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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

for the six months ended 31 December 2010

Unaudited Unaudited Audited
31 Dec 31 Dec 30 June
2010 2009 2010
NOTE R'000 R'000 R'000
Interest income 93 927 134 957 247 366
Fair value gains / (losses) 18 413 (24 346) (14 157)
Fee income 233 772 1060
Operating expenses (7 294) (12 750) (28 336)
Indirect taxation (1 547) (1621) (3833)
Operating profit before interest 103 732 97 012 202 100
Interest on borrowings (2 010) (11 199) (17 785)
Operating profit 102 722 85 813 184 315
Debenture interest (36 895) (41 106) (67 461)
Profit before tax 65 827 44 707 116 854
Taxation (3 116) (3320) 19 137
Profit for the year attributable to equity holders 62 711 41 387 135991
Other comprehensive income - - -
Total comprehensive income for the year 62 711 41 387 135991
Earnings per share (cents) 292 194 637




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

as at 31 December 2010

Unaudited Unaudited Audited
31 Dec 31 Dec 30 June
2010 2009 2010
NOTE R'000 R'000 R'000

ASSETS

Cash and cash equivalents 336 372 298 236 443 123
Invested assets at fair value 3 1558 273 2 048 209 1875071
Loans and advances at fair value 1558 273 2 026 084 1850 446
Other financial assets at fair value - 22 125 24 625
Taxation 4 346 4 346 4 346
Deferred taxation 38 389 19 047 41 505
TOTAL ASSETS 1 937 380 2 369 838 2 364 045
EQUITY AND LIABILITIES

Share capital and premium 490 018 528 037 490 018
Accumulated profit / (loss) 1986 (32 097) 62 506
Share capital and reserves 492 004 495 940 552 524
Debentures 1 369 804 1578 907 1 590 555
Linked unitholders' interest 1 861 808 2 074 847 2143 079
Preference share funding = 223 760 161 987
Derivative financial instruments - liabilities 26 164 12 519 18 676
Linked unitholders for debenture interest 36 776 40 997 26 238
Other liabilities 3023 12 018 3 658
Provisions 9 609 5697 10 407
TOTAL EQUITY AND LIABILITIES 1 937 380 2 369 838 2 364 045




CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

for the six months ended 31 December 2010

Unaudited  Unaudited Audited
31 Dec 31 Dec 30 June
2010 2009 2010
R'000 R'000 R'000
Cash generated from operations 98 623 127 820 224 082
Taxation paid - - -
Interest paid borrowings (1 010) (11 199) (17 785)
Interest and dividend distributions (149 469) (111 038) (152 030)
Net cash (outflow) / inflow from operating activities (51 856) 5583 54 267
Cash flow from investing activities
Proceeds from loans and advances 302 962 192 221 381 707
Proceeds from other financial assets 25 000 - -
Net cash inflow from investing activities 327 962 192 221 381 707
Cash flow from financing activities
Redemption of preference shares (161 987) (73 684) (140 478)
Amounts paid for shares as part of linked unit
- - (38 019)

repurchase
Amounts received for debentures as part of linked

o - - 11 530
unit issue
Repayment of debenture capital (220 870) - -
Net cash outflow from financing activities (382 857) (73 684) (166 967)
Net (decrease) / increase in cash and cash equivalents (106 751) 124 120 269 007
Cash and cash equivalents at beginning of period 443 123 174 116 174 116
Cash and cash equivalents at end of period 336 372 298 236 443 123




CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

for the six months ended 31 December 2010

Share Accumulated Total
R’000 premium profit equity
Balance at 30 June 2009 528 035 11 072 539 109
Profit for the year attributable to ordinary shareholders - 41 387 41 387
Dividends paid - (84 556) (84 556)
Balance at 31 December 2009 528 035 (32 097) 495 940
Profit for the year attributable to ordinary shareholders - 94 603 94 603
Shares issued during the period 2011 - 2011
Share issue expenses (40 030) - (40 030)
Balance at 30 June 2010 490 016 62 506 552 524
Profit for the year attributable to ordinary shareholders - 62 711 62711
Dividends paid - (123 231) (123 231)
Balance at 31 December 2010 490 016 1986 492004

* LESS THAN R1000



NOTES TO THE RESULTS
for the six months ended 31 December 2010

1.

