and apply them
consistently;

e make judgements and estimates that are reasonable
and prudent;

e state whether applicable accounting standards have
been followed, subject to any material departures
disclosed and explained in the financial statements; and

e prepare the financial statements on the going concern
basis unless it is inappropriate to presume that the
Company will continue in business.

The Directors are responsible for keeping proper accounting
records which disclose with reasonable accuracy at any time
the financial position of the Company and to enable them to
ensure that the financial statements comply with The
Companies (Guernsey) Law, 2008 which entered into force
on 1 July 2008 and replaced The Companies (Guernsey)
Law, 1994. They have general responsibility for taking such
steps as are reasonably open to them to safeguard the
assets of the Company and to prevent and detect fraud and
other irregularities.

The Directors confirm that they have complied with the
above requirements in preparing the financial statements
and that to the best of our knowledge and belief:

(@ This annual report includes a fair review of the
development and performance of the business and the
position of the Company together with a description of
the principal risks and uncertainties that the Company
faces; and

The financial statements, prepared in accordance with
International Financial Reporting Standards, give a true
and fair view of the assets liabilities, financial position
and losses of the Company.

Corporate Governance

Introduction

In June 2008 the Board determined, as a closed-ended
investment company registered in Guernsey, that is was
appropriate to become a member of the Association of
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Investment Companies (the “AlC") and to report against the
AIC Code of Corporate Governance (the “AlC Code”) and to
follow the AIC’s Corporate Governance Guide for Investment
Companies (the “AIC Guide”).

The Board has considered the principles and
recommendations of the AIC Code by reference to the AIC
Guide. The Company Secretary has undertaken a review of
the corporate governance principles of the Board and
Committees of the Board of the Company. The Directors
confirm compliance to the AIC Code without exception.

There have recently been a number of changes to the
regulatory regime for Guernsey funds. A number of
provisions which were contained in the Control of Borrowing
(Bailiwick of Guernsey) Ordinance, 1959 to 2003 (“COBQ”)
(which governed closed-ended funds) have been
consolidated into the Protection of Investors (Bailiwick of
Guernsey) Law, 1987, as amended (the “POI Law”) (which
governed open-ended funds and licensees) so that the POI
Law now governs both open-ended and closed-ended funds
(as well as licensees).

Closed-ended funds are now Category 1 controlled
investments under the POl Law. The changes have also
codified in the POI Law a number of standard conditions and
ongoing notification requirements imposed on the licensees
of funds which were listed on the fund’s COBO consent, but
were not explicitly set out in COBO. It is intended that the
changes will simplify Guernsey’s investment fund regime by
categorising all funds (whether open-ended or closed-
ended) as either registered schemes or authorised schemes.

The Directors have determined that the Company will
continue as an Authorised Closed-Ended Investment Scheme.

The attendance record of Directors is set out below:

The Board

The Board considers that the Company has complied with
the provisions contained in Section 1 of the AIC Code
throughout this accounting period. The following statement
describes how the relevant principles of governance are
applied to the Company.

The Board currently consists of four non-executive Directors,
all of whom are independent of the Investment Adviser and,
with the exception of Mr Bowie, are independent of the
Manager and the Investment Consultant. The Board accepts
collective responsibility and does not consider it necessary to
appoint a senior independent director. All non-independent
directors will retire and offer themselves for re-election at
every Annual General Meeting.

The Articles of Association provide that one third of the
Directors retire by rotation at each annual general meeting.
If their number is not three or a multiple of three, the number
nearest to but not exceeding one third, shall retire from
office. A Director who retires at an annual general meeting
may, if willing to act, be re-appointed. The Directors are not
subject to automatic re-appointment.

The Board meets at least four times a year and between
these formal meetings there is regular contact with the
Manager, Secretary and the Company’s Broker. The
Directors are kept fully informed of investment and financial
controls, and other matters that are relevant to the business
of the Company and should be brought to the attention of the
Directors. The Directors also have access to the Secretary
and, where necessary in the furtherance of their duties, to
independent professional advice at the expense of the
Company.

Ad hoc and

Quarterly Committee Management

Board Board Audit Engagement

meetings meetings Committee Committee

Number of meetings 4 18 3 1
Meetings attended:

S M Jones 4 18 2 1

C MW Hill 4 13 3 1

R O Dorey 4 16 3 1

R M J Bowie 4 8 n/a n/a
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The Board has a breadth of experience relevant to the
Company, and the Directors believe that any changes to the
Board’s composition can be managed without undue
disruption. With any new Director appointment to the Board,
consideration will be given as to whether an induction
process is appropriate.

The Board considers Agenda Iltems laid out in the Notice and
Agenda of Meeting which are formally circulated to the
Board in advance of the Meeting as part of the Board Papers
and therefore directors may request any Agenda Items to be
added that they consider appropriate for Board discussion.
Additionally, each director is required to inform the Board of
any potential or actual conflicts of interest prior to Board
discussion.

The Board of Directors meets at least four times a year and
more when necessary.

The number ad hoc-meetings during 2008 amounted to 18
where the Board regularly reviewed and considered the
market conditions and the effect on the assets, liquidity and
going-concern position of the Company.

The primary focus of the quarterly Board Meetings is a
review of investment performance and associated matters
such as gearing, asset allocation, as well as
marketing/investor relations, risk management and
compliance, peer group information and industry issues.

The Board evaluates its performance and considers the
tenure of each Director on an annual basis, and believes that
the mix of skills, experience, ages and length of service are
appropriate to the requirements of the Company. The last
evaluation took place in November 2008 and included a full
assessment of the Board and committees.

The Chairman was supported by the other independent
Directors in confirming that the contribution, skills and
experience of those Directors offering themselves for re-
election is in the best interests of Shareholders as a whole.

Directors’ Duties and Responsibilities
The Directors have adopted a set of Reserved Powers, which
establish the key purpose of the Board and detail its major
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duties. These duties cover the following areas of
responsibility:

e  Statutory obligations and public disclosure;

e  Strategic matters and financial reporting;

e Qversight of management and personnel matters;

e Risk assessment and management, including
reporting, monitoring, governance and control; and

e (Other matters having a material effect on the Company.

These Reserved Powers of the Board have been adopted by
the Directors to demonstrate clearly the seriousness with
which the Board takes its fiduciary responsibilities and as an
ongoing means of measuring and monitoring the
effectiveness of its actions.

Committees of the Board

The Board has not deemed it necessary to appoint a
nomination or remuneration committee as, being comprised
wholly of non-executive Directors, the whole Board considers
these matters. The Board seeks external professional advice
with regard to remuneration of the Directors.

Management Engagement Committee

A Management Engagement Committee has been
established consisting of Mr Dorey, Mr Jones and Mr Hill.
The Management Engagement Committee is chaired by Mr
Dorey. A Management Engagement Committee, with defined
terms of reference and duties, has been established to
review annually the terms of the management agreement
between the Company and the Manager, the investment
advisory agreement between the Company, the Manager
and the Investment Adviser and the investment consultancy
agreement between the Company, the Manager and the
Investment Consultant. The Directors’ remuneration is
disclosed in Note 9 of the financial statements.

Audit Committee

An Audit Committee has been established consisting of Mr
Hill, Mr Jones and Mr Dorey. The Audit Committee is chaired
by Mr Hill. The Audit Committee examines the effectiveness
of the Company’s internal control systems, the annual report
and accounts and interim report, the auditors’ remuneration
and engagement, as well as the auditors’ independence and
any non-audit services provided by them. The Audit
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Committee receives information from the Company
Secretary and the compliance department of the
Administrator and the external auditors. The Audit
Committee meets at least three times a year to review the
audit timetable, annual accounts and interim accounts, other
risk management and governance matters.

Internal Controls

The Board is ultimately responsible for the Company’s
system of internal control and for reviewing its effectiveness.
The Board confirms that there is an ongoing process for
identifying, evaluating and managing the significant risks
faced by the Company.

The Board has reviewed the effectiveness of the system of
internal control. In particular, it has reviewed and updated
the process for identifying and evaluating the significant
risks affecting the Company and the policies by which these
risks are managed.

As there is delegation of operational activity as described
below, the Audit Committee and Board have determined that
there is no requirement for a direct internal audit function.
The internal control systems are designed to meet the
Company’s particular needs and the risks to which it is
exposed. Accordingly, the internal control systems are
designed to manage rather than eliminate the risk of failure
to achieve business objectives and by their nature can only
provide reasonable and not absolute assurance against
misstatement and loss.

The Board has delegated the responsibility for the
management of the Company’s investment portfolio, the
provision of custody services and the administration,
registrar and corporate secretarial functions including the
independent calculation of the Company’s Net Asset Value
and the production of the Annual Report and Financial
Statements which are independently audited. Whilst the
Board delegates responsibility, it retains accountability for
the functions it delegates and is responsible for the systems
of internal control. Formal contractual agreements have
been put in place between the Company and providers of
these services.

On an ongoing basis compliance reports are provided at
each board meeting from the Administrator.

Corporate Responsibility

The Company’s business is concerned with investment. It
considers the ongoing concerns of investors by open and
regular dialogue with and through the appointed Manager,
Investment Consultant and the Company’s Broker.

The Company keeps abreast of regulatory and statutory
changes and takes appropriate action.

The Company does not have any employees.

Going Concern

On January 2009 the Company announced that the rolling
12 month discount floor provision for the Company’s shares
had been triggered. In accordance with the Company’s
Articles of Association, a continuation vote to be proposed by
way of ordinary resolution of each currency class meeting
has been called for 24 April 2009 as detailed within the
Directors’ Report.

The detailed process regarding proposals which the Board
currently intends to put forward should any currency class
not pass a continuation vote is detailed in the Directors’
Report at page 14. The Directors are satisfied that it is
appropriate to continue to adopt the going concern basis in
preparing the Financial Statements, and, after due
consideration, the Directors consider that the Company is
able to continue for the foreseeable future.

Relations with Shareholders

The Investment Consultant and the Company’s broker
maintain a regular dialogue with institutional shareholders,
the feedback from which is reported to the Board. In
addition, Board members will be available to respond to
shareholders’ questions at the Annual General Meeting.

The Board monitors the trading activity and shareholder
profile on a regular basis. Shareholder sentiment is also
ascertained by the careful monitoring of the
discount/premium that the Ordinary Shares are traded in the
market against the NAV per share when compared to the
discount/premium experienced by the Company’s peer group.

