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GROUP PROFILE
for the year ended 30 June 2010

The Group is fully invested with a well-diversified portfolio

. Makalani Holdings Limited ("Makalani®) listed on the JSE on 18 May 2005, after raising
R2.5 billion of capital from institutional and private Investors. The company subsequently
delisted on 1 June 2010 as the linked unit price did not reflect the underlying net asset value of
the company.

» Makalani is a mezzanine financing company that provides funding for Black Economic
Empowerment transactions and targeted investments, such as infrastructure and affordable
housing, as defined In the Financial Sector Charter.

« The capital structure of Makalani comprises ordinary shares which are linked to unsecured,
variable-rate debentures In the ratio of one ordinary share to one debenture.

» Makalani's investment focus is predominantly on mezzanine instruments; but i can also invest
in senior loans, converlible Instruments and, where appropriate, ordinary shares.

» Makalani s managed by Makalani Management Company (Proprietary) Limited ("Manco®).
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INVESTMENT PORTFOLIO
for the year ended 30 June 2010

The portfoiio (excluding loans to subsidiaries and cash) at 30 June 2010 is shown in the table below:

Underlying company | Empowered company Sector o June;g;g
Loans
Brait Brait Financial services 26136
Emira Broad based BEE parties Real estate 159 011
Exxaro Eyesizwe and others Mining 175934
FirstRand wWDB Banks 15 633
Gautrain Bombela Construction 132 81
Mondi Newsprint Shanduka Paper and packaging 16377
Sasol Ufhata Oll and chemicals 10975
Servest Safika Services 179 862
Tourvest Guma Tourism Various 48 674
Ufhata Uthata Various 5000
Preference shares
Brait Brait Financial sarvices 104 155
IT and
Convergence Partners | Convergence Partners telecommunications 119 136
Eyesizwe Eyesizwe and cthers Mining 57 680
Lersko Lereko Various 58 038
Mvelaphanda Group Mvelaphanda Group Services 25 000
Nafhold Broad based BEE parlies Gaming 188 661
Nampak Aka Capital Paper and packaging 45 681
Prostart lzingwe Speclality chemicals 19 996
Sandown Motors True Class Motor retail 378 057
Tongaat Various BEE parties Food and beverage 124 310
Carrying value 1 891 207
Aggregate fair value adjustments for prior periods (21 881)
Fair value adjustments for current year (12 931)
Hedged fair value of portfolio (including derivatives) 1 856 395
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CORPORATE GOVERNANCE
for the year anded 30 June 2010.

Governance ethos

The directors of Makalani Holdings Limited ("Makatani") endorse the Code of Corporate Practices and
Conduct (*King II) contained within the King Report on Corporate Govemance for South Africa of
2002. They are satisfied that the Group has in ail material respects complied with the provisions and
the spirit of the King Il and will be able to meet the requirements of the King Report on Corporate
Governance in South Africa 2009 ("King [II*).

Management and administration

Makalani Management Company (Pty) Lid (*Manco” has been mandated in terms of the
management agreement to manage the affairs of Makatanl. As at 30 June 2010, RMB owned 49% of
the share capital of Manco.

Responsibilities of Manco

In December 2008 unitholders were advised that after careful evaluation and consultation, Makalani
had determined that the listed platform might not be the most appropriate structure for the Group from
a long term perspeclive. Unitholders at that time endorsed a proposal for a winding down of
Makalani. A number of altematives to achieve this were considered by Manco during the year.

As a result of this change in strategy, the management agreement between Makalani and Manco was
renegotiated. The management fees for the year under review have been calculated on the following
basis:
1 July 2009 to 31 March 2010

- 1 % on invested assets (2009: 1%); and

» 0.15% on cash payable quarterly (2009: 0.15%).

1 April 2010 to 30 June 2010
The base fee was reduced due to the corporate action and resultant delisting of the Group to the

following:
+ (\75% on invested assets;
« 0.15% on cash payable quarterly; and
« a performance fee of 10% (2009: 20%) of the retumn in excess of the benchmark. The
benchmark retumn is a three-month JIBAR plus 425 basis points (2009: 450 basis points), after
taking Into account the base fee.
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CORPORATE GOVERNANCE (continued)
for tha year ended 30 June 2010

It remains Manco's responsibility to:

« manage the general administrative activilies of the Group, including the accouinting functions;

+ manage the broader invesiment functions, making recommendations on disposals of
investmants;

+ participate In the management of the investor companies when required;

+ manage the financial matters of the Group, Iincuding managing and monitoring the Group's
gearing and liquidity positions; and

 manage communications with unitholders and other stakeholders.

Stakeholder communication

Makalani actively distributes information to unitholders and ather stakeholders through the print media
and its website (www.makalani.co.za) and meets with unitholders as and when deemed appropriate.

The Board of Directors and Ks committees

Role and function of the board

The directors have a duty and responsibility to ensure that the principles outlined in the King Code
2002 are observed. They have a fiduciary duty 1o act in good faith, with due diligence and care in the
best interest of the Group and al! its stakeholders. All directors subscribe fo the code of ethics which
forms part of the board charter.

Although the board is the focal peint for governance and Is ultimately accountable and responsible for
the performance and affairs of the Group, certain functions linked under the management and
administration section of this report have been delegated to Manco.

In overseeing the winding down of the Group, the direclors are required to exercise leadership,
enterprise, integrity and judgement based on transparency, faimess, accountability and responsibility.
The board Is responslble for ensuring compliance with all relevant laws, regulations and codes.

The board's responsibllity for operational performance Includes identifying risks which impact on the
Group and the monltoring of the management of these risks, internal controls, corporate govemancs,
business plans, key performance indicators, both financial and non-financial and the annual budget.
It oversees all investment decisions.
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CORPORATE GOVERNANCE (continued)
for the year ended 30 June 2010

tn exercising control, the directors are empowered to delegate their authority which they do through
various board committees. Reports from these commlitees are reviewed at quarterly board meetings.

Classification of diractors
For the purposes of this report the classification of directors Is as follows:
* Execulive direciors are employed by Manco;
* Non-execulive directors are employed within the FirstRand Limited Group; and
* Independent non-executive directors are not employed by either Manco or FirstRand Limited.
Direclors who are also directors within the FirstRand Group are classified as independent if they
are classified as independent at FirstRand Group level.

Composition of the board

Makalani has a unitary board structure, with a balance of power and authority to ensure that no one
individual has unfettered powers of decislon making. lts chairman Is an independent non-executive
director. His nearly 60 years expsrience in the financial services industry equips him ideally to lead
the Makalani board. There is a strong element of independent non-executive directors who have
ensured the necessary objectivity essential for the effective functioning of the board. The roles of
chairman and chief executive officer are separate.

At 30 June 2010, the board of Makalanl comprised nine directors. Two of the directors are
executives, one is a non-executive director and the remainder are independent non-executive
directors. The board includes one woman. Refer to table on page 7 for a list of all the directors. Five
of the dirsctors are classified as Black in terms of the Financial Sector Charter.

PRICEVATERHOUSE(COPERS [



CORPORATE GOVERNANCE (continued)
for the year ended 30 June 2010

Appointment of new directors

The charter of the board detalls procedures for appointment of directors to the board. Appoiniments
are formal and a matter for the board as a whole. When appointing directors, the board takes
cognisance of s needs in terms of skills, experience, diversity, size and demographics. The board
has not deemed it necessary to appoint a nominations committese.

In terms of the Group’s Articles of Association, one-third of the directors are required to relire each
year. Non-executive directors are appointed for three years and are subject fo the Companies Act
provisions relating to their removal. The reappointment of non-exscutive directors is not automatic
and is subject to performance and eligibllity. The retirement age is 70.

The directors are encouraged to participate in ongoing training to familiarise themselves with
Makalani's operations, ils business environment, their fiduciary duties and responsibiliies and
unitholder expectations.
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CORPORATE GOVERNANCE (continued)
for the year ended 30 June 2010

Board proceedings

The board mesls quarlerly, and additional meetings are convened when deemed necessary.

During the year the board met quarterly. Additional meetings were held to address implementation of
the wind-down strategy and to deliberate on the new management fee structure. Attendance at the
quarterly meatings was as follows:

20 August 2009 | 4 Decomber 2009 19 February 2010 | 12 May 2010
(Chairman) A ’ v ’
DCM Gihwala' v v v A
RJC Hamer? A v v v
BD Hopkins' v v v v
D Konar' v v v A
GL Minnaar - FD v v v v
K Pillay — CEO v v v v
SEN Sebotsa’ 4 v v v
BJ van der Ross' v v A s

'independent Non-executive Director
? Non-executive Director

v Present

A Apologies
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CORPORATE GOVERNANCE {continued)
for the year ended 30 June 2010

Directors have full and unrestricted access to Makalanl's information and property. They are entitled
to seek independent professional advice at the Group's expense in support of their duties, Non-
execulive directors also have the opportunity to meet separatety without the attendance of the
execufive directors.

Remuneration Commitfea

All the non-executive directors are members of the remuneration committee, which is responsible for
racommending to unitholdars the fees payable to directors for their services. These fees are subject
to unitholder approval at the annual general meeting. Separate remuneration committee meetings
are not held and remuneration-related matters are dealt with in the nommal course of business at
quarterly board meetings.

Audit and Risk Committes

Role

The Makalani audit and risk committee reviews findings and reports from {he Iintemal and external
auditors, The committee assists the board in discharging its responsibilities on the management of
risk, both financlal and non-financial, the safeguarding of assets, financlal control and reporting,
intemnal controls, unitholder reporting and corporate govemance. In doing this, the commitiee takes
cognisance of all applicable laws as well as Intemational Financial Reporting Standards.

The committee is responsible for maintaining a transparent and appropriate relationship with the
external auditors, reviewing the scope, quality and the costs of the statutory audit as well as
questioning their independence and objectivity. The committee Is also responsible for reviewing the
scope and extent of any non-audit services rendered by the external auditors to ensure that their
indepandence is not impaired. The chairman is required to attend the annual general meeting.

In terms of the appropriateness of the financial director of the Group, the commitiee has considered

the experience and expertise of Mr GL Minnaar, and is safisfied with his competence and
performance.

Comprehensive details of the Group’s financlal risk management processes can be found in note 22
of the financial statements.
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CORPORATE GOVERNANCE (continued)
for the year ended 30 June 2010
Composition

The audit and risk committee comprises threa Independent non-executive directors. The chief
executive officer and the financial director of the Group attend the meetings in an ex-officio capacity.
The intemal and external auditors are present at all audit and risk commitiee mestings by invitation
and are able to meet independently with the chairman of the audit committee if required.

Aitendance at the meetings held during the year to 30 June 2010 was as follows:

Audit and risk Comrmitfee Meetings

20 August 2009 | 4 December2009 | 19 February 2009 | 12 May 2010
D Konar (Chairman)’ v v v v
DCM Gihwala' Y v v v
SEN Sebatsa’ v A v A

1independent Non-executive director
v Present

A Apologies
investment process

All investment decislons are made by the entire board,

Manco has managed the current investment process by identifying suitable Financlal Services
Charter (*FSC")-compliant investments consistent with the investment mandate and the Group's
objectives. The fund is now fully invested and the Group Is In a wind-down strategy.

The board has deemed it appropriate that all disposals or other related transactions forming part of
the Group's wind-down strategy should be subject to the approval of the entire board. Directors who
are employed by the FirstRand Group or Manco would recuse themselves from any decisions relating
to transactions within the FirstRand Group, thereby avoiding any conflicts of interest.

PRICEWATERHOUSE(COPERS



CORPORATE GOVERNANCE (continued)
for the year ended 30 June 2010

Counterparty limit

Limits per counterparty across equity, mezzanine debt and senior debt are decided by Manco, subject
to a maximum exposure of 15% of the fotal funds of the Group being invested in any one
counterparty, which will be reviewed going forward in light of the wind-down strategy.

Donations fo political parties

The Group does not make donations to political parties.

The making or acceplance of payments, other than declared remuneration, gifis and entertainment,
as conslderation to act or fall to act in a certain way are prohibited. Directors are required to disclose
any potential conflicts of interest.

Company secretary

AH Amott was appointed company secretary on 25 November 2004. He is suitably qualified and
empowered. He has access to the FirstRand Group secretarial resources. The company secretary
provides support and guidance to the board in matters relating to govemance and ethical practices
across the Group. He assists the board as a whole and diractors individuaily with detailed guidance
as to how their responsibilities should be properly discharged in the best interest of Makalanl. He
facilitates, where necessary, induction and tralning for directors and assists the chairman in
determining the annual meetling timetable. He also serves as secretary to the board committees.
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CORPORATE GOVERNANCE (continued)
for the year ended 30 Juna 2010

Auditor independence

Makalani's financial statements have been audited by independent auditors PricewaterhouseCoopers
Ine. The board and audit and risk committee believe that they have observed the highest level of
business and professional ethics and have no reason to believa that they have not at all times acted
with unimpaired independence. The designated audior from PricewaterhouseCoopers is
Mr Ranesh Hariparsad who was appointed in 2009. Rotation rules require that Mr Hariparsad may
only hold this position for five financial periods.

Detalls of any non-audit services provided by the extemal auditors are disclosed in the financial
statements, logether with fees paid.

Financial Sector Charter

Makalani was esiablished to facilitate the implementation of the FSC by, on the one hand, providing
investors with a suilable listed instrument (linked unit) eaming a commercial retum and qualifying as a
FSC-compliant investment eaming FSC scorecard points, and on the other hand, providing sufficient
funding to drive FSC-compliant investments forward. Makalanl's exclusive mandate has been to fund
BEE transactions and targeted Invesiments as defined in the charter. It is now required to wind-down
its portfofio in the best interests of all its stakeholders.

