






Global provider of banking financial advisory investment and funds

management services

Main business focus is providing products and services to clients

Listed on Australian Securities Exchange ASX MQG ADR MQBKY

Regulated by APRA Australian banking regulator as non-operating holding

company of licensed Australian bank

Assets under management $A326b1

Founded in 1969 currently operates in more than 70 office locations in 28

countries and employs over 14600 people
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Result reflects improved market

nditic%n
MACQUARIE

Profitof$A1050m up2l%on FYO9and2HlOup 19%on 1H1O

All operating businesses delivered improved results in FY10 compared to FY09

Operating income before writedowns impairments equity accounted gains/losses and

one-off items $A7.Ob down 2% on FY09 after the impact of movements in FX rates

2H1 relatively flat on Hi and up 8% on 2H09

Operating income $A6.6b up 20% on FY09 and 2H10 up 14% on 1H1O

Increase in the full year effective tax rate to 16.1% 2H10 22.4%

As foreshadowed

Fewer writedowns impairments equity accounted gains/losses and one-off items however

full year still above historical levels FY10 $A388m 2H1 $A26m

Employment expenses $A3.1 43% compensation to income ratio

Profit was impacted by the cost of excess liquidity on the balance sheet

EPS $A3.20 up 3% on FY09 2H10 up 13% on 1H1O

Return on equity 10.0% up from 9.9% for FY09 and 9.6% for 1H1O

Full year dividend of $A1 .86 per share unf ranked 2H1 dividend $A1 .00 up from

1H1O dividend of $A0.86

Result reflects improved market

conditions

MariO Mar09

$Am $Am

Net operating income

Total operating expenses

Operating profit before income tax

Tax expense

Operating profit after income tax

Profit attributable to minority interests

Profit attributable to MQG shareholders

6638

5344

1294

201

1093

43

1050

5526

4537

989

15

974

103

871
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12 months to 31 Mar 10

$A70b

gan/ossef àfld ne off tems

12 months to 31 Mar 09

$A72b



Significant increase in AUM due to Detaware acquisition in Jan 10

Excluding Delawar reported AUM decreased by $A68b mainly due to the listed fund

initiatives and strengthening of the $A since Mar 09

Proforma AUM includes impact of CMT/CMA transfer $A1 Ob at Mar 10
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Removal of Government guarantee was anticipated and is not expected to impact

funding position

No debt issued under the Government guarantee since Aug 09

Capital of $A1 Bb $A4Ob in excess of the Groups minimum regulatory capital

requirement

MBL Banking Group tier capital ratio 11 11 4% Mar 09

Proposed regulatory changes are likely to result in higher capital and tighter liquidity

requirements for the banking sector Macquarie continues to monitor regulatory and

other market developments and remains well capitalised and well funded

On 22Apr10 CMT
volume at 31 Mar 10
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Core equity represents 91% of the Groups capital base

Macquarie Securities Macquarie Capital

global spedalist offering unique insights into energy resources commodities Integrated global MA DCM ECM and principal investing platform

infrastructure real estate guant and FIG aectora driven by deep knowledge of
specialising

in Infrastructure FIG Real Estate Industrials TMET and

the Asia Pacific region Resources

Currently 8th largest broker based on global stock coverage Over 2.700 The leading Asia-Pacific ECM house plus rapidly expancing advisoty

stocks covered gtobatly and ECM capabilities across Canada the US the UK Germany and

Mainlalned No.1 market share in Australia and growing in other regions
South Africa MacCap completed number of lPOs in all these

regions

Leading warrants market share Asia Pacific Korea and Singapore No.1 dunng FYI

Hong Kong No.3 and Australia No.1 for FY10 Leading alternative asset funds manager with $A96b of Assets Under

Management across 100 businesses

Well capitalised surplus over Groups minimum regulatory capital requirement of $A4.Ob

.cPS
MIS

MIPS

Core equity

$A4.8b

$Ab

12

10

$A1 .8b

$A7.2b

2006 2007

Pre-restructure Tier regulatory capital Basel

2008 2009 2010

Post-restructure Eligible regulatory capital Basel It
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Acquisitions