The Company reports formally to shareholders twice a year
and a proxy voting card is sent to shareholders with the
Annual Report and Financial Statements. Additionally,
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current information is provided to shareholders on an
ongoing basis through the Company website. The Registrar
monitors the voting of the shareholders and proxy voting is
taken into consideration when votes are cast at the Annual
General Meeting. Shareholders may contact the Directors via
the Company Secretary.

Disclosure of information to auditors

The Directors who held office at the date of approval of this
Directors’ report confirm that, so far as they are each aware,
there is no relevant audit information of which the
Company’s auditors are unaware; and each Director has
taken all the steps that he ought to have taken as a Director
to make himself aware of any relevant audit information and
to establish that the Company’s auditors are aware of
that information.
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Auditors

A resolution for the re-appointment of KPMG Channel
Islands Limited will be proposed at the forthcoming Annual
General Meeting.

Annual General Meeting
Notice convening the Company’s Annual General Meeting is

set out towards the end of this document.

By order of the Board

Stephen Jones Christopher Hill
Director Director
20 April 2009
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INDEPENDENT AUDITOR’S REPORT TO THE
MEMBERS OF DEXION ALPHA STRATEGIES LIMITED

We have audited the financial statements (the “financial
statements”) of Dexion Alpha Strategies Limited (the
“Company”) for the year ended 31 December 2008 which
comprise the Balance Sheet, the Income Statement, the
Statement of Changes in Net Assets Attributable to Equity
Shareholders, the Cashflow Statement and the related notes.
These financial statements have been prepared under the
accounting policies set out therein.

This report is made solely to the Company’s members, as a
body, in accordance with section 262 of The Companies
(Guernsey) Law, 2008. Our audit work has been undertaken
so that we might state to the Company’s members those
matters we are required to state to them in an auditor’s
report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility
to anyone other than the Company and the Company’s
members as a body, for our audit work, for this report, or for
the opinions we have formed.

Respective responsibilities of Directors

and Auditors

The Directors’ responsibilities for preparing the financial
statements which give a true and fair view and are in
accordance with International Financial Reporting Standards
and are in compliance with applicable Guernsey law are set
out in the Statement of Directors’ Responsibilities on
page 15.

Our responsibility is to audit the financial statements in
accordance with relevant legal and regulatory requirements
and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial
statements give a true and fair view, are in accordance with
International Financial Reporting Standards and comply with
The Companies (Guernsey) Law, 2008. We also report to you
if, in our opinion, the Company has not kept proper
accounting records, or if we have not received all the
information and explanations we require for our audit.

We read the other information accompanying the financial
statements and consider whether it is consistent with those
statements. We consider the implications for our report if we
become aware of any apparent misstatements or material
inconsistencies with the financial statements.

Basis of audit opinion

We conducted our audit in accordance with International
Standards on Auditing (UK and Ireland) issued by the
Auditing Practices Board. An audit includes examination, on
a test basis, of evidence relevant to the amounts and
disclosures in the financial statements. It also includes an
assessment of the significant estimates and judgements
made by the Directors in the preparation of the financial
statements, and of whether the accounting policies are
appropriate to the Company’s circumstances, consistently
applied and adequately disclosed.

We planned and performed our audit so as to obtain all the
information and explanations which we considered
necessary in order to provide us with sufficient evidence to
give reasonable assurance that the financial statements are
free from material misstatement, whether caused by fraud or
other irregularity or error. In forming our opinion we also
evaluated the overall adequacy of the presentation of
information in the financial statements.

Opinion
In our opinion the financial statements:

e give a true and fair view, of the state of the Company’s
affairs as at 31 December 2008 and of its loss for the
year then ended,;

e are in accordance with International Financial Reporting
Standards; and

e comply with The Companies (Guernsey) Law, 2008.

KPMG Channel Islands Limited
Chartered Accountants

Guernsey

20 April 2009

(@ The maintenance and integrity of the Dexion Alpha
Strategies Limited website is the responsibility of the
Directors; the work carried out by the auditors does not
involve consideration of these matters and, accordingly,
the auditors accept no responsibility for any changes that
may have occurred to the financial statements or audit
report since they were initially presented on the website.

Legislation in Guernsey governing the preparation and
dissemination of financial statements may differ from
legislation in other jurisdictions.
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BALANCE SHEET

AS AT 31 DECEMBER

Note 2008 2007
£ £

Assets
Investments designated at fair value through profit or loss 3 107,708,581 149,071,300
Accounts receivable 3 2,074,839 180,109
Forward foreign currency contracts 3,13 9,999 409,413
Cash at bank 288,104 2,934,367
Total assets 110,081,523 152,595,189
Liabilities
Forward foreign currency contracts 3,13 1,355,034 360,181
Accounts payable and accrued expenses 5 2,891,992 3,187,855
Bank overdraft 3 15,071,695 11,430,649
Total liabilities 19,318,721 14,978,685
Net assets 90,762,802 137,616,504
Represented by:
Shareholders’ funds and reserves
Called up share capital 6 - -
Special reserve 7 93,834,690 120,112,611
Retained earnings 7 (3,071,888) 17,503,893
Total shareholders’ funds 90,762,802 137,616,504
Net assets per £ Share 8 £0.9117 £1.1233
Net assets per € Share 8 €1.1284 €1.5952
Net assets per US$ Share 8 US$1.5816 US$1.9845

The financial statements on pages 21 to 39 were approved by the Board of Directors on 20 April 2009.

Stephen Jones Christopher Hill
Director Director

The notes on pages 24 to 39 form part of these financial statements.
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FOR THE YEAR ENDED 31 DECEMBER
Note 2008 2007
£ £
Income
Net (losses)/gains on financial assets held at fair value through
profit or loss 3(b) (14,730,374) 21,013,450
Net foreign exchange (losses)/gains (3,012,795) 119,886
Interest income on financial assets that are not at fair value
through profit or loss 79,305 300,977
Other investment income 144,811 80,671
Net investment (expense)/income (17,519,053) 21,514,984
Expenses
Management fee 9 (1,758,937) (2,138,978)
Performance fee 9 - (1,715,697)
Fund administration fee 9 (179,169) (155,257)
Audit fee (26,000) (21,302
Fees paid to auditors for non-audit services (14,329) (11,644)
Other professional fees (180,593) (129,944)
Directors' remuneration and expenses 9 (68,035) (65,511)
Directors' and officers' insurance (17,132 (17,557)
Custodian charges 9 (77,482) (91,643)
Credit facility fees (149,425) (37,950)
Sundry expenses (249,411) (82,794)
Total operating expenses before finance costs (2,720,513) (4,458,277)
Finance costs
Interest expense on financial liabilities that are not at fair value
through profit or loss (336,215) (109,107)
Total return for the year (20,575,781) 16,947,600
Basic & Diluted earnings per £ Share 12 £0.2117) £0.1198
Basic & Diluted earnings per € Share 12 €(0.4668) €0.1616
Basic & Diluted earnings per US$ Share 12 US$(0.4029) US$0.2159
All items derive from continuing activities.
FOR THE YEAR ENDED 31 DECEMBER
2008 2007
£ £
Net assets attributable to equity shareholders at start of year 137,616,504 128,244,473
Amount paid on redemption (8,499,554) -
Purchases of own shares (17,778,367) (7,575,569)
Total return for the year (20,575,781) 16,947,600
Net assets attributable to equity shareholders at end of year 90,762,802 137,616,504

The notes on pages 24 to 39 form part of these financial statements.
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CASHFLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER

2008 2007
£ £
Operating activities
Total return for the year (20,575,781) 16,947,600
Adjustments:
Net losses/(gains) on financial assets held at fair value through profit or loss 14,730,374 (21,013,450)
Net foreign exchange losses/(gains) 3,012,795 (119,886)
Changes in operating assets and liabilities:
Increase in creditors 964,631 1,434,426
(Increase)/decrease in debtors (508,784) 107,304
Net cash outflow from operating activities (2,376,765) (2,644,006)
Investing activities
Purchase of investments (29,763,923) (34,533,149)
Proceeds from sale of investments 79,573,442 25,776,963
Realised (losses)/gains from forward foreign currency contracts (24,429,347) 2,197,117
Net cash inflow/(outflow) from investing activities 25,380,172 (6,559,069)
Financing activities
Purchase of own shares (17,778,367) (7,575,569)
Payment on redemption (8,499,554) -
Net cash outflow from financing activities (26,277,921) (7,575,569)
Decrease in cash and cash equivalents (3,274,514) (16,778,644)
Exchange (losses)/gains on cash and cash equivalents (3,012,795) 119,886
Cash and cash equivalents at beginning of the year (8,496,282) 8,162,476
Cash and cash equivalents at end of the year (14,783,591) (8,496,282)
Analysis of cash and cash equivalents at end of the year
Cash at bank 288,104 2,934,367
Bank overdraft (15,071,695) (11,430,649)
(14,783,591) (8,496,282)
Cash flow from operating activities include:
Interest received 101,585 322,520
Interest paid (317,495) (96,282)

The notes on pages 24 to 39 form part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

a)

b)

General information
Dexion Alpha Strategies Limited (the “Company”) was incorporated on 7 March 2006 in Guernsey, Channel Islands.
The Company’s shares (of each class) were listed on the London Stock Exchange on 24 March 2006.

Significant accounting policies

Statement of Compliance

The financial statements are prepared in accordance with International Financial Reporting Standards (IFRS) adopted
by the International Accounting Standards Board (IASB), applicable legal and regulatory requirements of The
Companies (Guernsey) Law, 2008 and the Listing Rules of the UK Listing Authority. The financial statements give a
true and fair view and are in compliance with The Companies (Guernsey) Law, 2008.

Applicable new standards and interpretations not yet effective

IAS 8 requires disclosure of any impending change in accounting policy when an entity has yet to implement a new
Standard or Interpretation that has been issued but not yet come into effect. In addition, it requires disclosure of
known or reasonably estimable information relevant to assessing the possible impact that the application of the new
Standard will have on the entity’s financial statements in the period of initial application.

The following new Standards have been issued but are not effective for the year ending 31 December 2008 and have
not been early adopted:

In November 2006, the IASB issued IFRS 8 ‘Operating Segments’ which becomes effective for annual accounting
periods beginning on or after 1 January 2009. This standard requires disclosures on the financial performance of the
operating segments of the entity. IFRS 8 does not affect the Company which only has one segment of business.