Non-bank financial institulions' investment mandates are highly regulated and in many instances
preclude or limit investment in unlisted securities and below-investment grade instruments. This
raduces the list of instruments avallable in making FSC-compliant investments. As a result, BEE
consortia find it difficult to source sufficient funding for the implementation of BEE transactions and
other targeted invesiments.

11
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DIRECTORS' RESPONSIBILITY STATEMENT
for the year ended 30 June 2010

In accordance with 1he provisions of the Companies Act of 1973 {Act 61 of 1973), as amended, the
directors are responsible for the preparation, integrity and fair representation of this fifth set of annual
financlal statements of Makalani Holdings Limited, which comply with the Interational Financial
Reporting Standards ("IFRS") and which, In accordance with those standards, fairly present the state
of affairs of the Group at 30 June 2010, and the nel income and cash flows for the 12 months then
ended.

It is the responsibility of the independent auditors to report on the fair presentation of the financial
statements.

The directors are ultimately responsible for the internal controls. The directors discharge these
responsibllities through, inter alia, the management agreement with Manco. In terms of the
management agresment, standards and systems of intemal control are designed and implemented to
provide reasonable assurance as to the integrity and reliability of the financial statements in
accordance with IFRS and to adequately safeguard, verify and malntaln accountability for the Group's
assets. Systems and controls include the proper delegation of responsibliities within a clearty defined
framework, effective accounting procedures and adequate segregation of duties. Systems, controls
and the risk management processes are monitored In terms of the management agreement.

Based on the Information and explanations provided by Manco, and the internal auditors, the directors
are of the opinion that the internal controls are adequate and that the financlal records may be relied
on in preparing the financlal statements In accordance with IFRS and maintaining accountability for
the Group's assets and liabilities. Nothing has come to the attention of the directors to indicate that
any material breakdown in the functioning of the controls, resulting in materia! loss to the Group, has
occurred during the 2010 financial year and up to the date of this report.

12
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DIRECTORS' RESPONSIBILITY STATEMENT (continued)
for the year ended 30 June 2010

The directors have a reasonable expectation that the Group has adequate resources to continue
operating for the foreseeable future. For this reason, the annual financial statements have besn
prepared on a going-concem basis. The Group was delisted in June 2010 and is currently on a wind-
down strategy, however this does not affect the going concemn assumption.

These financial statements which are prepared in accordance with IFRS and presented on pages 17
to 85, were approved by the board of directors on 23 September 2010 and are signed on its behalf by:

aﬂ“@w @X@y

VW Bartlett K Pillay (/
Chairman CEO

23 September 2010

Sandton

13
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DECLARATION BY THE COMPANY SECRETARY
In respect of section 268G (d) of the Companies Act

| declare that, to the best of my knowledge, the Company has lodged with the Registrar of Companies
all such retums as are required of a public company in terms of the Companies Act and that all such
retums are true, correct and up to date.

Ml AL

AH Amoit
BCom, CA(SA)
Company Secretary

23 September 2010
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Reg. No. 1988/012055/21

2 Eghin Road

Sunninghlil 2157

Private Bag X36

Sunminghilt 2157

Telephone +27 (11) 787 4000
Fax +27 (11) 797 5800
WWW.DWE. com/za

INDEPENDENT AUDITOR’S REPORT
to the unit holders of Makalani Holdings Limited

l PricewaterhouseCoopers Ine

We have audited the Group annual financial statements and annual financial statements of Makalani
Holdings Limited, which comprise the consolidated and separate statements of financial position as at
30 June 2010, and the consolidated and separate statements of comprehensive income, changes in
equity and cash flows for the year then ended, and a summary of significant accounting policies and
other explanatory notes, and the directors’ report, as set out on pages 17 to 85.

Directors’ Responsibility for the Financial Statements

The Company's directors are responsible for the preparation and fair presentation of these financial
statements in accordance with Intemational Financial Reporting Standards and in the manner required
by the Companies Act of South Africa. This responsibility includes: designing, implementing and
maintaining intemal control relevant to the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or emor; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the

circumstances.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with Intemational Standards on Auditing. Those standards require
that we comply with ethical requirements and pian and perform the audit fo obtain reasonable
assurance whether the financial statements are free from material misstatement.

An audt involves performing procedures to obtain audit evidence aboul the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial statements, whether dus to fraud or
error. In making thosa risk assessments, the audior considers internal control relevant to the entity's
preparation and fair presentation of the financial stalements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s intemnal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting eslimates made by management, as
well as evaluating the overall presentation of the financial statements.

Exsoutva 5 P Kana (Clugf Exacarvg Oficer) T P Blardn de Chalin D J Fischer (G M Kiumale | 5 Sshoola 5 Submamoney F Tonal
Rastiont Dicgotest in Crarge € A Mackaow

Tha Company's prncipel place of bussnass is & 2 Egin Road, Suniinghl whers o Bat o drecions’ namas it avalabis 104 inspecior:
PricevwalahiousaCoopas Inc is an puthonsed nincial Servioss provicoer
YAT tog. no. 4050174852
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INDEPENDENT AUDITOR'S REPORT (continued)
{o the unit holders of Makalani Holdings Limited

We believe that the audit evidence we have obtained Is sufficient and appropriate to provide a basls
for our audit opinion.

Opinion

In our opinion, the financial siatements present fairly, in all material respects, the consclidated and
separate financial position of Makalani Holdings Limited as at 30 June 2010, and its consolidated and
separate financial performance and its consolidated and separate cash flows for the year then ended
in accordence with Intemational Financial Reporting Standards and in the manner required by the
Companies Act of South Africa.

fricamokes Lau:..CnsfM Ihe

PricewaterhouseCoopers Inc
Director: Ranesh Hariparsad
Registered Auditor

Johannesburg
23 September 2010
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DIRECTORS’ REPORT
for the year ended 30 June 2010

The directors have pleasure in presenting their fifth repori, which forms part of the audited financial
statements of the Group for the year ended 30 June 2010,

The Investment portfolio

The portfolio of the Group is set out on page 2 of this report.

The investment portfolio is spread across a number of assets and across different seclors, The
Group's investment mandate originally limited exposures per counterparty to 15% of His total assets.
However, due to the wind-down scenario prevalent from the prior year, the natural attrition of the
portfolio has resulted in certain asset classes exceeding 15% of the total portfollo.

Group results and financlal stafements

The Group's interest and dividend revenue decreased by 37% to R247 million (2009: R392 million).
Revenue comprised interest income of R10 million on cash (2008: R34 million), interest of R3 million
on Invested assets (2009: R158 million), and dividend income of R144 million on Invested assets
(2009: R200 million).

There was a continuing impact on headline eamings due to write-downs in equity valuations as the
perceived tumaround in the macro economy has not brought the equity markets back to pra-recession
levels. The result of these write-downs was far less extensive than the prior year, with the Group able
to generate headline eamings attributable to unitholders of R203 million or 846 cents per linked unit
(2009: (R1.3 million) or a 6 cents loss per linked untt).

This iumaround in the headline eamings per linked unit Is almost entirely atiributable to the prior year
impairments of the Fuel Group Investments and loans. The Group continues 1o maintain a strong
cash generative element, with cash gensrated from operations of R219 million (2008: R353 mitlion).

The net asset value per linked unit was R100.87 at 30 June 2010 (2009: R100.43). The net asset
value per linked unit is calculated as assets less liabilities (excluding debenture interest payable to
unitholders).

17
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DIRECTORS' REPORT (continued)
for the year ended 30 June 2010

With the change of intention to a wind-down strategy, as announced in previous periods, the Group is
de-gearing itself. A total of R140 million of the preference share funding was therefore repaid during
the period under review. On the 30 July 2010, the Group repald the remaining preference share
facility of R162 million, including accrued dividends.

Operating expenses were R28 million (2009: R29 million), of which R20 million {(2009: R25 million)
was the base management fee relating to the management agreement between the Group and
Manco. The balance of the operating expenses relates to performance fees accrual, audit fees,
directors’ fees and other sundry expenses.

Interest on borrowings for the 2010 financial year relates to the preference share term funding priced
at 76% of the prime lending rate. A large portion of the preference share funding was repaid during
the year resufting in a decrease in the gearing of the Group and a significant reduction in the interest
on borrowings for the 12 month period ended 30 June 2010,

The positive movement in income tax for the 2010 financial year pertains to deferred tax on assessed
tax loss positions, fair value adjustments and STC credits, which the Group anticipates using in
forthcoming years.

The wind-down strategy of the Group has resulted in a reduction in the quantum of the assets under
management. Significant assets that were redeemed or sold during the vear inciude Midas,
FirstRand BEE and Metropolitan. The invested assets at fair value are now R1 875 million compared
with R2 259 million at 30 June 2008,

Share and debenture capital
Authorised
The authorised share capital of the Company comprises 4 250 million ordinary shares of R0.0001

each. Each ordinary share is linked to one debenture of R75 each.

Each debenture is irrevocably linked to each share. Separate transfer of a share or debenture is not
permitted. The debentures are unsecured and carry a variable interest rate as determined by the
directors from time to time. The debentures are repayable on the 99" anniversary of the date of
issue, except if a special resolution by the linked unitholders determines otherwise or in the event of
the Group being wound up.

18
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DIRECTORS’ REPORT (continued)
for the year ended 30 June 2010

The authorised preference share capital of the Company comprises 750 milllon cumulative
redeemable preference shares of R0.0001 each.

Issued

At 30 June 2010, the Issued share and debenture capital (before deducting treasury linked units) of
the Company was 23 746 308 ordinary shares of R0.0001 each and 23 746 308 debentures with a
nominal valus of R75 per debenture.

During May 2010, the Company was delisted through the share buy-back and repayment of
11 096 374 linked units, which were In-tum issued to RMB. The Company also issued 153 740 linked
units to Manco for a consideration of R13.5 million.

In the prior year, the Company issued 333 million preferance shares at a par value of R0.0001 and a
premium of R0,9999 each. During the 2010 financlal year, the Company redeemed 140 million of the
issued preference shares, leaving it with a total of 157 million preference shares in issue at the year
end.

Earmnings

Hsadiine earnings attributable to linked units for the year ended 30 June 2010 amounted to
R203 million (2009: headline loss of R1.3 million), which is equivalent to a 946 cents earning per
linked unit (2009: 6 cants loss per linked unit).

Dividend and Interest distributions fo linked unitholders

The following ordinary dividend and interest distributions were declared by Makalanl:

For the year ended 30 June 2010

Cents per linked unit Capital* Dividend | Interest Total

Interim (declared 22 February 2010) - - 192 192

Proposed (declared 25 August 2010} 1027 573 122 1722
1027 573 314 19814

* Capital to be repaid to unitholders.

19
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DIRECTORS' REPORT (continued)
for the year ended 30 June 2010

For the year ended 30 June 2009

Cents per linked unit Dividend Interest Total
Interim {declared 3 March 2008) - 180 180
Special (declared 2 April 2009) 200 - 200
Final (declared 25 August 2009) 396 124 520
596 304 900
Direclorate;
There were no changes to the directorate in the period under review.
At 30 June 2010, the directors held linked units in the Group as set out below:
Direct Indirect Total Total
QIR beneficial beneficial 2010 2009
D Konar - Lt - 2 500
K Pillay ol 123 160 123 160 -
GL Minnaar - 24 387 24 387 -
- 147547 147 547 2 500

Management and administration

Makalani is managed by Manco in terms of a management agreement between the two companies.
The responsibilities of Manco are outlined on page 3 of this report. During the year under review, the
Group paid a total amount of R20 million (2009: R25 million) to Manco for management services

rendered.
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DIRECTORS' REPORT (continued)
for the year ended 30 June 2010

Manco was not paid any performance fee during the year. A provision for management fees in the
amount of R1Q million (2009: RS million) forms part of the provistons at 30 June 2010.

For the basis of calculation of management faes, refer to page 3 of this report.

Interasts of directors and officers

During the year, no contracis were entered into in which directors or officers of the Group had an
interest which significantly affected the businass of the Group.

Other than as stated below, the directors had no interest in any third party or Group responsible for
managing any of the business activilies of the Group except to the extant that they are unitholders In
Makalani as disclosed above.

The following directors have disclosed their interests in the Group:

Director Interest

RJC Hamer Employee of RMB

K Plllay Employee and shareholder of Manco and Makalani
GL Minnaar Employee and shareholder of Manco

Mr DCM Gihwala is chairman and senior partner of DLA Cliffe Dekker Hofmeyr Inc. (*Hofmeyr"),
which provides professional services to the Group and Manco. The Group has no exclusive
arrangement or contract with Hofmeyr. Mr BJ van der Ross has also declared his interest in the
Emira BEE transaction, which was funded by Makalani.

Details of related party transactions are disclosed on page 78 of this report.
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DIRECTORS’ REPORT (continued)
for the year ended 30 June 2010

Directors' emoluments

The feas and expenses paid to the directors during the period for their services as directors are:

! Resigned 5 December 2008
2 Resigned 29 October 2008

Director 30-Jun-10 30-Jun-09

R'000 R'000
VW Barllett (Chairman) 181 229
DCM Glhwala 194 153
R Hamer 105 56
B Hopkins 156 80
D Konar 259 217
G Minnaar 105 80
MS Moloko' - 66
K Plllay 158 142
SEN Sebotsa 152 171
BJ van der Ross 108 124
L von Moltke? - 70

1418 1 388

Mr RJC Hamer is a ful-time employee of RMB, while Massrs GL Minnaar and K Pillay are full-time
employees of Manco. The fees recelved by them per the above table have been waived and ceded to
their respective employers and do not accrue to them in thelr private capacities. All the above
directors with the exception of Messrs Minnaar and Plllay are non-executive directors.

Massrs Minnaar and Pillay are also directors of the Company’s wholly owned subsidiary, but have nol

eamed any remuneration from that entify.
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DIRECTORS' REPORT (continued)
for the year ended 30 June 2010

Insuran
Makalani has a professional indemnity and protection against crime policy.