Tnstone

Fully integrated into MSG

36 sales research and trading

professionals in London Denver and

Calgary

FPK

Fully integrated into MSG

Over 110 staff in New York Hartford

Boston Chicago and London

Added FIG sector expertise
in North

America and Europe to complement

Macquanes well established FIG position

in the Asia-Pacific region

Brought FIG research to approsimately 765

stocks globally

Organic growth

52 selective director level hires globally since

FY09 majority of which are in the Cash

Division

Acquisitions

Sal Oppenheim Equity Trading and

Derivatives

More than 90 staff based in Germany

and Switzerland

Complements existing Asian

derivatives operation and adds arder

set of products to its growing

European business

Sal Oppenheim Cash

Cash equities business comprising

equities research sales and trading

and execution functions focused on

continental Europe

50 new staff based in Germany

France and Switzerland

Broadens existing pan-European

reach with the business being

particularly strong in Germany

AcquIltIons

Tristone

Acquisition closed Aug 09 now celled Macquerie Trintone integration complete

43 new tinancings over $C4.4b for Canadian American and European based oil and
gas

companies where Macquane acted as lead or co-lend in elnrost 30% of transactions

Closed t7 MA transactions worth $C6.3b

Macqaarie ranked No.3 globally In FY10 by oil and gas MA deal count including

undisclosed and private dealsu

Fox-Pitt Kelton Cochran Caronia Wailer IFPK

Acquisition closed 3009 Integration now complete

Partirupated in 12 new financings/raising over SUS44b for US and European financial

institutions

US and Europe closed 11 FIG Advisory transactions worth SUSt .3k

MacqxariefFPK US in currently mandated on 26 advisory engagements with aggregate

estimated transaction size of approximately $IJS3.2b

Macquahe/FPK UK has been awarded syndicate position on the landmark Prudential nnfs

veering in support of ifs acquisition of AlA from AIG

Organic growthr

New offices Buenos Aires Mexico City and Moscow

New senior hires 40 new director-level hires during FYtO3

New products established DCM business in the US faking part in $US3b of book-runs and

$US3k of co-manager deals in tour mths

tj ii FI -r tHl .. IiI ii 28



Organic growth

Energy Markets

Energy Markets Division outpertormed expectationa
in FY40 and focussed on

consolidating its North American gas and power
franchise Macquerie Energy

Asian espansion

Selective Asian growth initiatives with Korean branch licence granted in 2H10 and

the establishment of Singapore-based physical oil trading capability

Credit Trading

Finslisation of the US build-out ot the Credit Trading business and tocus on

opportunities in Europe

Emerging Markets

Euilding upon the Miami based Let am facing operation

Continued its growth in NY and began espansion info Europe

Physical shipping

Shipping of coal LNG oil

Freight wet and bulk freight trading services

Fined Income and Currencies

Expansion in NY London and Asia

Acquisitions

Delaware Investments

Running ahead of expectations

Appron $A151b in AUM as at 31 Mar 10

Now branded Delaware Investments member of Macquarie Group

20 staff from MFG now located in Philadelphia

Salee team combined in the US under Delaware Head of Distribution

Ability to offer Macquarie product into US distribution platform across

variety of asset classes including infrastructure securities REITs and

commodifiea

Systems upgrade and integration project underway

Organic growth

Selectively recruited director level hires ax part of organic expansion

particularly in the fundamental team within Listed Equities and the fund

derivative capability in the US

Corporate and Asset Finance

Strong technical expertise to provide finance and asset management solutions

fo over 200000 clients

Over SAl 3.6b of assets Including corporafe debt and leased autos ITT
manufacturing Infrastructure/energy rail and aviaf Ion engines

Leading Australian Independent motor vehicle financier

Banking and Financial Services

Premium advice service and products to Australian retaIl Investors

through Austreila No FuQ service Retail Stockbroker market leading

platforms supportted by the largest cash hub In the country and seeks

to replicate this model in Its international businesses In North America

Asia end the UK

Macquails Wrap Solutions Is one of Australias leading platforms

Fixed Income Currencies Commodities Macquarie Funds Group

Specialist In obal commodity markets offering tailocedpilce risk management Strªij Ofablished fund mSiignflhIraple.perUctAdyln Australia

solutions to significant commodity producers and consumers indthŒ US Mthover$A200btn Assets widir Management

TopS physical gas marketer and higiiest ranked finance house In North Strength end sdplIpe cLa loeUtI$sanagecWlthhe