IAS 1 (amendment), ‘Presentation of financial statements’, effective for annual periods beginning on or after
1 January 2009. The standard requires entities to make new disclosures to enable users of the financial statements
to evaluate the entity’s objectives, policies and processes for managing capital. The Company has decided not to
adopt the standard until its effective date.

IAS 32 (amendment), ‘Financial instruments: presentation’ and consequential amendments to IAS 1 ‘Presentation of
financial instruments’, effective for annual periods beginning on or after 1 January 2009. The objective of the standard
is to enhance financial statement users’ understanding of the significance of financial instruments to an entity’s financial
position, performance, and cash flows. In particular, the standard addresses classification of a financial instrument issued
by an enterprise as a liability or as equity, disclosures about financial instruments, including information as to their fair
values. The Company has decided not to adopt the standard until its effective date.

IAS 23 (amendment), ‘Borrowing costs’, effective for annual periods beginning on or after 1 January 2009. The
standard requires an entity to capitalise borrowing costs directly attributable to the acquisition, construction or
production of a qualifying asset as part of the cost of the asset. The option of immediately expensing those borrowing
costs will be removed. The Company has decided not to adopt the standard until its effective date.

IAS 1 (revised), ‘Presentation of financial statements’, effective for annual periods beginning on or after 1 January
2009. The revised standard prohibits the presentation of items of income and expenses (that is, ‘non-owner changes
in equity’) in the statement of changes in equity, requiring ‘non-owner changes in equity’ to be presented separately
from owner changes in equity. All non-owner changes in equity will be required to be shown in a performance
statement, but entities can choose whether to present one performance statement (the statement of comprehensive
income) or two statements (the income statement and statement of comprehensive income). Where entities restate or
reclassify comparative information, they will be required to present a restated balance sheet as at the beginning
comparative period in addition to the current requirement to present balance sheets at the end of the current period
and comparative period. The Company has decided not to adopt the standard until its effective date.

Basis of preparation

The financial statements are prepared in pound sterling (£), which is the Company’s functional and presentation
currency. They are prepared on a fair value basis for financial assets at fair value through profit or loss and derivative
financial instruments. Other financial assets and financial liabilities are stated at amortised cost.

The preparation of financial statements in conformity with IFRS requires management to make judgements, estimates
and assumptions that affect the application of policies and the reported amounts of assets and liabilities, income and
expense. The estimates and associated assumptions are based on historical experience and various other factors that
are believed to be reasonable under the circumstances, the results of which form the basis of making the judgements
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

c)

d)

e)

Significant accounting policies continued
about carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may
differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period, or in the period of
revision and future periods if the revision affects both current and future periods.

On January 2009 the Company announced that the rolling 12 month discount floor provision for the Company’s
shares had been triggered. In accordance with the Company’s Articles of Association, a continuation vote to be
proposed by way of ordinary resolution of each currency class meeting has been called as detailed within the
Directors’ Report.

The detailed process regarding proposals which the Board currently intends to put forward should any currency class
not pass a continuation vote is detailed in the Directors’ Report at page 14. The Directors are satisfied that it is
appropriate to continue to adopt the going concern basis in preparing the Financial Statements, and, after due
consideration, the Directors consider that the Company is able to continue for the foreseeable future.

The following accounting policies have been applied consistently in dealing with items which are considered material
in relation to the Company’s financial statements:

Revenue recognition

Interest income is recognised in the income statement as it accrues using the effective interest method. Dividend
income is recognised when the right to receive payment is established. Income distributions from investment funds
are recognised in the income statement as dividend income when declared.

Expenses
All expenses are accounted for on an accruals basis.

Financial instruments

i)  Classification

—  The Company designates all of its investments upon initial recognition as “financial assets at fair value through
profit or loss”. These include financial assets that are not held for trading purposes and which may be sold and
represent a group of financial assets which is managed and its performance is evaluated on a fair value basis,
in accordance with a documented investment strategy, and information about the group is provided internally
on that basis to the entity’s key management personnel. These are principally investments in unlisted open-
ended investment funds.

—  Financial instruments held for trading include forward foreign currency contracts.

— Financial assets that are classified as loans and receivables include sales awaiting settlement and
other receivables.

—  Financial liabilities that are not at fair value through profit or loss include purchases awaiting settlement and
other accounts payable.

The table in Note 3 details the categories of financial assets and liabilities held by the Company at the reporting date.

ii) Recognition
The Company recognises financial assets and financial liabilities on the date it becomes a party to the
contractual provisions of the instrument.

Purchases and sales of investments made in an ordinary way of business are recognised on the trade date — the
date on which the Company commits to purchase or sell the investment. From this date any gains and losses
arising from changes in fair value of the financial assets or financial liabilities are recorded in the income statement,
plus in the case of financial assets or financial liabilities not at fair value through profit and loss, transaction costs
that are directly attributable to the acquisition or issue of the financial assets or financial liabilities.

ili) Measurement
Financial instruments are measured initially at fair value (transaction price). Transaction costs on financial assets
and financial liabilities at fair value through profit or loss are expensed immediately while on other financial
instruments they are amortised.

25



DEXION ALPHA STRATEGIES LIMITED 2008 REPORT & ACCOUNTS

2.

9

h)

Significant accounting policies continued
Subsequent to initial recognition, all instruments classified as fair value through profit or loss are measured at
fair value with changes in their fair value recognised in the income statement in the period in which they arise.

Financial assets classified as loans and receivables are carried at amortised cost using the effective interest
rate method less impairment losses, if any.

Financial liabilities, other than those at fair value through profit or loss, are measured at amortised cost using
the effective interest rate.

iv) Fair value measurement principles
Investments in underlying funds which are not quoted on a recognised stock exchange or other trading facility
will be valued at the net asset values provided by such entities or their administrators. These values may be
unaudited or may themselves be estimates. In addition, these entities or their administrators may not provide
values at all or in a timely manner and, to the extent that values are not available, those investments will be
valued by the Sub Manager using valuation techniques appropriate to those investments.

Open forward foreign currency contracts at the balance sheet date are valued at forward currency rates at that
point. The unrealised appreciation or depreciation on open forward foreign currency contracts is calculated by
reference to the difference between the contracted rate and the rate to close out the contract.

v) Realised and unrealised gains and losses
Realised gains and losses arising on disposal of investments are calculated by reference to the proceeds
received on disposal and the average cost attributable to those investments, and are recognised in the income
statement. Unrealised gains and losses on investments are recognised in the income statement.

vi) Derecognition
The Company derecognises a financial asset when the contractual rights to the cash flows from the financial asset
expire or it transfers the financial asset and the transfer qualifies for derecognition in accordance with IAS 39.

Afinancial liability is derecognised when the obligation specified in the contract is discharged, cancelled or expired.

Foreign currency transactions

The financial statements of the Company are presented in the currency of primary economic environment in which
the Company operates (its "functional currency"). The Directors have considered the primary economic currency of
the Company and considered the currency in which the original capital was raised, distributions to be made and
ultimately the currency capital would be returned on a break up basis. The Directors have also considered the
currency to which the underlying investments are exposed. On balance, the Directors believe that the pound sterling
(£) best represents the functional currency. For the purpose of the financial statements the results and financial
position of the Company are expressed in sterling which is the presentation currency of the Company.

Transactions denominated in foreign currencies are translated into sterling at the rate of exchange ruling on the date
of transaction. Assets and liabilities denominated in foreign currencies are translated into sterling at the exchange
rate prevailing at the balance sheet date. Realised and unrealised gains or losses on currency translation are
recognised in the income statement. Foreign currency differences relating to investments at fair value through profit
or loss are included in gains and losses on investments (Note 3).

Cash and cash equivalents

Cash comprises cash in hand and demand deposits. Cash equivalents, which include bank overdrafts, are short term,
highly liquid investments that are readily convertible to known amounts of cash and which are subject to insignificant
changes in value. Cash, deposits with banks and bank overdrafts are stated at their principal amount.

Treasury shares

Where the Company purchases its own share capital, the consideration paid, which includes any directly attributable
costs (net of income taxes) is recognised as a deduction from equity shareholders’ accounts through the special reserve,
which is a distributable reserve. When such shares are subsequently sold or reissued, any consideration received, net
of any directly attributable incremental transaction costs and the related income tax effects, is recognised as an increase
in equity, and the resulting surplus or deficit on the transaction is transferred to/from the special reserve.

Shares held in treasury are not taken into account in determining net asset value per share detailed in Note 8 and
earnings per share detailed in Note 12.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

a)

b)

Financial Instruments

Categories of financial instruments

2008 2007
Amount % of Amount % of
£ net assets £ net assets
Financial assets at fair value
through profit or loss:
Designated at fair value through profit or loss upon
initial recognition: Investments 107,708,581 118.67% 149,071,300 108.32%
Held for trading: Forward foreign currency contracts 9,999 0.01% 409,413 0.30%
107,718,580 118.68% 149,480,713 108.62%
Loans and receivables:
Cash at bank 288,104 0.32% 2,934,367 2.13%
Accounts receivable 2,074,839 2.29% 180,109 0.13%
2,362,943 2.61% 3,114,476 2.26%
Total Assets 110,081,523 121.29% 152,595,189 110.88%
Liabilities
Financial liabilities at fair value through
profit or loss, held for trading:
Forward foreign currency contracts (1,355,034) (1.49%) (360,181) (0.26%)
Other financial liabilites (at amortised cost):
Bank overdraft (15,071,695) (16.61%) (11,430,649) (8.31%)
Accounts payable and accrued expenses (2,891,992 (3.19%) (3,187,855) (2.32%)
(17,963,687) (19.80%) (14,618,504) (10.62%)
Total Liabilities (19,318,721) (21.29%) (14,978,685) (10.88%)

In the opinion of the Directors the carrying amounts of loans and receivables and financial liabilities measured at

amortised cost approximate their fair values.

2008 2007
£ £

Details of Investments
Cost at beginning of the period 135,274,108 126,479,241
Additions 24,386,932 28,356,731
Pending Investments* 4,116,497 7,436,912
Disposals (80,959,388) (25,734,982)
Realised gains/(losses) on investments 9,381,898 (1,263,794)
Cost at end of the period 92,200,047 135,274,108
Unrealised gains on investments 15,508,534 13,797,192
Fair Value at end of the period 107,708,581 149,071,300

*Pending investments are purchases which settled post period end for which cash has been paid prior to the

period-end.