Property and equipment

Makalani does not own any property or equipment.

Subsidiary

Makalani's only subsidiary is Makalani Treasury Units (Propretary) Limited (formerly Business
Venture Investment No. 1111 {Proprietary) Limited), a company that was formed during the 2007
financial year to hold Makalani's treasury linked unils. Makalani Treasury Units is a whally owned

subsidiary with a profit after tax of R62 milllon in the cureni period and a loss afier tax of R48 million
in 2008,

an is Jiil
Mr AH Amott is the Company secretary. The address of the company secretary is 4th fioor,
4 Merchant Place, comer Fredman Drive and Rivonia Road, Sandton, 2186. The Company’s

registered office is 4th floor, 4 Merchanl Place, corner Fredman Drive and Rivonia Road, Sandton,
2196. The company operates from The Reserve, 52-54 Melville Road, lllovo, Gauteng, 2196.

Auditors

PricewaterhouseCoopers Incorporated will continue in office in accordance with Section 270 (2) of the
Companies Act of South Africa.

Events subsequent to the reporting date

Subsequent to the reporting date, Makalan! has declared a dividend per share of 573 cenis and a
capitaf distribution of 1 027 cents as outlined on page 83 of this report. During this period, Makalani
also fully redesmed its preference share funding. The Brait investments were fully redeemed at their
carrying value at the end of July 2010.
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STATEMENTS OF COMPREHENSIVE INCOME

for the year 30 June 2010
GROUP COMPANY
Audited Audited Audited Audited
30 June 30 June 30 June 30 June
2010 2009 2010 2009
NOTE R'000 R'000 R'000 R'000
Interest income 2 247 366 391 677 254 400 393 487
Dividend Income from subsidiary and cancelled
- - 13347 4639
units
Fair valye losses 3 (14157) (338 725) {14 157) (338 725)
Fea Income 4 1 060 5582 1080 5 582
Operaling expenses 3 (28338)  (20150) (28338} (29 150)
Indirect taxation 8 {3 833) {3 580) {3833) (3 580)
Operaling profit before Interest 202 100 26 804 222 481 37 253
Interest on borrowings 7 {17 78%) (44 660) (17785} (44 680)
Operaling profit / (loss) 184 315 {16 858) 204 696 (7 407)
Debenture Interest 8 {67 461) {65 168) (74524) (72 004)
Profit/ (loss) before tax 116854 {84 024) 130 172 (78 411)
Taxation 0 19137 17576 19137 15630
Profit / {I for th attributable ¢
(loss) for the year o 135091  (66448) 149308 (63 781)
equity holders
Other comprehensive Income - - - -
Total comprehensive Income / (loss) for the 135 991 (66 448) 149300  (63781)
year
Earnings / (loss) per share {cents) 10 837 (311) 633 (270)
Headline earnings / {loss) per linked unit - T @ 043 .

(cents)

The notes on pages 38 to 85 are an Integral part of the statements of comprehensive income.
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STATEMENTS OF FINANCIAL POSITION

as at 30 Junse 2010
GROUP COMPANY
Audiied Audited Audlted Audited
30 June 30 June 30 June 30 June
2010 2005 2010 2008
NOTE R'000 R'000 R'00D R'O00
ASSETS
Cash and cash equivalents 12 443123 174 116 443123 185 475
Invested assats at falr value 14 1875071 2258604 1875071 2 258 604
Loans and advances at falr value 1850448 2241104 1850446 2241104
Other financial assats at fair value 24 625 17 500 24625 17 500
Derivative financlal Instruments - assets 13 - 204 - 204
Amounts due from stbsldiary 15 - - 221 831 226 040
Taxation 4346 4348 4 346 4346
Deferred taxation 9.1 41 505 22 368 41 505 22 368
TOTAL ASSETS 2364045 2450638 2585878 2677037
EQUITY AND LIABILITIES
Share capltal and premium 16 490 018 528 037 544 764 582 783
Accumulated profit 62 508 11072 81265 5383
Share capital and reserves 552524 539 109 606020 588 166
Debantures 17 4 580 555 1578788 1756148 1744362
Linked unitholders’ interest 2143 070 2117907 2362177 2332 528
Preference share funding — non current 18 - 142 860 - 142 860
Preference shara funding - cument 18 161 987 154 584 161 987 154 584
Derivaetive financial Instruments - liabilities 13 18 676 6038 18 676 6038
Linked unitholders for debenture Interest 26 238 26 477 28 8971 29 255
Other liablittles 19 3 658 § 803 3658 5903
Provisions 20 40 407 5 869 10 407 b 880
TOTAL EQUITY AND LIABILITIES 2364045 2450838 2585876 2677037

The notes on pages 38 to 85 are an Integrel part of the statements of financial position.
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STATEMENTS OF CASH FLOWS
for the year ended 30 June 2010

GROUP COMPANY
Audited Audited Audited Audited
30 .June 30 June 30 June 30 June
2010 2000 2010 2008
NOTE R'000 R'000 R'000 R'000
Cash generated from operations 211 224 082 353 254 244463 364 703
Taxation pald - {8 401) - (6 401)
Interast pald borrowings 7 (17 785) (44 660) {17785) (44 660)
Interesi and dividend distributions {152030)  (147118) (167978) (182 551)
Net cash inflow from operating aclivities 54 287 153 074 58600 140 091
Cash flow from investing activities
Investment in loans and advances 212 381 107 {15 075) 3B1707 (15075)
Invesiment in other financlal assets 21.3 - (26 007) - (260867}
Net movements in investmant from subsidiary - - 4209 {4 658)
Net cash i from Investl
ot cash inflow / (outflow) from Investing 381 707 (41142) 385916 (45 B0D)
activities
Cash flow from financing activities
Repayment of bridga loan - {315 000) = (315 000)
Proceeds from issuse of preference shares - 333 000 « 333000
Redemption of prefarence shares 18 {140 478) (355568) (140478) (35 556)
[
Amounts pald for shares as part of linked unit (38 019) ) (38018) i
repurchase
Amounts received for debentures as part of 11530 ) 11530 )
linked unit lssue
Nat cash outflow from financing activities {166 967) (17556) (166967) (17 556)
Net increase In cash and cash equivalents 269 007 94 376 277 648 85735
Cash and cash equivalents at beginning of year 174 118 79 740 4165 475 79 740
Cash and cash equivalents at end of year 443123 174 116 443123 185475
The notes on pages 38 to 85 are an integrai part of the statements of cash flows.
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GROUP STATEMENT OF CHANGES IN EQUITY
for the year ended 30 June 2010

Share Share Accumulated Total
R'0D0 capital premium profit squity
Balance at 30 June 2008 2 528 035 164425 692 462
Loss for the year attributable to ordinary shareholders - - {66 448) (66 448)
Dividends paid - - (86 905) (86 905)
Balance at 30 June 2009 2 528 035 11072 539109
Profit for the year attributable to ordinary shareholders - - 135 881 135 991
Shares Issued during the period - 2011 - 2011
Sharg [ssue expenses - {40 030) - (40030)
Dividends pald - - {84 557) (B4 557)
Balance at 30 Juns 2010 2 490 016 62508 552524
COMPANY STATEMENT OF CHANGES IN EQUITY
far the year ended 30 Jupe 2010

Share Share  Accumulated Total

R'000 capital  premium profit equity
Balance at 30 June 2008 2 582 781 165 188 747 974
Loss for the year attributable to ordinary shareholders - - (63 781) (63 781)
Dividends paid - - {96 024) (96 024)
Baiance at 30 June 2009 2 582 781 5383 588 166
Profit for the year atiributable to ordinary shareholders - - 148 309 148 309
Shares issued during the period - 201 - 2011
Share issue expenses - (40 030) - (40 030)
Dividends paid - 5 (93 427) (93 427)
Balance at 30 June 2010 2 544 762 61 265 606 029

The notes on pages 38 to 85 are an integral part of the statements of changes in equity.
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NOTES TO THE GROUP FINANCIAL STATEMENTS
for the year ended 30 June 2010

1 Accounting Policles
1.1 Basis of presentation

The Group's annual financial statements have been prepared in accordance with those Intemational
Financial Reporting Standards ("IFRS") and Intemational Financial Reporting Interpretations
Committee (IFRIC™) Interpretations issued and effective at the time of preparing these results and in
the manner required by the Companles Act of South Africa. Standards and interpretations issued but
not yet effective and that the Group will adopt are shown in note 39.

The preparation of annual financial statements in conformity with IFRS requires the use of certain
critical accounting estimates, refer to note 30. It aiso requires managemant to exercise fis judgement
in the process of applying the Group's accounting policies.

All monetary information and figures presented in these financial statements are stated in thousands of
Rands (R'000), unless otherwise indicated.

The Group prepares lts annual financial statements on a going concern basis using the historical cost
basis, except for certain financial assets and liabilities where it adopts the fair value basis of
accounting. These financial asseis and liabiliies include:

» derivative financial instruments; and

= financial instruments designated at falr value through profit and loss.

The comparative financial information as previousty published is for the year ended 30 June 2009.

1.2 Basis of consolidation
The consolidated financial statements includs those of Makalani Holdings Limited and those of its
subsidiary.

1.2.1 Subsidiary company

The financial statements of the subsidiary companies are consolidated from the date on which the
Group acquires effective control, up to the date that such effeclive control ceases and all subsidiaries
adopt the accounting policies of the Group.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

For this purpose subsidiaries are entities, including Special Purpose Entities (“SPEs") in which the
Group, directly or indirectly, has the powar to exercise control over the operations for its own benefit,

The Group conslders the existence and effect of potential voting rights that are presently exercisable or
convertible in determining control.

Investments in subsidiary companies are recognised at cost Jess amaounis written off.
1.3 Infersest income and expense

The Group recognises fair value gains and losses on financial assets designated as held at fair value
through profit and loss in the statement of comprehensive income. Interest income on these assets is
recognised as Interest income at thelr respective effective Interest rates in the statement of
comprehensive income,

The Group recognises Interest expense In the statement of comprehensive Income for debentures
(measured at amorlised cost) using the effective Interest rate method.

The effeclive Interest rata method is a method of calculating the amortised cost of a financial asset ora
financial liability and of allocating the interest income or interest expense over the average expected
life of the financial Instrumaents or portfolios of financial Instrumants,

The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts
through the expected life of the financial instrument or, when appropriate, a shorter period to the net
carrying amount of the financial asset or financial liability. When calculating the effective interest rate,
the Group estimates cash fiows considering all contractual terms of the financial instrument (for
example, prepayment options) but does not consider future credit losses. The calculation includes all
fees and transaction costs between partles to the contract that ara an integral part of the effective
interest rate and all other premiums or discounts.

Dividends received or paid on Instruments with characteristics of debt, such as redesmable preference
shares, are included and accrued In Interest income or expense,

1.4 Dividend income

The Group recognisas dividends that are not recognised as Interest income when the Group's right to

receive payment is established. This is on the ®last day to trade” for listed shares, and on the “date of
declaration” for unlisted shares.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

1.5 Fee incoms

The Group recognises fee incoma on an accrual basis when the service Is rendered.

1.6 Direct and indirect tax

Direct taxes Include South African corporate tax payable, secondary tax on companies, as well as
capital gains tax.

Indirect taxes include various other taxes paid to central and local govemments, including value added
tax and regional services levies.

Indirect taxes are disclosed separately from direct tax in the statement of comprehensive income.

The charge for current tax is based on the results for the period as adjusted for items which are non-
taxable or disallowsd. It is caloulated using tax rates that have bean enacted or substantively enacted
by the staiement of financial position date.

Dividends declared by South African companies are subject fo STC, but the STC liability Is reduced by
dividends received during the dividend cycle. Where the dividends received exceed dividends
declared within a cycle, there is no liability to pay STC. The potential tax benefit related to excess
dividends received Is caried forward to the next dividend cycle. Where dividends declared exceed the
dividends received during a cycle, STC is payable at the current STC rate. The STC expense is
included in the taxation charge In the statement of comprehensive income in the period that the
dividend is paid. Defemed tax assets are recognised on unutifised STC credits to the extent that it is
probable that the Group will declare future dividends to utilise such STC credits.

1.7 Deferred tax

The Group calculates deferred taxation on the comprehensive basis using the liabillty method on a
balance sheet based approach. It calculates deferved tax liabllities or assets by applying corporate tax
rates to the temporary differences existing at each reporting date between the tax values of assets and
liabilities and thelr carying amount, where such temporary differences are expecied to result in taxable
or deductible amounts in determining taxable income for future periods when the carmrying amount of
the assets or liabllilies are recovered or settled.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

The Group recognises defermed tax assets if the directors consider it probable that future taxable
income will ba avaijlable, agalnst which the unused tax losses can be utilised. The Group also
recognises defarrad tax assets arising from unused credits on STC if the Group considers it probable
that the Group will declare dividends against which the unused STC credits can be utifised.

Temporary differences arise primarily from revaluation of certain financial assets and liabilities and tax
losses carried forward, However, the deferred Income tax is not accounted for if it arises from initial
recognition of an asset or liability in a transaction other than a business combination that at the time of
the transaction affects neither accounting nor taxable profit nor loss.

1.8 Recognition of assels

1.8.1 Assels
The Group recognises assets when it obtains control of a resource as a result of past events, and from
which future economic benefits are expected to flow to the Group.

1.8.2 Contingent assels

The Group discloses a conlingent asset where, as a result of past events, it Is highly likely that
economic benefils will flow to it, but this will only be confirmed by the occurrence or non-occurrence of
one or more uncertain future events which are not whofly within the Group's control.

1.9 Liabilities, provisions and contingant liabilities

1.9.1 Liablitties and provisions
The Group recognises liablitties, including provisions, when:
« it has a present legal or constructive obligation as a resull of past events;
« It is probable that an outflow of resources embodying economic benefits will be required to
settle the obligation; and
« raliabla estimata of the amount of the obligation can be made.