Basis of presentation

The interim results have been prepared in accordance with the accounting standard, “IAS 34: Interim
Financial Reporting” and those International Financial Reporting Standards (“IFRS”) and International
Financial Reporting Interpretations Committee (“IFRIC”) interpretations issued and effective or issued and
early adopted as at the time of preparing these results. The Company’s accounting policies, as set out in
the audited financial statements for the year ended 30 June 2010, have been consistently applied, with no

significant changes in estimates. These results have consolidated the results of the Company’s only

subsidiary, a company that holds treasury linked units.

Makalani Holdings Limited (the “Company”) makes estimates and assumptions that effect the reported
amounts of assets and liabilities. Estimates and judgments are continually evaluated and are based on

historical experiences and other factors, including expectations of future events that are believed to be

reasonable under the circumstances.

Unaudited Unaudited Audited
31 Dec 31 Dec 30 June
2010 2009 2010
R'000 R'000 R'000
Earnings per share and distribution per linked unit
Number of linked units in issue ('000) 21 506 21353 21 506
Weighted average number of linked units in issue
('000) 21 506 21 353 21 365
Earnings per share (cents) 292 194 637
Headline earnings per share (cents) 292 194 637
Headline earnings reconciliation R'000 R'000 R’000
Profit for the period attributable to equity holders 62 711 41 387 135991
Adjustments = - -
Headline earnings 62 711 41 387 135991




The Company did not calculate diluted earnings per share as there are no instances of a potential dilution.
The disclosure of earnings and headline earnings per share set out above, while obligatory in terms of
accounting standards, is not considered meaningful to investors as the shares are held as part of a linked
unit and a significant part of the earnings is distributed in the form of debenture interest. The calculations of
headline earnings per linked unit, distributable earnings and the distribution per linked unit as shown below
are considered more meaningful. Please note that the Company has no minorities and therefore no

reconciling items.

Unaudited Unaudited Audited

31 Dec 31 Dec 30 June
2010 2009 2010
R'000 R'000 R'000
Headline earnings per linked units (cents) 463 386 946
Headline earnings per linked units - reconciliation
Headline earnings 62 711 41 387 135991
Debenture interest 36 895 41 106 67 461
Headline earnings attributable to linked units 99 606 82 493 203 452
Calculation of distributable earnings
Operating profit before interest 103 432 97 013 202 100
Taxation (3 116) (3320) 19 137
100 316 93 693 221 237
Proposed distribution to linked unitholders
Debenture interest 36 776 40 997 67 234
Dividends 70 326 - 123231
Capital 330982 - 220 870
Total distribution to linked unitholders 438 084 40 997 411 335
Cents Cents Cents
Total distribution per linked unit 2037 192 1914
Debenture 171 192 314
Dividends 327 - 573
Capital 1539 - 1027




3. Invested assets at fair value
Invested assets are consistently evaluated and measured on a fair value basis in accordance with the
Company’s investment strategy. The fair value revaluation takes into account changes in interest rates and
other financial risks, such as listed equity prices, trading conditions and credit migrations. To the extent
practical, valuations make use of observable market data, and where necessary, management estimates.



COMMENTARY ON RESULTS

1.  Operating environment

Despite a strong performance of the JSE, the operating environment has continued to remain uncertain.
With the continued availability of cheap money in developed markets, the period under review has seen
sustained large capital inflows into emerging markets by investors searching for yields, thereby driving up
prices locally. As a result the ALSI increased by more than 22% over the six month period ending
31 December 2010.

The South African rand in turn strengthened on the back of the large capital inflows, lowering inflation
pressures and allowing the South African Reserve Bank to lower interest rates further, with the prime
lending rate decreasing by 1% for the period under review. GDP growth however started to taper off during

the first quarter of the period under review from 2.8% to 2.6%.