Net gains and losses on financial assets at fair value through profit or loss

2008 2007
£ £

Net (losses)/gains on financial assets at fair value through profit or loss
Realised gains/(losses) on investments 9,381,898 (1,263,794)
Movement in unrealised gains on investments 1,711,342 19,699,834
Realised (losses)/gains on forward currency contracts (24,429,347) 2,197,116
Unrealised (losses)/gains on forward currency contracts (1,394,267) 380,294
(14,730,374) 21,013,450
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1)

2)

Financial risk management

The Company, in pursuing its investment objective set out on page 11, enters into investment transactions in financial
instruments, principally the investment portfolio, the holding of which gives exposure to risks, which include market
risk, liquidity risk, and default/credit risk. Asset allocation is determined by the Company's Investment Adviser who
manages the distribution of the assets to achieve the investment objectives. Divergence from target asset allocations
and the composition of the portfolio is monitored by the Company's Investment Adviser. The nature and extent of the
financial instruments outstanding at the balance sheet date and the risk management policies employed by the
Company are discussed below.

Capital risk management

The Company manages its capital to ensure that it is able to continue as a going concern. The capital structure of
the Company consists of equity attributable to shareholders, including issued share capital, reserves and retained
earnings as disclosed in Notes 6 and 7. In order to comply with The Companies (Guernsey) Law, 2008, the Company
will maintain or adjust capital structure, dividends paid to shareholders, if any, or reduce its outstanding debt.

Gearing ratio

It is not proposed that the Company should have any long-term or fixed structural gearing. If, in the future it was
proposed to introduce such gearing, the introduction of any such gearing would be subject to the prior approval of
Shareholders. The Company may be indirectly exposed to gearing to the extent that underlying funds are themselves
geared. The Company has a loan facility with Northern Trust (Guernsey) Limited of the lower of £30 million or 20 per
cent. of its net asset value for short-term or temporary liquidity purposes. The facility agreement was increased to
the lower of £30 million and 35 per cent. of NAV on 4 November 2008 and expired on 31 January 2009. With effect
from 1 February 2009 the facility was reduced to up to the lower of £20 million and 20 per cent. of NAV. The expiry
date of the facility is the banking day being three calendar months from the date of the bank’s written notice advising
the Company of the termination of the facilities. The next annual review for this facility is due by 28 February 2010.
As at 31 December 2008, this facility was drawdown by £15 million.

Market risk
Market risk embodies the potential for both loss and gains and includes price risk, interest rate risk and currency
risk.

The Company's strategy on the management of investment risk is driven by the Company’s investment objective. The
Company's investment objective is described as set out on page 11 of these financial statements. The Company’s
market risk is managed on a daily basis by the Investment Adviser in accordance with policies and procedures in
place. The Company seeks to achieve its investment objective through investment in an actively managed portfolio
of underlying funds diversified across a range of alternative investment strategies which target emerging and/or
under-exploited sources of alpha. The Investment Adviser allocates the Company’s assets either directly or indirectly
to underlying funds (which may include funds managed or advised by the Investment Adviser) investing across the
following strategies:

e Asian Opportunities

e Emerging Markets Macro

e European Loan Opportunities

e Special Situations

e Healthcare Opportunities

e Commodity Strategies

e Energy & Emissions

e Environmental Strategies

e Short-Term Managed Futures
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

a)

Financial risk management continued

Although the Investment Adviser allocates the Company’s assets among portfolio managers employing one or more
of the strategies described above, the Investment Adviser is not required to follow a rigid investment policy and,
subject to maintaining an appropriate spread of funds and investment strategies, the Company’s assets may be
deployed in whatever funds and investment strategies the Investment Adviser deems appropriate.

The exact number of funds and strategies used may vary over time but the Directors intend that the Company should be
invested directly or indirectly in a minimum of 20 underlying funds implementing at least 4 different strategies at all times.

Generally the Investment Adviser seeks (i) not to invest more than 7.5 per cent. of the Company’s total assets in any
one underlying fund which may be accessed either directly or indirectly (other than in relation to the European Loan
Opportunities strategy which currently comprises a single investment into an existing fund of the Irish RMF Umbrella
Unit Trust), (ii) not to invest more than 20 per cent. of the Company’s total assets in any one underlying fund or funds
managed by a single portfolio manager and (iii) not to invest more than 25 per cent. of the Company’s total assets
in any single strategy, although it may deviate from any such guidelines from time to time, subject always to the
maximum exposures, introduced in accordance with the Listing Rules of the UK Listing Authority, set out in the
investment restrictions on pages 12 and 13.

It is the intention of the Company to be substantially fully invested at all times, although the Investment Adviser may
use its discretion to hold cash or equivalent investments from time-to-time.

Price risk

Market price risk arises mainly from uncertainty about future prices of financial instruments held by the underlying
funds. It represents the potential loss that might be suffered through holding market positions in the face of price
movements. The Company’s investment portfolio is indirectly exposed to market price fluctuations which are
monitored by the Investment Adviser in pursuance of its investment objectives and policies. Adherence to investment
guidelines and to investment and borrowing restrictions set out in the Company’s Investment Policy and stated above
mitigate the risk of excessive exposure to any particular type of fund. In addition to strict adherence to investment
policy restriction, the Company diversifies exposure to market risk by spreading its investments using different trading
strategies. At the reporting date, the assets of the portfolio were allocated in the following strategies:

2008 2007
£ £

Investment Strategy
Asian Opportunities 25,978,640 27,582,463
Commodity Strategies 8,407,455 25,613,361
Emerging Markets Macro 7,356,523 10,990,902
Energy and Emissions 12,611,182 14,515,235
Environmental Strategies 6,305,591 5,441,829
European Loan Opportunities 6,305,591 11,361,625
Healthcare Opportunities 8,251,943 14,480,716
Short-Term Managed Futures 9,458,386 -
Special Situations 18,916,773 31,648,257
Investments in advance 4,116,497 7,436,912
Portfolio total 107,708,581 149,071,300

Price sensitivity analysis

The Company uses the HFRI Fund of Funds Composite Index and the FTSE All Share Total Return Index as
benchmarks to regularly monitor the evolution of the beta of its portfolio and assess overall performance and risk of
its portfolio. The beta of the portfolio is calculated separately versus each of the above-mentioned benchmarks, and
has been reasonably constant throughout the year, but it will change with the composition of the portfolio. The
Investment Adviser uses correlation, beta, standard deviation, among other statistical techniques, to test how the
portfolio might reasonably be expected to react under the prolonged rise or drawdown of its benchmarks, based on
historical data about risk and return. The results of this analysis are used to re-assess risk and if necessary, rebalance
the composition of the portfolio, and the Manager cautions against using the findings of these statistical techniques
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b)

Financial risk management continued

as reliable predictors of future performance. The table below illustrates the likely impact of a rise or fall of the HRFI
Fund of Funds Composite Index by 10 per cent. on the net assets value of the Company at the reporting date, under
the assumption that all other factors remain constant:

Carrying Increase of 10% Carrying Decrease of 10%
amount P&L Impact amount P&L Impact
Financial instruments designated at
fair value through profit or loss — 2008 107,708,581 11,524,818 107,708,581 (11,524,818)
Financial instruments designated at fair
value through profit or loss — 2007 149,071,300 15,503,415 149,071,300 (15,503,415)

Actual trading results may differ from the above sensitivity analysis and those differences may be material.

Interest rate risk

Substantially all of the Company’s assets are non-interest bearing investments and its exposure to interest rate
changes is limited. The Company, however, has a bank overdraft of £15,071,695 (2007: £11,430,649) at the year
end and is therefore subject to cashflow interest rate risk due to fluctuations in the prevailing levels of market interest
rates. The short term investments included within cash equivalents and bank overdraft have an overnight maturity,
and as a result they have a limited exposure to fair value interest rate risk due to fluctuations in the prevailing levels
of market interest rates.

The following table details the Company’s exposure to interest rate risks. It includes the Company’s assets and
liabilities at fair values, categorised by the earlier of contractual repricing or maturity date measured by the carrying
value of the assets and liabilities.

Less than Non-interest

1 month Bearing Total
At 31 December 2008 £ £ £
Assets
Financial assets at fair value through profit or loss
Investments - 107,708,581 107,708,581
Forward foreign currency contracts - 9,999 9,999
Loans and receivables
Cash and cash equivalents 288,104 - 288,104
Accounts receivable - 2,074,839 2,074,839
Total assets 288,104 109,793,419 110,081,523
Liabilities
Financial liabilities at fair value through profit or loss, held for trading
Forward foreign currency contracts - (1,355,034) (1,355,034)
Other financial liabilities (at amortised cost)
Bank overdraft (15,071,695) - (15,071,695)
Accounts payable - (2,891,992 (2,891,992)
Total liabilities (15,071,695) (4,247,026) (19,318,721)
Total interest sensitivity analysis gap (14,783,591)
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

c)

Financial risk management continued

The Company has a facility agreement with Northern Trust (Guernsey) Limited fully described under Gearing ratio in
Note 4.1). The interest rate which applies to all drawings under the facility is calculated at 1.25 per cent. over
Northern Trust (Guernsey) Limited’s cost of funds in the relevant currency. The amount drawn down at 31 December
2008 was £15,071,695 (2007: £11,430,649). Credit facility fees incurred amounted to £149,425 (2007: £37,950).

Less than Non-interest

1 month Bearing Total
At 31 December 2007 £ £ £
Assets
Financial assets at fair value through profit or loss
Investments - 149,071,300 149,071,300
Forward foreign currency contracts - 409,413 409,413
Loans and receivables
Cash and cash equivalents 2,934,367 - 2,934,367
Accounts receivable - 180,109 180,109
Total assets 2,934,367 149,660,822 152,595,189
Liabilities
Financial liabilities at fair value through profit or loss, held for trading
Forward foreign currency contracts - (360,181) (360,181)
Other financial liabilities (at amortised cost)
Bank overdraft (11,430,649) - (11,430,649)
Accounts payable - (3,187,855) (3,187,855)
Total liabilities (11,430,649) (3,548,036) (14,978,685)
Total interest sensitivity analysis gap (8,496,282)

Interest sensitivity analysis

As at 31 December 2008, an increase of 100 basis points in interest rates would have decreased the net assets
attributable to shareholders and changes in net assets attributable to shareholders by £147,836. As at 31 December
2007, an increase of 100 basis points in interest rates would have decreased the net asset attributable to
shareholders and changes in net assets attributable to shareholders by £84,968. A decrease of 100 basis points
would have had an equal and opposite effect.