Where there are a number of similar obligations, the likelihood that an outflow will be required In
settlement is determined by considering the class of the obligation as a whole. A provision is
recognised even If the likelihood of an outflow with respect to any one item included in the same class
of obligations may be small.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

1.8.2 Contingent liabilities
The Group discioses a contingent llability where:

« it has a possible obligation arising from past events, the existence of which will be confirmed
only by the occurmence or non-occurence of ona or more uncertain future events not wholly
within the contro! of the Group; or

« it has a present obligation that arises from past events but is not recognised because:

o itis not probable that an outflow of resources will be required to seitle the obligation; or
o the amount of the obligation cannot be measured with sufficient reliability.

1.10 Cash end cash squivalents

In the statement of cash flows and statement of financial position, cash and cash equivalents comprise
money on call, instruments issued by banks and balances with banks. Cash and cash equivalents are
short-term, highly liquid investments that are readily convertible to known amounts of cash and which
are subject to an insignificant risk of changes in value. All balances included in cash and cash
equivalants have a maturity date of less than three months.

1.11 Financigl instruments

1.11.1 General
Financial Instruments carried on the statement of financlal position include all assets and liabilities,
including derivative instruments, but exclude deferred tax and tax payable.

The Group recognises financlal assets and financial liabilitles on its statement of financial position
when, and only when, the Group becomes a pariy to the contractual provisions of the instrument.

1.11.2 Financial assefs
The Group classifies s financial assets in the category of financial assets designated at fair value

through profit or loss.

Financial assets are inttially recognised at fair value plus transagction costs for all financial assets not
carried at falr value through profit and loss. Subsequent to initial recognition, gains and losses arsing
from changes In the fair value of the financial assets at falr value through profit and loss and derivative
financial assets are included in the statement of comprehensive income in the period In which they
arise.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

The Group recognises purchases and sales of financial Instruments that require dellvery within the
time frame established by regulation or market convention (regular way purchases and sales) at
setilement date, which is the date the asset is dslivered to or by it. Otherwise such transactions are
treated as derivatives until settlement.

The fair values of quoled investments in active markets are based on current bid prices. If the market
for a financial asset Is not active (and for unlisted securities), the Group establishes fair value by using
valuation techniques, These inciude the use of recent amm's length transactions, discounted cash flow
analyses, option pricing models and other valuation techniquas commonly used by market participants.

The Group classifies derivative financlal instruments as at fair value through profit and loss.

1.11.2,1 Financial assets at fair value through profit and loss
This category has two sub-categories - financial assats held for trading, and those designated at fair
value through profit or loss at inception.

A financial asset s classified as a trading instrument if acquired principally for the purpose of selling In
the short term or if so designated by management.

Financlal assets are designated on initial recognition as "held at fair value through profit and loss" to
the extent that it produces more relevant information because it either:

» results in the reduction of measurement inconsistency (or accounting mismatch) that would arise
as a result of measuring assets and liabilities and the gains and losses on them on a different
basls; or

* Is a group of financial assets that is managed and its performance is evaluated on a falr value
basls, in accordance with a documented risk management or investment strategy, and this is the
basis on which information about the assets is provided intemally to the entity’s key management
personnsl; ar

» ig a financial asset containing significant embedded derivatives that clearly require bifurcation.



NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

Financial assets designated at fair value through profit and loss include:

- loans and advances which are non-derivative financial assets with fixed or daterminable payments
that are not quoted in an active market:

» purchased loans and advances, where the Group has designated such loans and advances as
held at fair value through profit and loss;

* equity investments; and

* equity pariicipation instruments forming part of lending structures, and are included In loans and
advances.

Instruments with characteristics of debt, such as redesmable preference shares, are included In loans
and advances recognised at fair value.

The Group recognises fair value adjustments on financlal assets designated as at fair value through
profit and loss in the statement of comprehensive income within fair value gains or losses in the period
in which they arise. Interest income on these assats is recognised as interest income at the respective
effective rates.

1.11.3 Financial liabilities

Financial liablities are inftially recognised at fair value less transactions costs for all financial liabllities
not carried at fair value through profit and loss. Financlal liabllities are subsequently recognised at
amortised cost, unless held for trading or designated at fair value through profit or loss, and interest is
recognised over the period of the borrowing using the effective interest rate method.

The Group designates certain llabllities at falr value through profit and loss to the extent that it
produces more relevant information because It sither:

* results In the reductlon of measuremant Inconsistency (or accounting mismatch) that would arise
as a resuit of measuring assets and liabilities and the gains and losses on them on a different
basis; or

« is a group of financlal ilabillties that is managed and is performance Is evaiuated on a fair value
basis, In accordance with a documented risk management or Investment strategy, and this Is the
basis on which information about the liablliles is provided intemally {o the entiy's key
management personnel; or

* is a liability containing significant embedded derivatives that clearty requires bifurcation.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

The Group recognises falr value adjusiments on financial llabllities designated as at fair value through
profit and loss in the statement of comprehensive income within falr value gains or losses in the period
in which they arise. Inlerest expense on thess liabllities is included In interest expense to the extent that
it can ba calculaled separately; otherwise it is included in fair value gains or losses.

1.11.4 Derivative financial Instruments

The Group's palicy is to hedge all its fixed interest rate assefs into fioating interest rates. In all
instances where the Group enters into interest rale swaps, these {ransactions are solely to
economically hedge the Group's exposure to interest rates. The Group doss not apply hedge
accounting.

The Group Initially recognises derivative financlal instruments (including interest rate swaps) in the
statement of financial position at fair value and subsequently re-measures these instrumenis at their
fair value with all movements in fair value recognised in the statement of comprehensive income.

The fair value of non-iraded derivatives is based on discounted cash flow models and option pricing
models as appropriate. The Group recognises derivatives as assets when the fair value is positive and
as liabilities when the fair value is negative.

The best evidence of the fair value of a derivative at initial recognition is the transaction price (i.e. the
falr value of the consideration given or received) unless the fair value of that instrument is evidenced
by comparison with other observable current market transactions in the same instrument (i.e. without
modification or repackaging) or based on a valuation technique whose variables include only data from
obsarvable markets. When such evidence exists, the Group recognises profits or losses on day cne.

1.11.5 Derecognition of assets and liabilities

The Group derecognises an asset when the contractual rights to the asset expires, where there is a
transfer of the contractual rights that comprise the asset, or the Group relains the contractual rights of
the assets but assume a comresponding liabllity to transfer these contractual rights to another party and
consequently transfers substantially all the risks and benefits assoclated with the asset.

Where the Group retains substantally all the risks and rewards of ownershlip of the financial assat, the
Group continues to recognise the financlal asset.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

If a transfer does not result in derecognition because the Group has retained substantially all the risks
and rewards of ownership of the transfered asset, the Group shall continue to recognise the
transfemed asset in its entirety and recognises a financial liability for the consideration received. In
subsequent periods, the Group recognises any income on the transferred asset and any expsnse
incurred on the financial liability.

Where the Group neither transfers nor relains substantially all the risks and rewards of ownership of
the financial asset, the Group shall determine whather it has retained control of the financial asset. In
this case:

()] if the Group has not retained control, i shall derecognise the financlal asset and recognise
separately as assets or liabilities any rights and obligations created or retained in the transfer;
or

(i)  If the Group has retained control, it shall continue to recognise the financial asset to the extent
of fis continuing involvement in the financial asset.

The Group derecognises a financial llabllity, or part of a financlal liability, when It is extinguished, l.e.
when the obligation Is discharged or cancelled or expired.

1.11.6 Offsetting financial instruments
The Group offsets financial assets and liabilitles and reports the net balance in the statement of
financial position where:
» there is a legally enforceable right to set off; and
» there Is an Intention fo settle on a net basis or to realise the asset and settle the liability
simultaneously.

1.12 Impairments of financial assets

The Group has designated all its financial assets at their fair value through profit and loss and as such
credit Impalments are included in the computation of fair value gains or losses.

1.13 Intangible assals

The Group expenses the costs incurred on intemally generated intangible assets such as trademarks,
concessions, patents and similar rights and assets, to the statement of comprehensive income in the
period in which the costs are incurmed. The Group has no intangible assets.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

1.14 Debentures

The Group inHially recognises debentures at the fair value of the consideration received. Debentures
are subsequently measured at amontised cost. Transaction costs and discounts or premiums on
debentures issued are amortised on a basis that reflects the effective yleld on the debentures over
their lifespan.

Intersst paid Is recognised in the statement of comprehensive income on an effective interest rate
basis.

Where the Group purchases its own debeniures, the debentures are derecognised from the statement
of financial position and any differences between the carmying amount of the liabllity and the
consideration paid Is included In income.

1.15 Share capitsl

1.15.1 Share issuve cosls
Incremental costs directly related 1o the issue of new shares are shown in equity as a deduction from

equity.

1.16.2 Dividends paid

Dividends on ordinary shares are recognised against equity in the period in which they are approved
by the Group's directors. Dividends declared after the reporting date are not recognised but disclosed
as a pest-balance sheet event.

1.16 Treasury securities

Where the Company ar its subsidiary repurchases the Company’s linked units, the consideration pald
is deducted from total linked unitholders' interest as treasury securities until they are cancelled. Where
such securilles ara subsequently sold or reissued, any consideration recelved is included in linked
unitholders' interest.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

1.17 Seqment reporting

The Group defines a segment as a distinguishable component or business thet prevides elther:
» unique products or services ("business segment”), or
» products or services within a particular economic environment (“geographical segment”), subject
1o risks and rewards that are different from those of other segments.

The Group's operations are considered to be a single business segment at this stage being the
provision of funding 1o BEE transactions and targeted investments, and are all within South Africa.

GROUP COMPANY
2010 2008 2010 2009
R'000 R'000 R'000 R'000
2  Interest Income
Interesl on loans 93 501 157 767 93 501 157 767
Dividends on redeemabla preference shares* 144 122 1990 954 144122 190 954
Interest on subsidiary shareholder loan - - 8146 6 938

Interest on cash and cash equivalents 8743 33056 8 631 33828

247 368 391 677 254 400 308 487

*ltems are classified as financial liabilities under International Financlal Reporting Standards when
the Issuer has a conlracfual obligation to defiver cash or another financial asset to the holder of the
instrument or to Issue a variable number of own shares to selile a fixed amount, regardless of its
legal form. Accordingly dividends recelved on redeemable preference shares are classified as
interesf received. This classHication, however, does not impact the form of dividend and interest
distribution to finked unitholders.

Interest on the subsidiary shareholder loan Is determined from time to time by the directors of the
subsidiary in accordance with a shareholder's loan agreement, subject to good corporate
governance, sound business principles, going concem and future investment requirements. The
effective interest rate on the shareholders loan for the year was 4% (2009: 3%). The
shareholder’s loan is subordinated to all other liabilities of the subsidiary company.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)

for the year ended 30 June 2010
GROUP COMPANY
2010 2009 2010 2000
R'000 R'000 R'00D R'000
3 Fair value losses
Fair value losses on Invested assels at fair value
1315 277 587 1315 277 587
through profit and loss
Falr value losses on derivative Instruments held for
412 842 61138 12 842 61138

trading

14 157 338 725 141587 338 725

Fair value losses consist of the aggregate fair value movements of assets in the portfolio, including
derivative hedging positions. These falr value movements include both positive and negative
movamants in credit migrations and on equity investments.

4 Fee income
Fee Income 1080 5 582 1 060 5582

1060 5582 1060 5 582

The Group eams fees in the form of capital raising fees, commitment fess and structuring fees on
transactions. In accordance with the Group's accounting policy, fees, transaction costs, premiums
or discounts that are an integral part of the transaction are included in the calculation of effective
interest rate and are not recognised separately as fee income.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

GROUP COMPANY
2010 2009 2040 2000
R'000 R'000 R'000 R'000
5 Operating expenses

Operating axpenses comprise:

Auditors' remuneration a6g 583 958 583
- Audil fees 998 538 © 998 538
- Prior year under provision - 45 - 45

Business adverfising « 12 - 12

Directors' fees 1372 1 480 1372 1480

JSE faes 439, 282 439 282

Makalanl Manco management fees™ 19 656 24 923 19 656 24 923
Professlonal fees 316 1243 315 1243
Performance fea 4609 - 4 609 -
Other 9468 627 844 827

28 336 29150 28338 28 150

* Manco management fees consist of management fees paid / payable to Manco. The description of
these fees has been Included on page 3 of this report.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

GROUP COMPANY
2010 2009 2019 2009
R'0D0 R'000 R000 R'0O0Q
6 Indirect taxation
Value added tax 3482 3 401 3482 3491
Other 351 89 351 89
386833 3580 3833 3580
7 _Interest on borrowings
Interest on bridging lean - FirstRand Bank Umited - 32 471 - 32 4T
Dividends on preference share funding - 17785 oTee Y8 S
FirstRand Bank Limited
47 785 44 880 47785 44 660

Interest on borrowings pertains to dividends charged on the preference share funding. Refer to
note 18,

Debenture interest

Distribution to linked unitholders 67 234 84 912 74 268 71721
Amortisation of debenture issue expenses 227 256 256 283
67 481 85 168 74 524 72 004
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

GROUP COMPANY
2010 2009 2010 2008
R'000 R'C0O0 R'000 R'000
9 Taxation
Nomal taxation
- CUrrel'lt - - - -
- Prior year under-provision - 1 948 s -
- Defarred 16 508 11324 16 508 11324
Secondary Tax on Companles
- Current = - . -
- Daferred 2 629 4 308 2629 4 308
190 137 17 576 181437 15630
8.1 Deferred tax assets
Opening balance 22 368 6738 22 368 6738
STC credit 9173 4 887 9173 4 887
Provisions 13495 1871 131085 1871
Charge to the statemeni of comprehensive
Income 46 508 11324 16 508 11324
STC credit charged to the statement of
comprehensive income 2629 4 306 2620 4308
Closing balance 41 505 22 368 41 505 22 368
STC credit 11802 8173 11802 B 173
Assessed loss 17 688 10 000 17888 10 000
Provisions 2914 1643 2914 1643
Fair value adjustments 2101 1552 9101 1552
Total debit balance 41 505 22 368 41 505 22 368