Notwithstanding the decrease in GDP growth, the Kagiso PMI Index rose in November 2010, indicating an
economy that is continuing to expand, as was confirmed by Fitch upgrading its outlook for South Africa
from “negative” to “stable”. However, the South African Chamber of Commerce and Industry’s business
confidence index only saw a slight increase in December 2010, highlighting the fact that South African

business still remains cautious around the country’s short-term economic future.

2. Financial results
2.1. Financial results

During the six months to 31 December 2010, the Company generated headline earnings for unitholders of
R99.6 million or 463 cents headline earnings per linked unit (“HEPLU”). This is a 20% increase on the
comparative December 2009 period. The HEPLU of R99.6 million comprised debenture interest of

R36.9 million and attributable profit for the period of R62.7 million.

During the period, the Company'’s invested assets decreased by R324 million to R1 532 million, compared
to approximately R1 856 million as at 30 June 2010. The decrease mainly resulted from the redemption

and sale of certain investments at their carrying values as discussed below.



Interest income decreased to R94 million from R135 million due to lower prevailing interest rates and
decrease in the size of the portfolio as a result of the redemption and sell-down of the Nafhold and
Mvelaphanda Preference Share assets, respectively. The interest income earned in the current period
comprised dividend income on invested assets of R46 million, interest on invested assets of R43 million
and net interest income on cash and hedging positions of R5 million. The Company also generated other

income of R0O.2 million.

The Company monitors and rates all exposures individually on an ongoing basis. Ratings for exposures
are determined by reference to FirstRand Bank Limited’s rating methodologies, which have been mapped

to an international scale as used by Standard and Poor’s and Moody’s.

31 Dec 2010 31 Dec 2009 30 June 2010
% of % of % of

Rating Portfolio Rating Portfolio Rating Portfolio
Financial services BB 0% BB 6% BB 7%
Banks BB 1% BB 10% BB 1%
Mining BB, Equity 17% BB, Equity 12% BB, Equity 13%
Gaming BB 0% BB 9% BB 10%
Paper and packaging BB 4% BB 3% BB, B 3%
Motor retail B,CCC 21% B,CCC 16% B,CCC 18%
Food and beverage BB 10% BB 6% B 7%
Real estate BB,B 10% BB,B 8% BB,B 9%
Construction BB 9% BB 7% BB 7%
Services B, Equity 11% B, Equity 10% B, Equity 11%
Other BB,Equity 17% | BBB,BB,Equity 13% BB,B Equity 14%

The Company’s invested assets by exposure to various credit rating buckets are shown in the diagrams

below:
/ Dec-10 Jun-10 Dec-09 \
H BBB-
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m B-,B,B+
cce
Equity
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The Company’s operating expenses were R7.3 million, of which R6.5 million relates to the management
fee paid and provided for by the Company in terms of the amended management agreement between
Makalani Manco and the Company, based on the fair value of assets under management. In terms of this

agreement, Manco manages the portfolio of investments on behalf of the Company.

2.2. Net asset value

The net asset value (“NAV”) per linked unit was R88.28 at 31 December 2010 compared to R100.87 at
30 June 2010 and R99.09 at 31 December 2009. The current NAV reflects the lower yield in the portfolio in
a low interest rate environment and taking into account the total distribution of 1722 cents in
October 2010. The NAV per linked unit is calculated as assets less liabilities (excluding debenture interest
payable to unitholders).

2.3. Distributions

For the period under review, Makalani has declared a total distribution of 2 037 cents per linked unit,

comprising of interest payment, dividends and capital repayment.

For the period ended 31 December 2010

Cents per linked unit \ Capital Dividend Interest
Interim (1 March 2011) 1539 327 171 2 037
1539 327 171 2037

For the year ended 30 June 2010

Cents per linked unit \ Capital Dividend Interest
Interim (22 Feb 2010) - - 192 192
Final (22 Aug 2010) 1027 573 122 1722
1027 573 314 1914
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3. Portfolio

Makalani’s portfolio summary as at 31 December 2010 is shown in the table below:

31-Dec-10

ASSET EMPOWERED COMPAY SECTOR R’000

Loans

Emira Broad based BEE parties Real estate 157 129
Exxaro Eyesizwe and others Mining 179 576
FirstRand WDB Banks 16 817
Gautrain Various BEE patrties Construction 132 291
Lereko Lereko Various 8 646
Mondi Shanduka Newsprint Shanduka Paper and packaging 12593
Sasol Ufhata Various 12 717
Servest Safika Services 179 800
Tourvest Guma Tourism Various 43 087
Ufhata Ufhata Various 5 000
Preference Shares

Convergence Partners Convergence Partners IT and telecommunications 120 116
Eyesizwe Eyesizwe and others Mining 59 652
Lereko Lereko Various 59 607
Nampak Aka Capital Paper and packaging 45 704
Prostart Izingwe Speciality chemicals 20 740
Sandown Motors True Class Motor retail 381 267
Tongaat Various BEE parties Food and beverage 128 502
Fair value adjustments (31 135)
Hedge fair value of portfolio (Inc. Derivatives) 1532 109




Portfolio (continued)

In the past six months, the following redemptions and disposals occurred:

o in September 2010, the Nafhold Preference shares were redeemed at R8 million profit; and
. in October 2010 the listed Mvelaphanda Preference shares were disposed at R7 million profit.

The portfolio is spread across a number of assets and across different sectors. In line with the previously
communicated policy of winding down the portfolio, the redemption and sale of assets within the portfolio
has started to affect the proportional representation of the different sectors in the make-up of the portfolio.

Management expects this trend to continue for the remainder of the maturity profile of the portfolio.

The Company’s invested assets have a maturity profile, as shown in the graphs below:

/ Dec-10 Jun-10 Dec-09 \

M |essthan 1year
W 2-4vyears
M 4-5years
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o /

Outlook

Economic conditions

The consensus expectation for CPI inflation for the South African economy for 2011 is that inflation will not
breach the inflation target range, although food price pressure could drive inflation risks higher. If these
risks materialise in the form of higher CPI, this could produce an environment of upward pressure on
interest rates as opposed to the current expected forecast of interest rates remaining unchanged for most

of the 2011 calendar year, with the floating yield of the portfolio positively correlated to interest rates.
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Makalani’s portfolio also continues to mature in the wind-down scenario having improved from the more
volatile conditions of the 2009 and 2010 financial years when judicious provisions were made against the
portfolio. While the outlook continues to remain uncertain, Makalani remains well-positioned to take

advantage of any further recovery in the South African economy, with all exposures proactively managed.

Declaration of interim cash dividend, interest payment and capital distribution

Notice is hereby given of an interim dividend declaration of 327 cents, debenture interest payment of
171 cents per linked unit, and capital repayment of 1539 cents for the six months ended
31 December 2010. The total amount payable to linked unitholders is 2 037 cents per Makalani linked unit

and will be paid to linked unitholders on Friday, 4 March 2011.

By GL Minnaar
Company Secretary
1 March 2011

For and on behalf of the board

RJC Hamer (Chairman) K Pillay (Chief Executive Officer)
Sandton

1 March 2011
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ADMINISTRATION

Makalani Holdings Limited
(Incorporated in the Republic of South Africa),
(Registration number: 2005/000726/06),

(“Makalani” or “the Company”)

Registered office

Tel +27 11 428 0680

Fax +27 11 447 7389

Email: enquiries@makalani.co.za

Web: www.makalani.co.za

2" floor, 4 Merchant Place, Corner Fredman Drive and Rivonia Road, Sandton, 2196
PO Box 781463, Sandton, 2146

Physical office
The Reserve, 52 — 54 Melville Road, lllovo, 2196

Directors
RJC Hamer (Chairman), K Pillay (Chief Executive Officer), JE Ehlers, BD Hopkins, CA Ludik, GL Minnaar
(Financial Director), R Rajdhar

Company Secretary
GL Minnaar, The Reserve, 52 — 54 Melville Road, Illovo, 2196

Transfer secretary
Link Market Services South Africa (Proprietary) Limited, 5th floor, 11 Diagonal Street, Johannesburg, 2001

PO Box 4844, Johannesburg, 2000

Auditors
PricewaterhouseCoopers Inc, 2 Eglin Road, Sunninghill, 2157 Private Bag X36, Sunninghill, 2157
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