Actual trading results may differ from the above sensitivity analysis and those differences may be material.

Currency risk

The principal exposure to currency risk arises from investments denominated in currencies other than the base
currency. The value of such investments may be affected favourably or unfavourably by fluctuations in exchange
rates, notwithstanding any efforts made to hedge such fluctuations. A significant portion of the Company’s
investments at the balance sheet date are denominated in currencies other than the base currency hence the
exposure to currency risk in this manner is significant. The Company may from time to time enter into transactions
in derivative instruments and take short positions with a view to hedging the portfolio’s currency exposure. At the
reporting date, the Company has hedged almost all foreign currency position by selling them forward.

As at 31 December 2008, the net currency exposure of the Company expressed in sterling was as follows:

usb EUR GBP Total
£ £ £ £
Investments held at fair value 101,926,152 5,782,429 - 107,708,581
Cash and cash equivalents (15,071,695) 46,529 241,575 (14,783,591)
Other net liabilities (663, 810) (24,580) (128,763) (817,153)
Total net long position 86,190,647 5,804,378 112,812 92,107,837
Effect of forward foreign
currency contracts (Note 13) (90,369,183) (5,452,365) - (95,821,548)
Net exposure (4,178,536) 352,013 112,812 (3,731,711)
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4. Financial risk management continued
As at 31 December 2007, the net currency exposure of the Company expressed in sterling was as follows:

usb EUR GBP Total

£ £ £ £

Investments held at fair value 130,272,763 11,361,625 - 141,634,388

Cash and cash equivalents (8,569,628) 84,367 (11,021) (8,496,282)

Other net assets/(liabilities) 6,247,184 (407,433) (1,410,585) 4,429,166

Total net long position 127,950,319 11,038,559 (1,421,606) 137,567,272
Effect of forward foreign

currency contracts (Note 13) (132,381,615) (11,491,888) - (143,873,503)

Net exposure (4,431,296) (453,329) (1,421,606) (6,306,231)

Since the Company has hedged all its foreign currency position as illustrated by the table above, any subsisting
foreign exchange risk is immaterial so no sensitivity analysis has been carried out.

On 13 November 2008 the Company announced the temporary suspension of its currency hedging arrangements
following a further significant appreciation in the value of the US dollar against sterling and euros. The Directors noted
their intention to reinstate the currency hedging arrangements as soon as practicable, which was achieved on
23 December 2008.

Liquidity risk

The Company's financial instruments include investments in other open-ended investment funds which are not
traded in an organised public market and which generally may be illiquid. As a result, the Company may not be able
to liquidate its investments in these instruments quickly at an amount close to its fair value in order to meet its
liquidity requirements, or to respond to specific events such as a deterioration in the credit worthiness of any
particular issuer. At times of disrupted markets, this may include the imposition of ‘side pockets’ and/or ‘redemption
gates’ sometimes at short notice. This risk is monitored by the Investment Adviser and is mitigated by holding a
diversified portfolio of collective investment schemes that are subject to reasonable rules for redemptions.

The table below analyses the Company's financial liabilities into relevant maturity groupings based on the remaining
period at the balance sheet date to the contractual maturity date. The amounts in the table are the contractual
undiscounted cash flows. Balances due within 12 months equal their carrying balances, as the impact of discounting
is not significant.

Within 1-3

1 month months Total
At 31 December 2008 £ £ £
Bank overdraft 15,071,695 - 15,071,695
Accounts payable 2,866,081 25911 2,891,992
17,937,776 25,911 17,963,687

At 31 December 2007
Bank overdraft 11,430,649 - 11,430,649
Accounts payable 1,501,065 1,686,790 3,187,855
12,931,714 1,686,790 14,618,504

Credit risk
Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an obligation or commitment
that it has entered into with the Company.

Credit risk generally is higher when a non-exchange traded financial instrument is involved because the counterparty
for non-exchange traded financial instruments is not backed by an exchange clearing house. The Company is also
exposed to credit risk on the financial assets with its brokers.

The carrying amounts of financial assets best represent the maximum credit risk exposure at the balance sheet date.
This relates also to financial assets carried at amortised cost as they have a short-term to maturity.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

4. Financial risk management continued
At the reporting date, the Company’s financial assets exposed to credit risk amounted to the following:

2008 2007

£ £

Financial assets at fair value through profit or loss 107,718,580 149,480,713
Accounts receivable 2,074,839 180,109
Cash and cash equivalents 288,104 2,934,367
110,081,523 152,595,189

Credit risk arising on transactions with brokers relates to transactions awaiting settlement. Risk relating to unsettled
transactions is considered small due to the short settlement period involved and the credit quality of the brokers used.

Investments made by the Company and the funds in which it invests may not be regulated by the rules of any stock
exchange or investment exchange or other regulatory body or authority. The counterparties to such investments have
no obligation to make markets in such investments. Furthermore, the Company and such funds will be subjected to
the risk of bankruptcy of, or the inability or refusal to perform with respect to such investments by, the counterparties
with which the Company or such funds deal.

The Investment Adviser carries out rigorous due diligence procedures before investing in an underlying manager’s
fund. Procedures are also in place to monitor the managers on a regular basis, thereby ensuring that the Company
limits its exposure to credit risk on its underlying funds.

The Company monitors the credit rating and financial positions of the brokers used to further mitigate this risk.
Substantially all of the assets of the Company are held by Northern Trust (Guernsey) Limited. Bankruptcy or insolvency
of the Custodian may cause the Company’s rights with respect to securities held by the Custodian to be delayed or
[imited.

All of the cash held by the Company is held by the Custodian and certain other financial institutions. Bankruptcy or
solvency by the Custodian or other financial institutions may cause the Company’s rights with respect to the cash
held by the Custodian and other financial institutions to be delayed or limited. The Company monitors its risk by
monitoring the credit rating of the Custodian and other service providers. If the credit quality or the financial position
of the Custodian and other service providers deteriorates significantly the Investment Adviser may move the cash
holdings to another custodian or financial institution. The credit rating of the Northern Trust Corporation from Standard
& Poor’s at the year end was AA (2007: AA-).

The Company’s Investment Adviser analyses credit concentration based on the counterparty and strategy of the
financial assets that the Company holds. The ten largest holdings of the Company which are exposed to credit risk
at 31 December 2008 are set out in the Manager’s report on page 9.

The Company’s financial assets exposed to credit risk were concentrated in the following industries:

2008 2007

% %

Hedge Funds 97.85 97.96
Banking 1.89 0.12
Others 0.26 1.92
Total 100.00 100.00
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5. Amounts payable and accrued expenses

2008 2007
£ £
Performance fee — 1,651,690
Management fee 121,447 175,554
Audit fee 8,549 15,000
Fund administration fee 9,344 13,194
Secretary fee 6,033 4,353
Custodian fee 20,480 24,855
Directors’ remuneration 17,000 19,617
Interest payable 31,545 12,825
Due to underlying investment funds 2,669,412 1,260,494
Other accrued expenses 8,182 10,273
2,891,992 3,187,855
6. Called up share capital
2008 2007
No. of Shares No. of Shares
Authorised
Unlimited number of shares at no par value - -
Issued at no par value
£ Shares 79,092,126 91,904,379
€ Shares 15,758,167 24,780,276
US$ Shares 1,482,881 5,294,893
Reconciliation of number of ordinary shares
2008 2007
£ Shares No. of Shares No. of Shares
Issued £ shares at the start of the year 91,904,379 87,750,000
Conversion of £ shares 1,827,747 8,129,379
Purchase of own £ shares into treasury (14,640,000) (3,975,000)
Total £ shares in issue (excluding treasury shares) of no par value 79,092,126 91,904,379
£ shares held as Treasury Shares 8,650,000 3,975,000
Total £ Shares at 31 December 87,742,126 95,879,379
2008 2007
€ Shares No. of Shares No. of Shares
Issued € shares at the start of the year 24,780,276 32,250,000
Conversion of € shares (6,066,736) (4,469,724)
Purchase of own € shares into treasury (2,955,373) (3,000,000)
Total € shares in issue (excluding treasury shares) of no par value 15,758,167 24,780,276
€ shares held as Treasury Shares 1,655,373 2,000,000
Total € Shares at 31 December 17,413,540 26,780,276
2008 2007
US$ Shares No. of Shares No. of Shares
Issued US$ shares at the start of the year 5,294,893 10,000,000
Redemption of US$ shares (9,010,533) -
Conversion of US$ shares 5,298,521 (4,305,107)
Purchase of own US$ shares into treasury and cancelled (100,000) (400,000)
Total US$ Shares at 31 December 1,482,881 5,294,893
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6. Called up share capital continued
The rights attaching to the Ordinary Shares are as follows:

a) the holding of existing Ordinary Shares shall confer the right to all other dividends in accordance with the
Articles of Association of the Company.

b)  the existing shareholders present in person or by proxy or (being a corporation) present by a duly authorised
representative at a general meeting have, on a show of hands, one vote and, on a poll, one vote for every share
held.

c) the capital and surplus assets of the Company remaining after payment of all creditors shall, on winding-up or
on a return (other than by way of purchase or redemption of own shares) after conversion, be divided amongst
the shareholders on the basis of the capital attributable to the respective classes of shares at the date of
winding up or other return of capital, and amongst the members of a particular class pro rata according to their
holdings of shares of that class.

The facility to convert between share classes operated in respect of the September 2008, June 2008, March 2008
and December 2007 Conversion Calculation Dates. On the basis of the Conversion Notices received by the Company,
shares were converted between share classes as summarised above.

During the period, the Company purchased 14,640,000 of its own £ Shares for a total value of £14,373,878;
2,955,373 of its own € Shares for a total value of €4,204,962 and 100,000 US$ Shares for a total value of
US$180,360. Out of the Shares purchased, 8,650,000 £ Shares and 1,655,373 € Shares were held in treasury,
while the other remaining Shares were cancelled.

Treasury shares are recorded as part of shareholders’ equity until they are reissued or cancelled as ordinary shares.
Also in issue are 2 founding Ordinary Shares and 1 subordinated non-voting share.