The Group recognises deferred tax assets to the extent that it |s considered probable that future
taxable income will be available against which the unused tax losses can be utilised. The Group
has recognised deferred tax on all deductible temporary differences, unused STC credits and a

portion of the assessed loss as at 30 June 2010.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

GROUP COMPANY
2010 2009 2010 2009
R"000 R'000 R'000 R'000
8.2 Taxation rate reconclliation % % % %

Effective rate of taxation ;1 6.4) 209 (14.7) 19.7
Total taxation has been affected by:
Prior year deferred tax (1.3) (2.3) (12) -
Secondary {ax on companies 22 {5.1) 2.0 {6.5)
Non-taxable Income 34.6 (66.7) 339 (72.1)
Assessed loss 12.6 31.9 11.3 33.7
Other permanent differences (3.7) 48.3 (3.3) 52.2
Standard rate of South African taxation 28.0 28.0 28.0 280

10

Eamings per share and distribution per linked unit

Number of linked units In issue ('000)
Treasury linked units {"000)

23748 23 593

(2 240) (2 240)

23748 23 583

Number of linked units in issue ('00D)

21 506 21353

23748 23 583

Welghted average number of linked units In Issue
('000)

Eamings / (loss) per share (cents)

Headllna eamings / (loss) per share (cents)

Headline eamings reconcillation

21365 21353

637 (311)
837 (311)

R'000 R'000

23 605 23583

633 (210)
633 (270)
R'000 R'000

Profil / (loss) for tha perlod attributable to equity
holders
Adjustments

135001 (66 446)

149300 (63 781)

Headline eamings / (loss)

135001 (66 448)

149300 (63 781)
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)

for the year ended 30 June 2010
GROUP COMPANY
2010 2008 2010 2009
W Ro00ES:  RO0O R'000 RO00
10  Earnings per share and distribution per linked unit (continued)

Headline earnings per linked units - reconciliation
Headline eamings / (loss) 135 891 (68 448) 149 309 (63 781)
Debenture interest ﬂ 461 65 168 74 524 72 004
Profit on repurchase of debentures - - - -
Head los: ble to linked

sadline eamings / (loss) attributable to link e (1 260) 223 833 8223
units
Calculation of distributable earnings
Operating profit before Interest 202 100 25804 222 481 37253
Profit on repurchase of debentures - - - -
Taxation 18 137 17 576 19137 15630

221 237 43 380 241 618 52 883
Proposed distribution to linked unithokiere
Debenture Interest 67 234 64 912 74268 71724
Dividends 84 557 88 805 93 427 26 024
Total distribution to linked unitholders 151 791 151 817 167 695 187 745
44
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)

for the year ended 30 June 2010
GROUP COMPANY
2010 2009 2010 2009
R'000 R'000 R'000 R'000
Earnings per share and distribution per
10 _linked unit (continued) Cents Cents Cents Cents
Total distribution per linked unit 1914 200 1914 900
Debenture interest 314 304 314 304
Dividend 573 506 573 588
Capital 1027 - 1027 -
Interim distribution 192 380 192 380
Interest 192 180 192 180
Dividend - 200 - 200
Final distribution 1722 5§20 17122 520
Interest 122 124 122 124
Dividend 573 306 573 398
Capital 1027 - 1027 -
Headline eamnings / {loss) per linked unit
11 B46 (6) 843 35

(cents)

The Group did not cakulate diluted eamings per share as there are no instances of a potential
dilution. The disclosure of eamings and headline eamings per share set out above, while
obligatory in terms of accounting standards, Is not considered meaningful to investors as the
shares are part of a Iinked unit and a significant part of the eamings is distributed in the form of
debenture interest. The calculation of headline eamings per linked unit, distributable eamings and
the distribution per linked unit as shown above are considered more meaningful. It is to be noted
that the Group has no minorities and therefore no reconcliing items.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

GROUP COMPANY
2010 2009 2010 2009
R'000 R'000 R'000 R'000
12 Cash and Cash equlvalents

Cash on call 443 123 174 118 443 123 165 475

443123 174 116 443123 165475

The effective interest rate achieved during the period on the cash and cash équivalents, including
inferest rate swaps, Is Group: 3.2% (2009: 26.8%); Company: 2.8% (2009; 27.6%). The camying
value of cash and cash equivalents approximates its fair value.

13 Derivative financlal Instruments

Derivative financial Instrumenis consist of interest rate swaps thal the Group has entered into to swap
fixed interest rates on its assets into floating Interest rates based on the three-month Johannesburg
Interbank Agreed Rate ("JIBAR"). Interest rate swaps are used for the purposes of eliminating the risk
of capital losses that the Group faces due to changes in Inferest rates. In all Instances where the
Group enters into interast rate swaps, these transactions are solely to economically hedge the Group's
exposure to interest rate risk. Further information on the financiat risk management of the Group is set
out in nate 22 below.

GROUP AND COMPANY
‘;‘,‘0‘;‘;'“ 2010 Assets Llabllities Net Liabllities
Notlonal | Fair value | Notienal | Fajr value Fajr valua
Interest rate swaps - - 388 060 18676 16 876
30 June 2009 Assets Liabllities Net Liabilities
R'000
Notional | Falr value | Notional | Fair value Falr value
Interest rate swaps T0 670 204 820 644 6038 5834
46
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)

for the year ended 30 June 2010
GROUP COMPANY
2010 2009 2010 2009
R000 R'000 R'000 R000
14  Invested assets designated at fair value through profit and loss

Unlisted
Loans and advances at nominal value 1 587 507 2 206 889 1 587 507 2 206 989
Interest recelvable 280 437 314 995 280 437 314 905
Falr value revaiuation on loans and advances (63 720) (293 026) (53 720) (293 028)
Fair value revaluation on equily participation
instruments 35222 12 166 36222 12 168
Qrdinary shares at nominal value - 54 614 - 54 614
Falr value revaluation on ordinary shares - (54 614) - (54 614)

4 B50 446 2241104 1 850 446 2241104
Listed 24 625 17 500 24625 17 500
Cther financial assets at nominal value 25000 25000 26 000 25 000
Fair value revaluation {375) (7 500) (378) {7 500)

1875071 2 258 604 1875071 2 258 604
Loans and advances at falr value 4 850 446 2241104 1 850 446 2241104
Other financial assats at fair value 24 625 17 600 24625 17 500
Invested assets at falr value comprise:
Loans 750 784 846 815 750 794 B46 815
Preference shares and ordinary shares 1124277 1411788 1124277 1411789

1875071 2250604 1875071 2258604
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NOTES TO THE GROUP FINANCIAL STATEMENTS {continued)
for the year ended 30 June 2010

Makalani has dasignated all of its invested assets as held at fair value through profit and loss.
Invested assets are evaluated and measured on a fair value basis in accordance with the investment
strategy. This Is the basis on which information about the assets is provided intemally. The fair value
revaluation takes into account changes In Interest rates and other financial risks.

The above financial assets are analysed by credit exposure to industry sector in note 22.4.

Equity participation instruments (*EPIs) relate to instances where the Group is entilled to participate in
the growih in the net assst values of the special purpose vehicles ("SPVs") that it has funded. These
instruments, although providing the benefit of belng able to participate in equity upside of the SPVs, do
not form direct Investments In the equity of the SPVs but form an integral part of the funding advanced
to these SPVs,

In valuing EPls, a discount for lack of liquidity and lock-in periods is applied in arriving at a fair value for
these instruments. 1f no discount was applied to these instruments, the financial effect for the current
financial period would be R89 million {2009: R21 million).

The basis for amiving at the valuation of the EPls and ordinary shares is covered In note 30.1
addressing fair value of financlal assets.

The other invested assets in the listed category above comprise a single investment being a listed
convertible preference share issued by Mvelaphanda Group Limited.

GROUP COMPANY
2010 2009 2010 2009
R'000 R'000 R'000 R'0CO
15 Amounts due frcm subsidiary company

Shareholder loan at nominal value - - 219 098 219 098
Interest receivable - - 2733 6942
- = 221 831 226 040
48

PricewATersousE(COPERS



NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)

for the year ended 30 June 2010
GROUP COMPANY
2010 2009 2010 2009
R'000. R'000 R'000 R'000
16 _Share capital and premium
Authorised
4 250 000 000 ordinary shares of R0.0001 each 425 425 425 425
Issued
Group: 21 508 328 {Company: 23 746 308) ordinary . ; o >
shares of R0.0001 each
Share premium 490 16 528 036 544 762 682 781
Total equity 450 018 528 037 844 764 582 783
Number of shares
In Issue at the beginning of the year {'000) 21353 21353 23503 23593
Issued during the year (*'000) 14 250 - 11250 -
Repurchased during the year ('000) {11 097) - {11 097)
In Issue at the end of year ('000) 21 506 21353 23746 23 593
17 Debentures
Issued
Group: 21 506 328 (Company; 23 748 308)
debentures of R75 each 1612075 1601443 780973 17680443
Debsnture issue costs {23 6485) (23 845) {26 298} (26 208)
Debenture Issue costs amortised 4225 1000 1473 1217
Total debentures 1 590 555 1578788 1758148 1744 382
Number of debentures {'000) 21353 21353 23 593 23 583
Issued during the year ('000) 11 25¢ - 11 250 -
Repurchased during the year ('000}) {11 087) {11 007}
In Issue at the end of year (‘000) 21508 21 353 23 748 23 593
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

Each debenture is irrevocably linked to each share. The separate transfer of a share or a debenture is
not permitted. The debentures are unsecured and carry a variable interest rate as determined by the
directors from time to time. The debentures are repayable on the 99th anniversary of the date of issue,
except if a special resolution by the unitholders determines otherwise or in the event of the Group
being wound-up.

The directors determine the debenture interest distribution based on the Group’s distribution policy of
distributing 100% of all after tax income realised in cash and received as interest, subject to good
corporate governance, sound husiness principles, going concem and future investment requirements.
The effective interest rate on the debentures for the period was: 4.2% (2008: 4.1%).

GROUP COMPANY
2010 2009 2010 2009
R'000 R'000 R'000 R'000
18 _Preference share funding

Authorised
750 000 000 cumulative redeemable preference

. 75 75 75 75
shares with a par value of R0.0001
issued
156 965 6 ulative red ble prefere

78 cumulative redeemable preference 16 o 15 0
shares with a par value of R0.0001
Share premium 156 950 297 414 166 950 297 414
Total preference shares 166 966 287 444 156 966 297 444
inning of
Number of shares at the beginning of the year/ 297 444 333 000 207 444 333 000
Issued {"000)
Redeemed during the year (‘000) (140 478) (35556) (140 478) (35 556)
In issue at the end of year 156 986 297 444 156 966 297 444
Accrued dividend 5021 - 5021 -
Less: Current portion repayable within 12 months (164987) (154584) (161987} (154 584)
Non-current portion of the preference share funding - 142 860 - 142 860
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NOTES TO THE GROUP FINANCIAL STATEMENTS {continued)
for the year ended 30 June 2010

The preference share funding is unsecured as part of an inltlal amount of R333 million of which
R171 miilion has been repaid. The preferance share facllity bears interest at 76% of the prime rate,
payable semi-annually in arrears and is fully redeemable by no tater than February 2014,

GROUP COMPANY
2010, 2009 2010 2009
R*000 R'000 R'000 R'O0C
18 _Other liabllities
Other liabilities comprise:
Payables 3658 5903 3658 5903
3658 5903 3658 5903
The camrying value of the preference shares approximates the fair value.
20 Provislons
Provision for performance fee
Opening balance 5000 5000 5000 5000
Charge to statement of comprehensive income 4609 - 4 609 -
Closing balance 9609 5 000 9609 5 000
Other
Opening balance 869 18958 869 1858
Charge fo slatement of comprehensive Income {71) {1 089) {71 (1 089)
Closing balance 798 869 798 809
Totat provisions 10 407 5869 10 407 5 869

The provision for performance fee Is expected fo be settled aver various periods longer than
12 manths while other provisions, consisting of audit and director’s fee provisions are expected lo
be settled within 12 months. The performance fee will be paid in accordance with the basis outlined

on page 3 of this report.

&1

PRICEWATeRHOUSE(COPERS (B



NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)

for ihe year ended 30 June 2010
GROUP COMPANY
2010 2009 2010 2009
R'000 R'00Q R'000 R'000
Notes to the statement of cash
2 flows
211 Cash generated from operations
Operating profit before Interest 202 100 25 804 222 481 37253
Revaluation of assets at falr value 14668 337 820 14 668 337 620
Increase / {decreasa) in bles and
/ (decrease) in payables & 7314 (10 170) 7314 (10170)
provisions
224 082 353 254 244 463 384 703
21.2 Investment in loans and advances
Opening balance 2228938 2 407 714 2228938 2407714
Impairmant (272 313) - (272313) -
Falr value revaluation 203 026 88175 293 026 g8 175
2 249 651 2 506 889 2249 651 2 506 a9
Closing balance {1 867 944) (25219684) (1867944) (2521964)
Balance including fair value (1850 446) | | (2228 938) | (1850 448) | (2 228 838)
Falr value revaluation (17 498) (203 026) {17 498) | (203 026)
381707 (15075) 381707  (150785)
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)

for the year ended 30 June 2010

GROUP COMPANY
2010 2009 2010 2009
R'000 _R000 R'000 RO00
21.3 Investment in other financial assets
Opening balanca 47 500 45233 17 500 45233
Impairment {54 614) - (54 614) -
Falr value revaluation 62114 8314 62 114 8314
25 000 63 647 25000 53 647
Closing balance (25 000) (79614)  (25000) (79 614)
Balance including fair valus (24 825) (17 500) (24 625) (17 500)
Fair value revaluation (375) (62 114) (378) {62 114)
- {26 067) - (26 087)

22 Financlal risk management

22.1 General

Makalanl is a mezzanine financing Company that provides funding for Black Economic Empowerment
(“BEE") fransactions and targeted investments, such as infrastructure and affordable housing, as
defined in the Financial Sector Charter. The Company provides funding fo a wide variety of FSC-

compliant transactions.

Makalani ensures that all significant risks are identified and managed on an ongoing basis. The
Company seeks to limit adverse movements in eamings and equity by managing the statement of
financial position within agreed levels of risk appetite, which is discussed and reviewed by the audit

and risk committes.

Essantial elements and capabilities of the Company's management and control of exposures continues
to be enhanced to assist in delivering growth in a controlled environment and help enable management

to operate more effectively in & changing environment.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

The funding provided by the Group is usually in the form of debt, although it may sometimes be in the
form of equity. The Group is therefore mainly exposed to interest rate and credit risks. The various
risks to which the Group Is exposed and how these risks are managed and mitigated are considered in
greater detail below.

22.2 Interest rale risk

Interest rate risk is the risk that the fair value or future cash flows of a financtal instrument will fluctuate
becauss of changes in market interest rates.

The Group advances money to bomrowers sither on a fixed-interest rate or floating rate basis. Where
the Group has advanced money on a fixed-inlerest rate basls, it will immediately enter into an interest
rate swap fo convert the fixed rate receipis inlo floating rate receipts based on a three - month JIBAR.
The cost of the interest rate swap is usually bome by the borrower. By converting all of its assets into
a floating-Interest rate profile the Group Is able to pay more matched interest and dividends to its
unitholders, as well as to avoid capltal losses when Interest rates change subsequent to entering into
the transactions.

Although the Group is subject to risk of changes In Its floating rate portfolio, this risk is offset by the
Group's own capital structure which is in the form of debentures and short term borrowings which also
atiract variable raies. The Group is effectively a condult structure. Changes in interest rates should
therefore have a comesponding change to profit and loss, before distributions to linked unitholders.

The Group's exposure to assets by interest rate maturity and industry is disclosed under credit risk
below.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

The Group's exposure to interest rate movements is shown in the following sensitivity analysis:

Effects of changes In interest rates

Currently In

GROUP

2010

Interest rate risk
R'000

Statement of comprehensive income ltem

Interest income
Current borrowing interest
Debentura Interest

247 368 206 639 197 893
{17 785) (21 342) (14 225)
(67234)  (soesl) (58 789)

Neat movement

Changes In interest Income

49473 {49 473)

Changes In current borrowing Interest {3 557) 3 557

Changes in debenture interest {13 447) 13 447

impact on total comprehensive Income 32 469 (32 469)

GROUP

2009

Interest rate risk

R'000

Statement of comprehensive Income ftem

Interest income 391 677 470012 313342

Current borrowing Interest (44 860) {53 502) (35728)

Debenture inferest (64 912) {77 894) (51 930)

Net movement

Changes In inlerest income 78335 (78 335)

Changes in current borrowling [nterest (8 932) B8 932

Changes In dabenture interest {12 982) 12 982

Impact on total comprehensive Income 56 421 (56 421)
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)

for the year ended 30 June 2010

Effects of changes In interest rates
Currently In

AFS +20% ) -20%
COMPANY
2010
Interest rate risk
R'000
Statement of comprehensive income item
interest income 254 400 305 280 203 520
Current borrowing interest {17 7885) (21 342) (14 228)
Debenture interest (74 268) (89 122) (59 415)
Net movement
Changes in interest income 50 880 (50 830)
Changes in current borrowing Interest {3 557) 3 587
Changes in debenture interest (14 854) 14 854
Impact on total comprehensive income 32489 (32 489)
COMPANY
2009
Interest rate risk
R'000
Statement of comprehensive income ltem
Interest income 398 487 478 184 318790
Current borrowing interest (44 660) {63 592) {35 728)
Debenture interest (71721) (86 065) {57 378)
Net movement
Changes in Interest income 79 697 (79 697)
Changes in current borrowing interest (8 932) 8 932
Changes in debenture interest (14 344) 14 344
Impact on total comprehensive income 56 421 (56 421)
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

Due to Makalani's policy to provide its unitholders a floating rate exposure to interest rates, interest
income has been increased or decreased accordingly in the sensitivity analysis. Furthermore, due to
Makalani's distribution policy under note 17, debenture interest has been kept In the same ratio to
interest recelved.

The Group acts as a condult type structure and therefore the impact of tax in the interest rate
sensitivity is assumed to be zero.

22.4 Credit risk
Credit risk Is the risk that one party to the financial instrument will cause a financial loss to the ather
party by failing to discharge an obligation.

The Group manages credit risk by placing limits on acceptable risk exposure to Individual borrowers
and industry segments, in addition to the Group's overall maximum permitted exposure per
counterparty of 15% of its capiial in terms of its investment mandate, which will be reviewed going
forward in light of the wind-down strategy, The credit ratings as determined by reference to FirstRand
Bank Limited's rating methodotogies are used in investing and pricing decislons.

Credit risk exposures are reviewed and approved at different levels of investment and credit
committees depending on the materiality of the exposure. Despite overall challenging market
conditions, there are no assets in the portfolio where a counterparty has failed to make a payment
when contractually due.

Preference share investments typlcally make use of underlying shares and related dividend flows for
security on a share cover basis. Loans typically make use of underlying enterprise cash flows under
joan commitments.

All loans and advances make use of covenants to minimise credit and settlement risk associated with
each transactlon, with certain Investments making use of put options and third-party guarantees.

Significant credit and investment exposures are analysed by sector and maturity in the tables below
(Makalani In addition lo the table below also retains credit exposure of R221 million (2009:

R226 milifon) to its wholly owned subsidiary whose assels and income streams periain to the linked
units held in Makalani Holdings):
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NOTES TO THE GROUP FINANCIAL STATEMENTS {continued)
for the year ended 30 June 2010

Credlt risk (continued)

224 GrOUP Inv::itre‘c'la?::ets Total  Revenue  Total
2010
Sector R'000 % R'000 %
Banks 19 263 1 23 406 9
Construction 132758 8 | 16 ﬁ527 7
Engineering - “ 67 0
Flnancial services 130 284 8 10874 4
Food and beverage 140254 6 12620 8
Gaming 193087 8 16839 7
Healthcare . - 3509 1
Insurance - - 2 203. | 1
IT and telecommunications 129 486 ] 7 _96_5 3
Mining 248 582 1" 24 460 10
Motor ratall 331 690 14 43 364_ 18
Oil and chemicals . - 1559 1
Paper and packaging 62921 3 6100 T 2
Real estale 160 127 7 18 052 7
Services 204 487 9 21789 9
Spedlality chemicals : 21017 1 1 551 1
Various 103 114- 4 28 075 | 11
:‘::hu ;r:: :sh equivalents and money market 443 123 38 9743 4
Total 2318193 100 247 366 100
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

Credit risk (continued)
GROUP Inv:;treeamets Total Revenue Total
2009
Sector R'000 % R'000 %
Banks 197 101 ;] 25333 6
Construction 135 037 6 22 610 6
Englneering ‘ 3563 0 435 0
Financial services 131 373 5 19 801 5
Food and beverage 125 370 5 17 487 4
Gaming 176 153 7 23947 6
Healthcare a7 026 1 6 162 2
Insurance 116 053 5 11676 3
IT and {elecommunications 092 477 4 6524 2
Mining 220 429 9 38 351 10
Motor retall 344 172 14 51813 13
Oll and chemicals 9417 0 2015 1
Paper and packaglng 70 670 a 7871 2
Real estate 158 868 7 20 560 5
Services 207 500 9 3027 8
Spediality chemicals 18913 1 2261 1
Transport and logistics - - 36 348 10
Varlous 213 482 9 32078 8
Cash and cash equivalents and money market
Instruments 741186 7 33958 B
Total 2432720 100 391 677 100
54

PRICEWATERHOUSE(COPERS



NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

Credit risk (continued)
COMPANY '“"}’;‘,‘:ﬂaj“::’“ Total  Revenue  Tofal
g(::‘t)or R'000 % R'000 %
Banks 19263 1 23406 9
Construction 132758 6 16 652 7
Engineering i - - 68 0
Financlal services " 12024 6 10874 4
Food and beverage 14025 6 12620 &
Gaming ;93 087 8 16839 7
Healthcare - - - 3 569 | 1
Insurance | - . 2 203. | b |
iT and telecommunications 128 488 5 7 865 3
Mining 248882 1M 24460 10
Motor retail ae0 14 4386 18
Ol and chemicals . 1558 1
Paper and packaging 62 921 3 8 160 2
Rez! estate ieu 127 T 18 052 7
Servioes | 204487 9 2789 9
Speciallty chemicals 2107 1 181 1
Various T a5 4 26073 11
::s:u :1:: tcsm:sh equivalents and money markel 443 123 19 8 631 ' 4
Total 2318184 100 246264 100
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

Credit risk (continued)
COMPANY Invested sesets
2009 fair vaiue Total Revenue Total
Sector R'000 % R'000 %
Banks 187 101 8 25333 6
Construction 135 037 6 22 610 8
Englneering 3563 - 435 -
Financial Services 131 373 5 19 801 5
Food and Beverage 125370 5 17 487 4
Gaming 176 153 7 23 847 6
Healtheare 37 026 1 6162 1
Insurance 116 053 5 11 676 3
IT and Telecommunications 92 477 4 6 524 2
Mining 220 429 8 38 351 10
Motor Retall 344 172 14 51843 13
Oil and Chemicals 8417 - 2015 1
Paper and Packaging 70 670 3 T9M 2
Real Estate 158 868 7 20 560 6
Services 207 500 9 aoa2ri 8
Speciality Chemicals 19913 1 2261 1
Transport and Logistics - - 38 345 10
Varlous 213 482 ] 32078 8
Ez:\u :::: tc:uash equivalents and money market TS - S0z 9
Total 2424 079 100 381 549 100
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

The Group's exposure to the various industry sectors is analysed by maturity in the table below:

GROUP AND COMPANY
Sector i NI S jam syems
R'000 :
Banks 49 263 - - 19263 -
Construction 132758 4438 10 407 8753 111159
Financlal services 130 284 130 284 - - -
Food and beverage 140 254 4970 14 901 120 383 -
IT and telecommunications 120 486 - 129 488 - -
Mining 246 582 - 71084 75488 -
Motor retall 331 8690 28 863 302 827 - =
Paper and packaging 62921 54270 8 651 - _ -
Real estale 160 127 6075 9961 _2160 141 931
Services 204 487 7 562 72125 124 800 _ .
Speciality chemicals zi 017 3453 8271 2757 6536
Gaming 193087 183087 - il e N
Various _ 103115 639 5B 038 - 44 438
Total 1875 071 433642 785751 351614 304084
82
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NOTES TO THE GROUP FINANCIAL STATEMENTS {continued)
for the year ended 30 June 2010

GROUP AND COMPANY

) e Ut 24 L8 ow
R'000

Banks 1687 101 181 510 - 15 591 -
Construction 135 037 - 2862 2 469 122 708
Engineering 3583 3563 - - -
Financlal sarvices 131 373 5628 64 926 60 818 -
Food and beverage 125 370 4971 10579 108 820 -
Healthcare 37026 7616 20410 - -
Insurance 116 053 116 053 - - -
IT and telecommunications 02 477 - - a2 477 -
Mining 220 420 - - 57 288 163 141
Motor retail 344 172 27 435 79 848 237 080 -
Oll and chemicals 9417 - - - 9417
Paper and packaging 70 670 8863 61807 - -
Real estate 158 868 9124 4747 4107 140 880
Services 207 500 7 700 .. 52500 147 300 -
Spediality chemicals 19813 784 8271 5514 5344
Gaming 176 153 - - 176 153 -
Varlous 213 462 6186 20804 172812 4880
Total 2 258 604 a71e 433 344 554 1088 239 446 378
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

The maximum exposure to credit risk before taking into account any collateral held:

30 June 30 June
GROUP % 2010 % 2009
R'000 R'000
Cash and cash squivalents 19 443123 8 174 118
Invested assets at carrying value
Unlisted
Loans, advances and ordinary shares at nominal value 68 1587 507 &2 2281 583
Interest recelvable 12 280437 11 314 985
2311 067 2750 694
Listed
Other financial assets at nominal value 1 25000 1 25 000
100 2336067 100 2775604
COMPANY
Cash and cash equivalents 19 443123 6 165 475
Invested assets at carrying value
Unlisted
Loans, advances and ordinary shares at nominal value 68 1587507 82 2261583
Interest recetvable 12 280437 " 314 995
2311 087 2742053
Listed
Other financlal assets at nominal value 1 25000 1 25000

100 2335087 100 27867053
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)

for the year ended 30 June 2010

The Group's portfolio exposure to credit risk is as follows:

GROUP
2010 Invested
Cash and
B
R%IDR:ﬂ "o cash assets at falr Derivatives Total
equivalents valus through
profit and loss

BBB 443 123 - - 443 1_13
BB - 949 134 - 844 134
B - 422 386 - 422386
cceC 215 904 - 215904
Equlty . 287 647 - 287 647

443 123 1875071 - 2318 184
GROUP Invested

Cash and

2009 assets at falr
By Rating equ:Ihents value through Derivatives Total
R000 profit and loss
BBB 174 116 25 248 204 199 589
BB - 1066 984 - 1 086 884
B - 849 501 - 949 501
Equity - 216 870 - 216 870

174 116 2 258 604 204 2432924
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)

for the year ended 30 June 2010

The Group's portfolio exposure lo credit risk s as follows:

Invested
COMPANY assets at
2010 Cashand  cp vaiue
cash Derlvatives Total
By Rating equivalents through
R'000 profit and
loss _
BBB 443 123 - - 443123
BB - 840134 - 949 134
B - 422 386 - 422 386
CCC 245 904 = 216 804
Equity - 267 647 - 287 847
443 123 1875074 - 2318184
Invesied
‘2:80';' RANY Cashand  assets atfalr
By Ratin cash value Derivatives Total
R‘:‘JOOD 9 equivalents  through profit
and loss
BBB 165 475 25 249 204 180 928
BB - 1066 884 - 1 066 984
B - 849 501 - 949 501
Equity - 216 870 - 216 870
165 475 2258 604 204 2 434 283

Ratings for exposures are determined by reference to FirstRand Bank Limiled's rating methodologies,
which have besn mapped to an intemational scale as used by Standard and Poor’s and Moody's.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)

for the year ended 30 June 2010

Makalani In addition to the above also retains credit exposure of R221 million (2009: R226 million) to
its wholly owned subsidiary via sharehokder loan which Is considered to be an equity type exposure.