On 1 April 2008, the Company put forward redemption proposals to holders of US$ Shares offering to redeem their
US$ Shares. On 1 May 2008, the Company announced that valid acceptances of the Redemption Offer to US$
Shareholders had been received for 9,010,533 US$ Shares, representing 83.05 per cent. of the Company's Existing
US$ Shares. The Redemption Offer Calculation Date for the Redemption Price was on 30 June 2008 and the
Redemption Price was announced on 29 July 2008. Settlement of the consideration for US$ Shares redeemed under
the Redemption Offer occurred on 31 July 2008.

7. Reserves

Special Retained
Reserve Earnings Total
As at 31 December 2008 £ £ £
Opening balance 120,112,611 17,503,893 137,616,504
Repurchase of own shares into treasury (17,778,367) - (17,778,367)
Redemption of shares (8,499,554) - (8,499,554)
Net loss for the year - (20,575,781) (20,575,781)
93,834,690 (3,071,888) 90,762,802

As at 31 December 2007

Opening balance 127,688,180 556,293 128,244,473
Repurchase of own shares into treasury (7,575,569) - (7,575,569)
Net income for the year - 16,947,600 16,947,600
120,112,611 17,503,893 137,616,504
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a)

b)

c)

Net asset value

The net asset value of each £, € and US$ Share has been determined by dividing the net assets of the Company attributed
to the £, € and US$ Shares by the number of £, € and US$ Shares in issue (excluding treasury shares) at the year end
as follows:

Net assets

attributable to Net Assets
As at 31 December 2008 each share class Shares in issue Per Share
£ Share £72,105,056 79,092,126 £0.9117
€ Share €17,781,230 15,758,167 €1.1284
US$ Share US$2,345,315 1,482,881 US$1.5816
As at 31 December 2007
£ Share £103,239,520 91,904,379 £1.1233
€ Share €39,529,835 24,780,276 €1.5952
US$ Share US$10,507,561 5,294,893 US$1.9845

Significant Agreements and Related Parties

Directors’ Remuneration & Expenses
The annual Directors’ fees comprise £26,000 payable to Mr Jones, the Chairman, and £22,000 to Mr Hill, Audit
Committee Chairman and £20,000 to Mr Dorey. Mr Bowie waived his right to an annual fee of £20,000.

The amount outstanding at 31 December 2008 is disclosed in Note 5.

Manager

Dexion Capital (Guernsey) Limited (the “Manager”) is remunerated at a monthly rate of 0.125% per month of the
Total Assets of the Company (out of which it pays the trail commissions payable to qualifying investors, fees payable
to the Investment Adviser and fees payable to the Investment Consultant) for the provision of investment management
Services.

Additionally, the Manager is entitled to a performance fee, provided the total assets attributable to a class of ordinary
shares at the end of one financial year (having adjusted for any issues, redemptions or repurchases of ordinary shares
arising on conversion of C shares or conversion from or to ordinary shares of other classes and for any contingent
or accrued but unpaid liabilities) are greater than the value of the total assets attributable to that class of ordinary
shares (as adjusted) at the end of any previous financial year, a performance fee equivalent to 10% of the amount
by which the year-end total assets attributable to that class of ordinary shares exceed the greatest value of the total
assets attributable to that class of shares at the end of any previous financial year.

The investment management agreement may be terminated by either party giving to the other not less than twelve
months' notice, or otherwise in circumstances where, amongst other things, one of the parties has a receiver
appointed of its assets or if an order is made or an effective resolution passed for the winding up of one of the parties
or if, following a continuation vote not being passed or if a resolution for the winding-up of the Company is passed.

The management fee is calculated on the NAV Calculation Date in each calendar month and is payable monthly in
arrears. The performance fee is calculated and payable annually in arrears.

The Manager is responsible for the fees paid to RMF Investment Management (the “Investment Adviser”).
The amount outstanding at 31 December 2008 is disclosed in Note 5.

Administrator

HSBC Securities Services (Guernsey) Limited (the “Administrator”) performs administrative duties for which it is
remunerated at a rate of 0.1 per cent. per annum of the Net Asset Value up to £75 million, 0.075 per cent. per annum
of the next £50 million, 0.05 per cent. of the next £125 million and 0.03 per cent. per annum thereafter per annum
(subject to a minimum annual fee of £50,000).

The amount outstanding at 31 December 2008 is disclosed in Note 5.
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d)

e)

10.

11.

12.

Significant Agreements and Related Parties continued

Secretary

Dexion Capital (Guernsey) Limited (the “Secretary”) performs secretarial duties for which it was remunerated at an
annual fee of £24,000.

The amount outstanding at 31 December 2008 is disclosed in Note 5.

Custodian

Northern Trust (Guernsey) Limited (the “Custodian”), is remunerated at an annual rate of 0.07 per cent. of the net
asset value of the Company up to £75 million, 0.065 per cent. of the next £50 million, 0.06 per cent. of the next
£125 million, 0.05 per cent. of the next £250 million 0.04 per cent. of the next £200 million and 0.03 per cent.
thereafter (subject to a minimum annual fee of £18,000).

The amount outstanding at 31 December 2008 is disclosed in Note 5.

Taxation
The Company is registered for taxation purposes in Guernsey where it pays an annual exempt status fee of £600
under The Income Tax (Exempt Bodies) (Guernsey) Ordinances 1989.

Distributions

The Directors do not expect income (net of expenses) to be significant and do not currently expect to declare any
dividends. In the event that future net income is significant, the Directors may consider the distribution of net income
in the form of dividends.

Basic and Diluted Earnings per share

The calculation of the return per £, € and US$ Share is based on the total return for the period attributable to £, €
and US$ Share and on the weighted average number of £, € and US$ Shares in issue (excluding treasury shares)
during the year as follows:

Total return Weighted
attributable to average no. of Return
each share class shares in issue Per Share
For the year ended 31 December 2008:
£ Share £(18,043,077) 85,238,662 £0.2117)
€ Share €(8,781,187) 18,810,174 €(0.4668)
US$ Share US$(2,820,729) 7,001,458 US$(0.4029)
For the year ended 31 December 2007:
£ Share £10,910,605 91,073,494 £0.1198
€ Share €4,732,786 29,292,831 €0.1616
US$ Share US$1,485,255 6,880,454 US$0.2159

The return per share as disclosed is calculated on performance per currency class and is expressed in currency prior
to conversion to reporting currency.

37



DEXION ALPHA STRATEGIES LIMITED 2008 REPORT & ACCOUNTS

13.

14.

Derivatives and hedging

In the normal course of business the Company engages in currency hedging solely to reduce the risk of currency
fluctuations and the volatility of returns which may result from currency exposure. This involves hedging the assets,
which are predominantly US dollar based, to sterling and euro, as appropriate through the use of rolling forward
foreign exchange transactions.

In order to achieve this the Company has the following forward foreign exchange contracts in place as at
31 December 2008:

Gurrency Bought Gurrency Sold Maturity Date Unrealised gain/(loss)

Asset

US$7,954,620 €5,690,000 30 January 2009 9,999

Liabilities

£53,946,526 US$80,000,000 30 January 2009 (988,730)

€17,761,963 US$24,833,000 30 January 2009 (32,432)

£18,047,465 US$26,768,000 30 January 2009 (333,872)
(1,355,034)

At 31 December 2007:

Currency Bought Currency Sold Maturity Date Unrealised gain/(loss)

Asset

€39,718,490 US$57,170,000 31 January 2008 409,413

Liabilities

£65,184,103 US$129,410,000 31 January 2008 (119,821)

£38,148,545 US$75,755,000 31 January 2008 (79,557)

US$22,454,328 €15,600,000 31 January 2008 (160,803)
(360,181)

Fair value information

Many of the Company's financial instruments are carried at fair value on the balance sheet. Usually the fair value of
the financial instruments can be reliably determined within a reasonable range of estimates. For certain other
financial instruments including sales amount due from/to brokers, accounts payable and accrued expenses, the
carrying amounts approximate the fair value due to the immediate or short-term nature of these financial
instruments.

At 31 December 2008, the carrying amounts of hedge funds, whereby the fair values are valued at the net asset
values provided by underlying managers or their administrators, amounted to £107,708,581 (31 December 2007:

£149,071,300).

The major methods and assumptions used in estimating fair values are disclosed in note 2(g) of the significant
accounting policies section.
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15.  Reconciliation of net asset value attributable to equity shareholders to the
published net asset value

£ Share Class € Share Class US$ Share Class Total

As at 31 December 2008 £ € Uss$ £

Published net asset value 72,090,872 17,778,016 2,345,098 90,744,948
Adjustments to net asset value:

Trades dated 31 December 2008,

settled post balance sheet date 4,847 1,099 74 6,102

Directors' fees accrual 9,337 2,115 143 11,595

72,105,056 17,781,230 2,345,315 90,762,645

£ Share Class € Share Class US$ Share Class

per share in £ per share in € per share in US$

Published net asset value 0.9115 1.1282 1.5814
Adjustments to net asset value:

Trades dated 31 December 2008, settled post balance sheet date 0.0001 0.0001 0.0001

Directors' fees accrual 0.0001 0.0001 0.0001

0.9117 1.1284 1.5816

As at 31 December 2007, there is no difference between the net asset value attributable to equity shareholders to
the published net asset value.

16.  Ultimate Controlling Party
In the opinion of the Directors on the basis of the shareholdings advised to them, the Company has no ultimate
controlling party.

17.  Events occuring after the balance sheet date
On January 2009 the Company announced that the rolling 12 month discount floor provision for the Company’s
shares had been triggered. In accordance with the Company’s Articles of Association, a continuation vote to be
proposed by way of ordinary resolution of each currency class meeting has been called for 24 April 2009 as detailed
within the Directors’ Report.

On 10 February 2009, the facility to convert between Share classes operated in respect of the December 2008
Conversion Calculation Date.

For the period from 1 January 2009 to 9 April 2009, the Company purchased and cancelled 3,116,397 of its own £
Shares. Following these transactions and on the basis of the Conversion Notices received by the Company, the
Company’s issued share capital now consists of 76,684,341 £ Shares (excluding treasury shares),
15,275,627 € Shares, 1,368,667 US$ Shares, two founding Ordinary Shares and one subordinated non-voting share.