The Group's industry exposure to credit risk by sector is as follows:

__GROUP AND COMPANY 2010 2009
Financial services BB BB
Banks BB BB
Mining BB, Equity BB, Equity
Gaming BB BB
Insurance BB BB
Paper and packaging BB, B BB, B
Motor retail B, Ccc B
Food and beverage B B
Real estate BB, B BB, B
Construction BB BB
Services 8, Equity B, Equity
Other BBB, BB, B, BBSB, BB, B,

Equity Equity

Due to the low number of investments in the Group's portfolio, the Group is able to monitar all
exposures Individually on an ongoing basis, and therefore Is able to quantify any specific changes to
invested assets at falr value through profit and loss or cash and cash equivalents not attributable to

changaes In market conditions that give rise 1o market risk.

Ongoing montioring is performed by Manco through interaction with counterparties and FirstRand Bank

Limited's credit risk management function including but not limied to;

* review of facllities at appropriate Intervats; and
» collateral and covenant management.

a7
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

22.4 Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes In foreign exchange rates.

The Group does not have balances denominated in foreign currency as at 30 June 2010 and therefore
is not exposed to any changes in exchange rates.

22.§ Liguidity risk

Liquidity risk Is the risk that an entity will encounter difficulty in meeting obligations associated with
financial liabllities.

The efficient management of liquidity risk is essential to the Group to ensure that financial market
confidence is maintained.

The Group is exposed to the following specific risks assoclated with liquidity risk:
- Funding liquidity risk, whereby the Group Is unable to mest its obligations under extemnal funding
amangements (i.e. other than debentures forming part of its linked unit capital structure.)
« Opportunity liquidity risk, where the Group will be unable to mest an investment commitment when
required and as a result missing an attractive investment opportunity duae to a lack of liquid funds.

The objective of the Group’s cash management policy is /nfer alia to ensure that the Group retains
sufficlent liguidity to meet Hs investment requirements and other abligations.

Funding and cash management policies are effected through forecasting models and monitoring of
gearing.

The remaining contractual maturities for financial and non-financial assets and liabilities at
undiscounted amounts are disclosed in the table below. The table includes the following non-financial
ftems: deferred tax asset (presented on an undiscounted expected cash flow basis); provisions
(presented on a discounted expected cash flow basis) and taxation asset / liabifity (presented on an
undiscounted expected cash flow basis).
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

gagUP Term to maturity

R'000 tessthan  2.4years 4-Syears OverSyaars  Total
Assels

Cash and cash equivalents 443 123 = - - 443 123
Invested assets at fair value

through profit and loss 433 642 785 751 351 614 304 064 1875071
Taxation 4 346 - - - 4 345
Deferred taxation 41 505 - - - 41 505
Liabillties

Derivative financial

instruments {83 208) (133 873) (106 599) {64 202) {388 060)
Debentures - repayable on

9oth anniversary of date of

Issue - - ~ {1590 655) (1590 555)
Preferenca share funding {161 987) - - - (161 987)
Linked unitholders for

debenture Interest {26 238) " - - {26 238)
Provisions (788) - {9 609) - {10 407)
Other liabillty (3 658) - - - (3 658)
Total net surplus/{deficit) 646 639 651 878 235406 (1 350 783) 183140
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)

for the year ended 30 June 2010
g&PgPANY Term to maturity
R'000 Lessthan® 2-4years  4-Syoars OverSyssrs  Total
Assets
Cash and cash equivalents 443 123 - - - 443123
Invasted assets at fair value
through profit and loss 433 642 785751 351614 304 064 1875071
Loan to subsidiary 2733 - . 219 088 221 834
Taxation asset 4 346 - - - 4345
Deferred tax asset 41 506 - - - 41 505
Liabllities
Derivative financial
instruments {83 296) {133 873) (106 589) (64 202) (386 060)
Debentures - repayable on
99th anniversary of date of
issue - . - {1590 555) (1580 555)
Preference share funding {161 987) - - - (101 987)
Linked unitholders for
debenture interest (28 870) - - - (28 970)
Provisions (798) . {9 609) - {10 407)
Other llabilitios (3 658) - - - (3 658)
Total net surplus/(deficit) 646 640 651 878 235408 (1131 685) 402239

70

PRICEWATERHOUSE(COPERS



NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

%r:)gup Term to maturity
R'000 L”; et::" 1 2.4 years 4-Syears  Over5years Total
Asseots
Cash and cash equivalents 174116 - - - 174 118
Derivative financial
instruments 18 444 - 14020 10 582 43 048
Invested assets at falr value
through profit and loss 379 433 344 554 1088 239 446 378 2258604
Taxation asset 4 348 - - - 4348
Deferred tax asset 22 368 - - - 22 368
Liabllitles
Derivative financial

- (12 343) - - (12 343)
instruments
Provisions (869) - (5 000) - (5 869)
Debentures - repayable on
99® anniversary of date of - - - {1578798) (1578798)
issue
Preferenca share funding {154 584) {142 860) - - (207 444)
Other liabilities (5 903) - - - (5 903)
Total net surplusi{deficit) 437 354 189 351 1097258 (1121 838) 602 123
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

ggjlgPANY Term to maturity
R'000 Lessihanl  2-4years  4-5years  OverSyears  Total
Assets
Cash and cash equivalents 165 475 - . - 165 475
Derivative financial
instruments 10 444 o 14 020 10 582 43 046
Invested assets at fair value
through profit and loss 379 433 344 554 1088 239 448 378 2 258 604
Loan to subsidiary 6942 - . 219 088 226 040
Taxation asset 4 348 - - - 4 346
Deferred tax asset 22 368 - - - 22 388
Liabllitles
Derivative financial

= (12 343) - - (12 343)
instruments
Provisions {869) - (5 000) - (5 889)
Debantures - repayable on
99" anniversary of date of - - - (1744362) (1744 362)
Issue
Preference share funding (154 584) (142 860) - - (207 444)
Other liability (5 903) - s . (5 903)
Total net surplusi{deficit) 435 652 188 351 1087258 (10868 304) 653 950
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

22,6 Capital risk

The Group needs to manage its capital so as to safeguand the Group's ability to continue as a going
cancemn In order to provide retums for the unitholders and benefils to the stakeholders and to maintain
an optimal capita! struclure to reduce the cost of capital.

For risk management purposes, the Group considers its linked units {consisting of share capital, share
premium, debentures and retained eamings, refer notes 16 and 17) as its capital.

The Group assessas its capital adequacy against estimates of capital requirements so as to be able 1o
absorb unexpected losses thal may arise from the risks facing the Group.

The Group manages capital risk through ongoing monitoring and active management of credit risk and
gearing of the Group. The Group has set a gearing targel of 25% of debt to total assets, As at
30 June 2010, the gearing ratio was less than 6.9% (2009: 12.1%). There have been no significant
events that impacted on capital during the period under review.

22.7 Price risk

Price risk is the risk that the falr value or future cash flows of a financial instrument will fiuctuate
because of changes in market prices (other than those arising from interest rate risk or currency risk),
whether those changes are caused by factors specific to the individual instrument or its issuer, or
factors affecting all similar financial instruments traded in the market.

The Group holds listed investments which are monltored on an ongoing basis. Where listed equlties
are used as securities, or as part of funding arrangements (i.e. EPIs), these positions are also

monitored on an ongoing basis. Uniisted equity investmenis are monitored on an active basis through
Interaction with management.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year anded 30 June 2010

The sensitivity analysis for price risk

The effect of changes in market prices on retained eamings is as follows:

2010 - Equity particlpation Instrurnents R00D R'000 R'000

Price risk 30 June 2010 +10% -10%

Statement of comprehensive income line item

Fair value galn 24 066 26 462 21651
Net movement {2 408) 2406
Impact on profit or loss after tax {2 408) 2 406
2009 - Equity particlpation instruments R'000 R'000 R'000
Price risk 30 June 2009 +10% -10%

Statement of comprehensive Income line tem

Fair value losses (208 834) (9 254) (34 B47)
Net movement 18 580 (5814)
Impact on profit or loss after tax 19 580 (5814)

In arriving at the Increases and decreases in fair value gainsflosses In the sensitlvity analysis, listed
equity prices to which the Group is exposed were adjusted. Due to the equity nature of the
instruments no adjustments were made for tax purposes.

As at and around 30 June 2010, Makalani's portfolio is linked to listed prices and therefore a 10%
move in the underlying shere market is considared significant and is used for the purposes of the

sensitivity analysis.

Due to the nature of the equity participation Instruments the Group's exposure is limited to the upside
potantial of these instruments.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)

for the year ended 30 June 2010

23 Falr value of financial instruments

The Group classifies fair value measurement using a fair value hierarchy that reflects the significance
of the inputs used In making the measurements; this is done for instruments recognised at fair value.
The Group's fair value hierarchy have the foliowing levels:

Level 1 - Fair value is determined using unadjusted quoted prices in active markets for identical assets

or liabilitles;

Level 2 - Fair value s determined using inputs other than quoted prices included within Level 1 that are
observable for the asset or liabllity, either directly (i.e. as prices) or indirectly; and

Level 3 - fair value Is determined using a valuation technique and inputs for the asset or liability that

are not based on observable market dala (unobsarvable Inputs).

The following table presents the financial instruments recognised at falr value on the consolidated

statement of financial position of the Group:

R'000

Assets

Loans and advances - - 1 850 448 1 850 446
Ordinary share Investments 24 626 - - 24 626
Total financlal assets at fair value 24 625 - 1 850 446 41 B75074
Liabllities

Darivativa financlal instruments - 18676 - 18676
Total financial liabliities at falr value - 18 676 - 18 676
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

Changes In level 3 fair value instruments

The Group classfifies financial instruments in level 3 of the fair value hierarchy when there is at least
one significant unobservable input to the valuation model. In addiion to thesa unobservable inputs fo
the valuation model for leval 3 financial instruments typically also rely on a number of inpuls that are
readily observable either directly or indirectly. Therefore, the gains and losses presented below
include changes in the fair value related to both observable and unobservable inputs.

The following 1able shows a reconclliation of the beginning and ending balances for fair valued assets
and liabilities classified as levet 3 in terms of the fair value hierarchy. '

7%
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

24 Sector analysis

The Group's operations are considered to be a single segment at this stage and segment reporting is
therefore not presented as the business consists of granting funding to BEE transactions and targeted
investments in South Africa. Instead, a sector analysis is presented under the credit risk section. The
Group's credit and investment exposures are analysed by sector and maturity in note 22,

25 Related party transactlons

Parties are considered to be related if one party has the abillity to control the other party or exerclse
significant influence over the other party in making financlal or operational decisions. Details of the
directors’ remuneration are set out on page 22. The Group did not have any transactions with key
personnel or their immediate family members other than as disclosed in these financlal siatements. In
view of the fact that Manco is an associate of RMB, the additional disclosure below 1s glven in the
interest of greater transparency and good corporate govermnance.

GROUP COMPANY

2010 2008 2010 2009
B, R'000 R'000 R'000 R'000
Transactions for the period ended
Management fee paid to Manco 19 656 20355 19658 20 355
Invested assets acquired from RMB - 49 638 - 49 638
Invested assets sold to RMB 55385 -| s5385 -
invested assets redesmed via RMB 31814 81648 | 31814 81648
Interest paid to treasury unit subsidiary - - 2733 8317
Dividends paid to treasury unit subsidiary - - 8 870 9117
Interest received from treasury unit subsidiary - - 8 146 2285
RMB advisory fee - delisting 2700 -| 2700 .-
RMB commitment fees - delisting 7 208 -| 7208 -
Transaction fees pald to Manco - delisting 5268 -1 5268 -
Shares issued to Manco 2014 -1 2011 -
Debenturss issued to Manco 11530 -1 11530 -
Dividends received from treasury unit
subsidiary ' -| 13350 4637
Balances at year end '
Cash and cash equivalents with FirstRand
Bank Limited 443123 174 116 | 443 423 165 475
Swap contracts entered with RMB
- Assets at fair value - 478 730 - 478 730
- Liabilitles at fair value 338 060 484 564 | 3688060 484 564
Praference share funding from RMB 161 887 2097 444 | 161 887 297 444
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

During the 2010 financial year, the Lifa Healthcare asset was redeemed via RMB at the carrying value
of R31.8 million {cum interest). Metropolitan A3 Preference Share asset was sold to RMB for R55m.

Datails of the preference share funding facllities with RMB are contained within note 18.

Interest and dividends paid to treasury unit subsidiary comprise of interest and dividends paid to
Makalani Treasury Units (Proprietary) Limited (“TreasuryCo"), which holds Makalani's treasury linked
units. Dividends and interest received from TreasuryCo, as well as shareholder loans to TreasuryCo
are disclosed above,

26 Contingent liabilities

The Group is not aware of any contingent liabillties.