The Company was granted authority by shareholders at its Annual General Meeting (“AGM”) held on 16 June 2008
to make purchases of up to 14.99 per cent. of its issued ordinary shares which will expire on the earlier of the
conclusion of the Company’s AGM in 2009 and 16 December 2009. On a Extraordinary General Meeting held on
25 March 2009, the Company was granted by shareholders a new authority to make market purchases of ordinary
shares. The new authority will expire on the earlier of 25 September 2010 or the conclusion of the Company’s AGM
in 2010.

Dexion Capital Holdings Limited, of which Robin Bowie is a director, purchased 150,000 £ Shares, 125,000 £
Shares and 400,000 £ Shares on 10 February 2009, 9 March 2009 and 13 March 2009 respectively.
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DISCLOSURE OF DIRECTORSHIPS IN PUBLIC
COMPANIES LISTED ON RECOGNISED EXCHANGES

Company name

Stephen Jones
— Dominion CHIC Fund Limited

Christopher Hill

— Close Fund Management Portfolios Il PCC Limited

— Investec Capital Accumulator Trust Limited

— KKR Guernsey GP Limited (KKR Private Equity Investors LP)
— Merrill Lynch FTSE 100 Stepped Growth and Income Limited
— ELDeRS Investment Company Limited

— Quorum Oil and Gas Technology Fund Limited

— UK Commercial Property Trust Limited

— Sapphire (PCC) Limited

— Thames River Multi Hedge PCC Limited

— Hemisphere Defensive HF (USD) Limited

— Uni-Hedge ICC Limited

— Hemisphere Defensive HF PCC Limited

— The UTl India Fund Limited

Rupert Dorey

— Tetragon Financial Group Limited / Tetragon Financial Group Master Fund Limited
— AcenciA Debt Strategies Limited

— KGR Absolute Return Fund PCC Limited

— AIAF PCC Limited

— AAA Guernsey Limited (AP Alternative Assets LP)

— Partners Group Global Opportunities Limited

— Babcock & Brown Public Partnerships Limited

— Saltus European Debt Strategies Limited

Robin Bowie

— JB Convertible Bond Hedge Fund

— JB Emerging Markets Hedge Fund

— JB Diversified Fixed Income Hedge Fund
— JB Global Rates Hedge Fund

— Dexion Absolute Limited

— Dexion Equity Alternative Limited

— Dexion Trading Limited

Note: In many cases some, but not all, of the classes, cells or incorporated calls of, respectively, a multi class company, PCC

or ICC may be listed.
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GLOSSARY OF HEDGE FUND STRATEGIES

Asian Opportunities

This strategy comprises funds that trade principally
long/short equity strategies in the Asia Pacific region using a
wide range of strategies and markets. The investment
approach is driven by a number of factors, including growth,
value, market timing, country selection and industry. The
managers may have some directional bias, portfolios can be
long or short biased and are usually at least partially hedged
through short sales, and/or the use of index options, and
futures and other derivative products. Leverage is often
employed.

Emerging Markets Macro

The Emerging Markets Macro strategy targets hedge funds
investing in emerging markets using a multi-asset and multi-
strategy approach, taking advantage of natural growth as well
as the many inefficiencies of such markets and low research
coverage in these regions. In order to profit from market
volatility and to manage risk, the invested funds have
maximum flexibility to take long and short positions across
different asset classes in the emerging markets including
equity and debt as well as warrants, rights, options, swaps,
preferred stocks, convertible securities, currencies, and
money market obligations. The underlying hedge fund
managers invest depending upon market conditions,
economic and political developments and the viability of the
investment opportunities.

European Loan Opportunities

Returns are primarily generated by investments in derivatives
referencing a diversified portfolio of non-investment grade
senior secured loans, mezzanine loans and/or high yield bonds
issued by European corporates. There may also be direct
investments in a diversified portfolio of such loans and/or
bonds. The focus is on institutional loan tranches which offer
substantial spreads over LIBOR, and investments are
leveraged approximately five times.

Special Situations

Special situations funds aim to profit from corporate events
that may affect the valuations of securities within a
company’s capital structure, including mergers and
acquisitions, spin-offs, reorganisations, partial spin-offs,
share buy backs, bankruptcy, receivership and share class
arbitrage. These funds have a flexible, broad mandate, which
enables their managers to consistently find interesting
opportunities in both rising and falling markets. Limited
overlap between investments made by the underlying
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managers gives the potential for steady performance
throughout all market environments. These funds typically
invest in specialised areas, resulting in very little duplication
of trade ideas, and so the correlation between managers in
this strategy is relatively low.

Healthcare Opportunities

Healthcare is one of the largest and fastest growing
industrial sectors in leading economies around the globe.
Demand for healthcare is driven by demographic trends
which have helped to establish the sector among the largest
capitalised and highest returning equity market segments.
Complex and characterised by high volatility, the sector is
typified by rapid technological advances and a changing
political and regulatory landscape. Capitalising on the high
prevalence of market inefficiencies necessitates a high
degree of analytical sophistication and a rare balance of
financial and medical knowledge. The breadth and diversity
of the healthcare sector provides hedge fund managers with
an investment universe which offers large return
dispersions, creating plenty of trading opportunities on both
the long and short side.

The healthcare-focused hedge fund specialists aim to keep
a balanced and diversified exposure to the many sub-
industries which make up the healthcare sector, such as
pharmaceuticals, biotechnology, specialty pharmaceuticals
and generics, medical devices and supplies, diagnostics and
life science tools, healthcare providers, payers, service
companies and distributors.

Commodity Strategies

These managers trade mainly in precious metals, base
metals, agriculture and livestock, using a variety of
investment strategies and techniques that are suited to the
markets they trade and as a result will typically exhibit low
correlation to one another. They may be active in particular
sub-asset classes and financial instruments such as
equities, futures, options and swaps. The underlying
portfolios do not rely on a passive ‘long only’ approach but
offer opportunities for investment styles beyond those of
traditional investment strategies.
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Energy and Emissions

Energy funds typically trade instruments such as energy
commodities, futures, options, swaps and energy related
securities. The focus is on investments in global energy
markets, including crude oil, natural gas, refined petroleum
products, coal, emissions and weather. These funds can
invest directly in debt and equity securities of energy related
companies such as those engaged in exploration, drilling,
servicing and transportation, and may allocate a limited
portion of their assets to private investments or other
structures that invest in a wide range of commodities,
futures, securities and derivatives. Fundamental and
technical information is used in order to extract value, while
opportunities in this sector are driven by the imbalance of
demand and supply due to, for example, inadequate natural
resources, capacity limitations and constraints on
distribution. The managers may employ directional, relative
value and event-driven strategies.

Alternative Risk Transfer

Alternative Risk Transfer (‘ART’) managers invest in non-
traditional securities and portfolios in the alternative risk
transfer market. ART securities are used to transfer risks
normally assumed by insurance and reinsurance companies,
including natural catastrophe risks, property, aviation,
weather and other types of insurance-related risks, and
include catastrophe bonds, insurance derivatives, weather
derivatives and related options, swaps and equity. The risks
underlying these securities, such as major hurricanes and
earthquakes, are inherently uncorrelated with the risks
associated with traditional and many other non-traditional
assets. In exchange for assuming underlying risks, investors
are typically paid a spread in excess of a LIBOR-based
coupon. The overall risk profile is managed in an effort to
limit concentration of overall exposure to single event risks.
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Environmental Strategies

The strategy consists of funds focusing on four sub-sectors;
emissions, clean technology, renewable energy and water.
These areas show strong growth potential as a global push
to address pollution, climate change and water shortages is
driving the rapid growth in new industries and markets. The
medium-term growth potential should be sustainable as
governments become increasingly aware of the need to
tackle environmental issues. This is creating opportunities
for skilled hedge fund managers, who can extract alpha from
a variety of equity based and carbon aggregation &
extraction strategies.

Short-Term Managed Futures

Short-Term Managed Futures are quantitative stategies
which employ a mix of mean-reversion, break-out and short-
term momentum models to construct highly contrarian risk
profiles which benefit from realised volatlity. Managers will
trade frequently utilising techincal analysis and the average
holding period is 3-5 days.
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NOTICE OF 2009 ANNUAL GENERAL MEETING
OF SHAREHOLDERS

NOTICE IS HEREBY GIVEN PURSUANT TO THE ARTICLES OF ASSOCIATION OF DEXION ALPHA STRATEGIES LIMITED
THAT the 2009 Annual General Meeting of Shareholders of the Company will take place at 1 Le Truchot, St Peter Port,
Guernsey on 16 June 2009 at 1.00 p.m. for the purpose of considering and, if thought fit, passing the following resolutions:

ORDINARY RESOLUTIONS
1. That the Financial Statements of the Company for the year ended 31 December 2008 with the Report of the Directors
and Auditors thereon be received and adopted.

2. That the appointment of KPMG Channel Islands Limited as Auditors of the Company for the year ending 31 December
2009 together with the fixing of their remuneration by the Directors for that period be and is hereby approved and ratified.

3. That Mr Christopher Hill be re-elected as a Director.
4, That Mr Robin Bowie be re-elected as a Director.

5. That the directors be and are hereby authorised to allot Ordinary Shares and/or C Shares of any currency class (“Relevant
Securities”) as if article 6 of the Articles did not apply to any such allotment PROVIDED THAT this power shall be limited to the
allotment of Relevant Securities of each currency class (or in the case of C Shares which would, on conversion, on the basis of
the net asset value of a Correspondent Share as at a date determined by the directors for the purpose and assuming such
expenses of issue as the directors may determine, convert into) up to 10 per cent. of the number of the same class of Ordinary
Shares in issue as at the date of this resolution or where there are no Ordinary Shares of that currency class then in issue up to
10 per cent. of the aggregate number of Ordinary Shares in issue at the date of this resolution (and for all purposes of calculating
the number of Ordinary Shares in issue, Ordinary Shares held in treasury shall be excluded) and shall expire on the earlier of (i)
the date which is 18 months after the date of this resolution and (i) the conclusion of the next Annual General Megting of the
Company after the passing of this resolution save that (a) the directors may before such expiry make an offer or agreement which
would or might require Relevant Securities to be allotted after such expiry and the directors may allot Relevant Securities in
pursuance of such an offer or agreement as if the power conferred hereby had not expired and (b) the limitation on this power
shall not apply to Relevant Securities allotted on conversion of or in substitution for other Relevant Securities already in issue.