27 CapHal commitments

The Group has no Imevocable commitments to invest funds in potential new transactions. All
commitments will be met from the Group's existing cash resources and/or borrowings.

28 Borrowing powers

In terms of the Group’s Articles of Assoclation, the Group may from time to time borrow such sums as
the directors deem fit. The board has approved for the Group to incur borrewings of up 1o R750 million
for the purpose of performing repurchases and making new Investments. The Group, however, does
not intend to incur further long-term borrowings,

29 Share based payments
The Group did not enter into any linked unit based transactions or arrangements during the year.

30 Critical accounting estimates and Judgements in applying accounting policies

The Group makes estimates and assumptions that affect the reported amounts of assets and liabllities.
Estimates and judgements are continually evaluated and are based on historical experience and other
factors, Including expectations of future evenis that are belleved to be reasonable under the

circumslances.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

30.1 Fair value of financial assets

The falr value of financial instruments that are not quoted in active markets are determined by using
valuation techniques. Where valuation techniques (for example, models) are used to determine fair
values, these are validated and periodicatly reviewed by qualified personnel. All models are reviewed
before they are used, and models are calibrated to ensure that outputs reflect actual data and
comparativa market prices. To the extent practical, models use only ohservable market data, however,
areas such as credit risk (both own and counterparty), volatilities and correlations require management
o make estimates. Changes In assumptions about these faclors could affect the reported fair values
of financial instruments.

30.1.1 Loans and advances designated at fair value through profit and loss ("Loans and advances?) are

valued using a combinstion of the following:

= mapping o intemational scale ratings from extemal rating agencies for any credit migration
which are estimated and not always necessarily supported by prices from any observable
market prices;

= discounting future cash flows by reference to published price quotations in an active market
for changes in market prices for fixed rate assets where applicable; and

» discounting estimated future cash flows not necessarlly based on avallable observable
market data in instances of impairment forming part of fair value. The Group makes use of
management forecasts, the Capital Asset Pricing Model, relevering beta's and peer
comparison in arriving at fair value.

30.1.2 Ordinary shares under fair vaiue through profit and loss ("Ordinary shares”)
Unlisted ordinary shares are valued using a combination of the following which are supported by both
cbservable market prices and managament estimations in addition to items under 30.4.1 above:

= eamings multiples;

= discounted cash flows of the underlying business;

*  industry valuation benchmarks; and

« avallable market prices.

30.1.3 Equity participation instruments ("EPIs")

The value of EPIs are calculated as the net asset value of the structure to which the EPI is attached.
The asset portion Is marked to market to the relevant listed counter or unlisted asset. The llability
portion is sourced per the relevant funding provided. A discount is then applied to the net asset value.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

30.1.4 Income laxes

The current income tax charge is calculated on the basis of the tax laws enacted or substantively
enacted at the reporting date In the countrias where the Group's subsidiaries and associates operate
and generate taxable income. Management pericdically evaluates positions taken In tax retums with
respect to situations in which applicable tax regulation is subject to interpretation. It establishes
provisions whers appropriate on the basis of amounts expected fo be palid to the tax authorities.

The Group has recognised deferred tax on all deductible temporary differences, unused STC credils
and a portion of the assessed loss. The Group has not recognised the full vaiue of the assessed loss
as a deferred tax asset due to the conduit nature of the Group and the wind-down strategy as
communicated to the market. Management therefore do not believe that sufficlent future taxable
profits will be generated for the foreseeable future against which the full value of the assessed loss
could be utilised.

The total assessable loss for the year amounted to R92 million. However management has applied
judgement and limited the deferred tax asset by only raising deferred tax on R63 million of the total
assessable loss. The resulting deferred tax asset was R17 milllon. Management have calculated this
value by using the current year taxable income as an ideal "proxy" year, and assuming a similar
taxable income for the next 3 years. Management then present valued (at 10%, being the curent
prime rate) the 3 years taxable income to obtain an estimate of future taxable profits that will be used
to reverse the current year defemed tax asset on the assessed loss. A similar estimation will be made
going forward.

30.1.5 Linked units

IAS 32 — Financial instruments: Preseniation and disclosure requires the Group, as an issuer of a non-
derivative compound financial Instrument (linked untt), o evaluate the terms of the financlal instrument
to determine whether it contains both a liabllity and an equity component.

The Group's linked units, as disclosed in notes 16 and 17, contain elements of liability and equity and
therefore the proceeds from the issue of the linked units were split at Initial recognition between the
liability and equity component. The Group applied judgement in determining the allocation of the
proceeds from each linked unit into llability and equity components. The basis of the split Is that the
Group intended to invest 75% of its capltal in interest-bearing assets that would provide the required
retum on the debentures issued and 25% Into dividend-bearing assets for dividend income and capital
growth from these assets and that would provide a residual return for the ordinary shares issued.

at
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

This significant judgement Is applied only when linked units are initlally issued, as |AS 32 requires
classification of the llability and equity components of a compound instrument not to be revised once
the liability and equity split has been completed at initial recognition. Subsequent changes in tha
investment mix would not have an impact on the initial split of existing linked units, but would have an
impact on the liability and equity split of linked units issued or repurchased at a later date.

31 Linked units repurchase and Issue

During May 2010, the Group was dalisted through the share buy-back of 11 086 374 of its issued
linked units for a total, which were in-tum issued to RMB. The Group also issued 153 740 linked units
to Manco for a consideration of R13.5 million as part payment of R18.8 million transaction fees.
Treasury units are currently held through a 100% held subsidiary.

In calculating the allocation of the consideration paid and transaction costs to the equity and debenture
components of the linked units, the methodology applied is consistent with that used in the original
allocation of the separate components of the proceeds received by the Group when the linked units
were first issued. The consideration paid was allocated to the debenture and equity component of the
finked unit in the ratio of 75% and 25% respeclively.

The expenses incurred as a result of the buy-back and delisting of the Group were deducted from

premium.
32 Property and equipment
The Group does not own any property and equipment.

33 Leases

The Group does not have any leases (elther as a lessee or lessor).

34 Forelgn currency

The Group does not have any balances or transactions denominated in foreign currency for the year
ended 30 June 2010.

35 Commodities

The Graoup does not have any commoditles as at 30 June 2010.
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

36 Employee benefits

The Group does not employ any staff, having contractad its management to Manco.

37 Events subsequent to the reporting date

Subsequent o the reporting date, Makalani has declared a dividend per share of 573 cents and a
capital distribution of 1 027 cents as outlined in the declaration of final dividend and Interest.

During this period, Makalani also fully redeemed s préference share funding. The Brait investments
were fully redeemed at thelr carrylng value at the end of July 2010.

38 Subsldiary

Details as to the only subsidiary of the Group are outlined on page 23 of this report.
The Company curently owns 100% of the issued share caplital at a value of R100 and advanced a
shareholder loan of R219 million to the subsidiary.

39 Standards and interpretations Issued but not yet effective

The Group will comply with the following new standards and interpretations applicable to its business
from the stated affective dates:

Effective date

Amendment to IFRS 1 First-time Adoption of International
Financial Reporting Standards (“IFRS 17)

The amendment provides relisf to first-ime adopters of
International Financial Reporting Standards from providing the
additional disclosures introduced in March 2009 by the | Annual periods
amendment to IFRS 7 Improving Disclosures about Financial | commencing on or
Instruments. The additionat disclosure requirements included in | after 1 July 2010
the amendmenti to IFRS 7 requires enhanced disclosures about
the fair value measureament and liquidity risk.

This amendment will not have an Impact on the Group, as the
Group has already adopted IFRSs.

IFRS 1
(amended)
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

Effective date

IFRIC 14
(amended)

IAS 19-The Limit on a Defined Benefit Asset, Minimum
Funding Requirements and their Interaction

The amendmant applies in limited clrcumstances when an entity
is subject to minimum funding requirements and makes a
voluntary early payment of contributions to cover those
requirements. The amendment pemits such an entity to treat
the benefit of such an early payment as an asset,

This amendment is not expected to have an impact to the
Group.

Annual periods
commengcing on or
after
1 January 2011

IFRIC 19

Extinguishing Financlat Liabllities with Equity Instruments

The interpretation provides guidance on the accounting
treatment of transactions where a financial liability is
extinguished by the Issue of equity instruments. These
transactions are often referred to as debt for equity swaps.

This amendment s not expected to impact the Group's results
significantly.

Annual periods
beginning on or
after 1 July 2010

IFRS 9

Finandial Instruments

The IFRS is the first phase in the IASB's three-part project to
replace the current IAS 39 Financial {nstruments: Recognition
and Measurement. This phase deals with the classification and
measurement of financial assets. Financlal assets can be
classified as financial assets at amortised cost or fair value.
The classification s based on the entity's business model for
managing the financial assets and the contractual cash flow
characteristics of the financial asset.

This standard is not expected to resut in matenal
reclassifications however the Group Wil reconsider the
classification of its financial assets into financial assets at
amortised cost or fair value,

Annual periods

beginning on or

after 1 January
2013

IAS 24
(amended)

Related Party Disclosures

The amendmant removes certain of the disclosure requirements
for government related entities and clarifies the definition of a
related party.

This amendment addresses disclosure In the annual financial
statoments and will not affect recognition and measurement.
The impact on the revised disclosure is not expected to be
significant.

Annual periods
commencing on or
after
1 January 2011
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NOTES TO THE GROUP FINANCIAL STATEMENTS (continued)
for the year ended 30 June 2010

Effective dale
Classification of rights Issues
The amsndment clarifies the accounting for rights issues that
are denominated In a currency other than the functional Annual periods
currency of the issuer. The amendment requires the rights P
IAS 32 . R baginning on or
{amended) issues offered pro rata to all of an entity's existing shareholders after 1 Fabrua
to be classified as equlity Instruments regardless of the cumency 2010 &4
in which the exercise price Is denominated,
This amendment is not expected to have an impact on the
Group.
Improvements to IFRS
As part of lts annual improvements projects, the I1ASB has
issued its ediions of annual improvements. The annual
improvement projects aim is to clarfffy and improve the
accounling standards. The Improvements inciude those Annual periods
involving terminology or editorial changes with minimal effect on oommenclbg on or
recognition and measurement, after 1 January
2010
Annual Annual Improvements projects undertaken in the 2009 calendar
Improvements | 7o Annusl pariods
commencing on or
afler
1 January 2011
axcept for the
Annual improvements projects undertaken in the 2010 calendar | IMPprovements to
year. IFRS 3 and |IAS
27 that are
effective for
annual periods

There are no significant changes in either of the Improvement
projects that are expected to affect the Group.

commencing on or
after 1 July 2010
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DEFINITIONS

for the year ended 30 Juna 2010

Throughout these annual financial statements and annexures thereto, unless otherwise stated or the
context otherwise indicates, the words in the first column shail have the corresponding meaning stated
oppostte them in the second column, words In the singular shall Include the plural and vice versa,
words importing natural persons shall include corporations and associations of persons and any
reference to one gender shall include the other genders:

*Act® or “Companies Act”
‘BEE"

“board of directors”
IBV!!

“CEQC”

*debenture”

“dematerialised linked units®
“directors”
"EPI”

IFD-

*FirstRand"

*FSC*

*FSC-compliant
investments®

“FSC scorecard”

“the FirstRand Group”

the Companies Act 61 of 1973, as amended;
Black Economic Empowerment;
the board of directors of Makalani;

Business Venture Investmants No.1111 (Proprietary) Limiled, a
wholly owned subsidiary of Makalani;

Chief Executive Officer of Makalanj Hoklings Limited

an unsecured variable rate debenture with a nominal value of R75,
created and issued by Makalani subjecl to the terms and conditions
of the debenture frust deed;

linked units held in dematerialised form;
directors of Makalanl;

Equity participation instrument

Financial Director of Makalani Holdings Limited

FirstRand Limited (registration number 1966/010753/06), a public
company duly incorporated in South Africa and listed on the JSE and
the Namibian Stock Exchange;

Financial Sector Charter adopted by the Association of Black
Securities and Investment Professionals, the Banking Councll of
South Africa, the Foreign Bankers Association of South Africa and
other persons on 17 October 2003;

BEE transaction funding and other targeted investments as
contemplated in the FSC;

the scorecard contained in the FSC that outlines the points available
for each ¢alegory of the FSC;

FirstRand and its subsidiaries;
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DEFINITIONS (continued)

for the year ended 30 June 2010

“the Company”
“IFRIC”

IFRS"
"JIBAR"

“JSE"
*King Code 2002"

*linked units” or "Makalani
linked units"

"Makalani* or "the Company”

“Manco*

*management agreement”

“ordinary shares” or
“Makalani ordinary shares”

"RMB" or "Rand Marchant
Bank®

“RMBAM*
“SENS®

*SPV*
“ransfer secretaries”

"WDE"

Makalan! Holdings Limited;

Iintemationa! Financial Reporting Interpretations Committee;
International Financial Accounting Standards;
Johannesburg Inter Bank Agreed Rats;

JSE Limfted;

the Code of Corporate Practices and Conduct contained within the
King Report on Carporate Governance for South Africa 2002;

a unit comprising one ordinary share of R0.0001 cents, issued at a
premium of R24.9999, and one debenture of R75 each;

Makalani Holdings Limited, (registration number 2005/000726/06) a
public company duly incorporated in South Africa;

Makalani Management Company (Proprietary) Limited (registration
number 2004/023302/07), a private company duly incorporated in
South Africa;

the management agreement entered inio between Makalanl and
Manco on 19 April 2005;

ordinary shares with a par value of R0,0001 each In the issued share
capital of Makalani;

Rand Merchant Bank, a division of FirstRand Bank Limied;

RMB Asset Management (Proprietary) Limited;
the Securities Exchange News Service of the JSE;
Special purpose vehicle

Link Market Services South Africa (Propristary) Limited (Registration
number 2006/007239/07); and

WDB Investment Holdings Limited.
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