6. That the Company be and is hereby authorised in accordance with section 315 of the Companies (Guernsey) Law,
2008 to make market purchases of Ordinary Shares in the Company (“Market Purchases”) provided that:

(@  The maximum number of Ordinary Shares authorised to be purchased is 14.99 per cent. of the issued Ordinary
Shares of each currency class in issue (excluding Ordinary Shares of that class held in treasury) as at the date
of the Annual General Meeting;

(b)  The minimum price to be paid for Market Purchases for each Ordinary Share is 1 pence and the maximum price
to be paid for Market Purchases is the higher of () 5 per cent. above the average of the mid-market values of
the Ordinary Shares of that class for the 5 business days before the purchase is made and (ii) the higher of the
price of the last independent trade and highest current bid as stipulated by Article 5(1) of Commission
Regulation (EC) 22 December 2003 implementing the Market Abuse Directive as regards exemptions for buy
back programmes and stabilisation of financial investments (No. 2233/2003) and otherwise in accordance with
the Companies (Guernsey) Law 2008; and

()  such authorities shall expire at the earlier of 15 December 2010 or the conclusion of the Company’s annual
general meeting in 2010.

By order of the Board

Company Secretary

Dexion Capital (Guernsey) Limited
1 Le Truchot

St Peter Port

Guernsey —_—
44



DEXION ALPHA STRATEGIES LIMITED 2008 REPORT & ACCOUNTS

NOTICE OF 2009 ANNUAL GENERAL MEETING
OF SHAREHOLDERS CONTINUED

Notes regarding the Annual General Meeting (“AGM”)
Shareholders will only be entitled to attend, speak and vote at the Annual General Meeting if they are registered as the holders of Ordinary Shares at
1.00 p.m. on 14 June 2009. This record time is being set for voting at the Annual General Meeting because the procedures for updating the register of
members in respect of Ordinary Shares held in uncertificated form require a record time to be set for the purpose of determining entitlements to attend
and vote at Shareholder meetings. The Ordinary Shares are included for trading in uncertificated (electronic) form in CREST.

2. A holder of Ordinary Shares is entitled to attend, speak and vote at this Annual General Meeting and may appoint a proxy to attend, speak and, vote in his
place. A proxy need not be a member of the Company. A Shareholder may appoint more than one person in relation to the Annual General Meeting, provided
that such proxy is appointed to exercise the rights attached to a different share or shares held by him.

3. To be valid, the relevant instrument appointing a proxy and the power of attorney or other authority, if any, under which it is signed, or a notarially certified
copy of such power of attorney or other authority, must be received at the office of the Company’s transfer agent, Capita Registrars, Proxy Department, 34
Beckenham Road, Beckenham, Kent, BR3 4TU not less than 48 hours before the time fixed for the meeting or adjourned meeting.

4, CREST members who wish to appoint a proxy or proxies through the CREST electronic proxy appointment service may do so for the AGM and any
adjournment(s) of the meeting by using the procedures described in the CREST Manual. CREST personal members or other CREST sponsored members,
and those CREST members who have appointed a voting service provider(s), should refer to their CREST sponsor or voting service provider(s), who will be
able to take the appropriate action on their behalf. In order for a proxy appointment or instruction made using the CREST service to be valid, the appropriate
CREST message (a “CREST Proxy Instruction”) must be properly authenticated in accordance with CRESTCo’s specifications and must contain the
information required for such instructions, as described in the CREST Manual. The message, regardless of whether it constitutes the appointment of a
proxy or an amendment to the instruction given to a previously appointed proxy must, in order to be valid, be transmitted so as to be received by the
Company’s agent (ID RA10) by the latest time(s) for receipt of proxy appointments specified in the notice of meeting. For this purpose, the time of receipt
will be taken to be the time (as determined by the timestamp applied to the message by the CREST Applications Host) from which the Company’s agent
is able to retrieve the message by enquiry to CREST in the manner prescribed by CREST. After this time any change of instructions to proxies appointed
through CREST should be communicated to the appointee through other means. CREST members and, where applicable, their CREST sponsors or voting
service provider(s) should note that CRESTCo does not make available special procedures in CREST for any particular messages. Normal system timings
and limitations will therefore apply in relation to the input of CREST Proxy Instructions. It is the responsibility of the CREST member concerned to take (or,
if the CREST member is a CREST personal member or sponsored member or has appointed a voting service provider(s), to procure that his CREST sponsor
or voting service provider(s) take(s)) such action as shall be necessary to ensure that a message is transmitted by means of the CREST system by any
particular time. In this connection, CREST members and, where applicable, their CREST sponsors or voting service provider(s) are referred, in particular,
to those sections of the CREST Manual concerning practical limitations of the CREST system and timings.

5. The completion and return of a valid form of proxy will not prevent holders of Ordinary Shares from attending, speaking and voting in person at the meeting
if so desired.

6.  Shareholders (and any proxies or representatives they appoint) agree, by attending the Annual General Meeting, that they are expressly requesting and
that they are willing to receive any communications (including communications relating to the Company’s securities) made at the Annual General Meeting.

7. A list of the names and addresses of all members (other than the Company itself where it holds its own shares as treasury shares) showing the number
of shares respectively held by them shall be available for inspection in the Annual General Meeting meeting room at such office from 15 minutes prior to
the Annual General Meeting’s commencement until its conclusion.
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FORM OF PROXY

I/WE .ottt ettt e et et ettt ettt
(PLEASE COMPLETE IN BLOCK CAPITALS)

Being (a) member(s) of Dexion Alpha Strategies Limited, and entitled to vote, hereby appoint the Chairman of the Meeting or
the representative of the Company Secretary (please delete as appropriate)

As my/our proxy to vote for me/us and on my/our behalf at the Annual General Meeting of the Company to be held at
1.00 p.m. on 16 June 2009 at 1 Le Truchot, St Peter Port, Guernsey and at any adjournment thereof.

Please indicate by placing a cross in the appropriate spaces below how you wish your votes to be cast. Unless otherwise
indicated the proxy will exercise his discretion both as to how he votes and as to whether or not he abstains from voting.

Ordinary Resolutions For Against | Withheld

1. Adoption of the Financial Statements of the Company for the year ended
31 December 2008

2. Appointment of KPMG Channel Islands Limited as Auditors of the
Company for the year ending 31 December 2009 together with the
ratification of their remuneration

3. Re-election of Mr Christopher Hill

4. Re-election of Mr Robin Bowie

5. Authorisation to allot Ordinary Shares and/or C Shares of any currency
class in accordance with the resolution in the Notice

6. Market Purchases of Own Shares

SIGNEA thiS ©.vvveviiccicc day
Of e 2009
[CSI1o ALV T OO TSSOSO PSR PRPOURRRPOUN

Please see Notes on page 2 of this Proxy
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FORM OF PROXY CONTINUED

Notes:

If you desire someone other than the Chairman or a representative of the Company Secretary to act as your proxy,
delete “the Chairman of the Meeting or the representative of the Company Secretary” above and insert the name of
the proxy desired. If you wish to appoint the representative of the Company Secretary to act as your proxy delete
“the Chairman of the Meeting or”. If you do not delete these words and you do not insert the name of an alternative
proxy in the space provided, you will be deemed to have appointed the Chairman of the Meeting as your proxy. Any
such proxy need not be a member of the Company.

In the case of a corporation this proxy must be executed under Common Seal or under the hand of an officer or duly
authorised attorney.

In the case of joint holders the signature of the person whose name stands first in the Register is sufficient.

To appoint more than one proxy you may photocopy this form. Please indicate the proxy holder’s name and the
number of shares in relation to which they are authorised to act as your proxy (which, in aggregate, should not exceed
the number of shares held by you). Please also indicate if the proxy instruction is one of multiple instructions being
given. All forms must be signed and should be returned together in the same envelope.

CREST members should use the CREST electronic proxy appointment service and refer to Note 4 of the Notice of
Annual General Meeting in relation to the submission of a proxy appointment via CREST.

The Company may treat as invalid a CREST Proxy Instruction in the circumstances set out in Regulation 35(5)(a) of
the Uncertificated Securities Regulations 2001.

To be effective this Form of Proxy, duly completed together with any power of attorney or authority under which it is
signed or a notarially certified copy of such power of attorney or other authority, must be lodged with the Company’s
transfer agent Capita Registrars Proxy Department, The Registry, 34 Beckenham Road, Beckenham, Kent, BR3 4TU
not less than 48 hours before the time fixed for the AGM.

The lodging of a completed Form of Proxy does not preclude a member from attending, speaking and voting at the
AGM.

A vote withheld is not a vote in law and will not be counted in the calculation of the proportion of the votes for or
against a resolution.
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FORM OF PROXY CONTINUED

Short Biographies
Please find to follow the short biographies of the Directors who have been proposed for re-election at the AGM:

Christopher Hill, is an Associate of the Chartered Institute of Bankers and was Managing Director of Guernsey International
Fund Managers Limited, part of The Barings Financial Services Group, from 1996 until the Group was sold to Northern Trust
in 2005. He has more than 35 years’ experience in the field of offshore banking and fund administration. He is a non-executive
director of Thames River Multi-Hedge PCC Limited, which is a London listed fund of hedge funds and Chairman of UK
Commercial Property Trust Limited and Investec Capital Accumulator Trust Limited, also listed in London. Mr Hill is also a past
Chairman of the Guernsey Investment Funds Association and a resident of Guernsey.

Robin M J Bowie, was educated at Vanderbilt University, Tennessee. He began his City career as a bond trader at Citibank
in 1984, after which he worked at Goldman Sachs as a credit trader. In 1989, at BZW he developed their ECU and European
Government Bond trading operations and in 1995 moved to HSBC where he was in charge of European Government Bond
trading. In 1998 he became Treasurer of KBC Bank in London with responsibility for the management of interest rate, foreign
exchange and credit risk. He left KBC in 2000 to found Dexion Capital. He is a director of Dexion Capital Holdings Limited, a
Guernsey company which is the holding company of the Manager and the Investment Consultant. He is also a director of
Dexion Absolute Limited, Dexion Equity Alternative Limited and Dexion Trading Limited, which are funds of hedge funds, the
shares of which are listed on the London Stock Exchange. He also sits on the boards of a number of single manager hedge
funds. Mr Bowie is a UK resident.
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