America and participant In US physical power gMng Macquarie and its clients responsiveness and innovation of eboutlqde

important inslgiuta to energy market dynamics

Leading arranger and placement agent In Australian primary debt markets and

increasIng participant
In the US corporate debt markets offering clIents valuable

fundamental research quality trade emcutlon and outstanding trading

opportunities

29

Aequleeleas

Anrarion Leasing

Agreed Is acquire portfolio sf47 modem aircrah rmn Inlemaliosal Lease Finanne Corp mr

approa SUSr.7b

Aircrae on lease to 30 airlines 527 countries

Lenerages Macqueries eoistisg eoperfise is tae anierios leasing secfm

Compielios rs occer over remaisder of calendar 2010

IT Leasisg

Acqsisition of Techoology Services Dicisise of RTS esd management of RTSs eppros SUSSOOm

lease porrfoho

Adds Iechsoiogy services capability to esisfing US eqsipmest licence business and eepands client

base to seer 2400 companies is North America

Complettcn date Feb 10

Motsr Vehicle Leasing

$A1.Ob eats Iineme portfolios ecqaired as Ford Credu esus we Aastralian marker

Ford portfolio pedoncasce esceediog pre-acquisitios prcjectross

Further eupessios of eoistisg domestic leasing bssinesoes to provide fisance to Assrralian aMEs

Orgaalc arewth

directm leuel eppointrrrents with eoperfise in leasing lending credit legal end MA

Aequiseforre

Macquarie Fnnafe Wealrh ICanadal Irosnerly Slachmonr Capgal

Separation 1mw moser parser company
Cl csmplersd and integration well advanced

Tofal assets usder management ace 255 up S% from acquisition

Total camber or advisers 44 with 13 additional adviser rmmirs since cowplelroc

cross referral acrioirreu ucderway e.g opporfanitres ror MFm advisors ro bring

corporate edcrsory dents end pricate placements ro Menquade capiral

Eopansion of research cooerage Irow moo stocks to apprso 450 across canada and

rhe US

continued growth in resense ecpactsd tsr both Menqenrie cepuai end EFS

Orgaalc growth

Selectiosly rscwited 16 direcrm leoel hires as pert or the groops erpension into the UK and

Asren fioencial services markers end also in specialist ewes inclading insurance and Service

and Operariocs in rhe Asslrelasien marker

30



___
Macquarie model focus over the

medium term

Client driven business

Main business focus is providing products and services to clients

Trading businesses focussed on client transactions

Minimal proprietary trading

Alignment of interests with shareholders investors staff

Alignment through co-investment by Macquarie Group and staff

Performance driven remuneration

Conservative approach to risk management
Conservative capital and funding profiles

Apply stress test approach to all risk types examining the consequences of worst case

outcomes and gaining confidence they can be tolerated

Determine aggregate risk appetite by assessing risk relative to earnings more than by reference

to capital

Incremental growth and evolution

Significant portion of profit comes from businesses that did not exist five years ago but grow from

areas of real expertise

Business initiatives driven from within the Operating Groups which are closest to markets and

clients

Diversified by business and geography

An ability to adapt to change

FY10 dividend set at $A1 .86 60% payout ratio

2H1 dividend $Ai .00 up from Hi dividend of $A0.86

Dividend remains unf ranked

Dividend reinvestment plan

Discount removed

Scheme rules being amended to allow shares to be sourced on-market

31

Historic payout ratio 50 60%

32



Subject to market conditions we currently expect improved operating results for all of our

businesses in FY11 compared to FY10 refer to slides 72-74

FYi trading likely to be characterised by

Income statement

Fewer one-off items e.g asset sales writedowns and provisions as seen in 2H1

Compensation ratio to be consistent with historical levels

Continued higher cost of funding reflecting market conditions and high liquidity levels including

recent CMT/CMA initiative

Balance sheet

Cash balances high as result of the CMT/CMA initiative and will continue to be deployed

across the businesses

Maintain equity investments at or below existing levels

In addition to market conditions FYi result remains subject to range of other challenges

including

Increased competition across all markets

Cost of our continued conservative approach to funding and capital

Regulation including the potential for regulatory changes to impact flows to capital

markets

Over the medium-term we continue to be well placed due to

Global depth and reach of our businesses

Diversification of business mix

Strong committed team with interests aligned to shareholders

Strong balance sheet capital and funding

Effective risk management

Subject to economic activity continuing to increase across major markets we expect

Continued growth in revenue and earnings across most businesses over time

Continued growth in our global businesses driven by expanding our strong client franchise

33

Market conditions continue to improve but continuing uncertainty makes forecasting difficult

34



improved equity markets cash equities wefl up on prior year

Good ECM activity reasonable corporate finance and advisory deal flow slightly down on prior

year

Good contribution from base fees performance fees well down on prior year

Strong contributions from debt markets and new credit trading business

Metals and energy capital business up on prior year

Significant growth in corporate lending activities in CAF

Gains from listed fund initiatives MCG MLE MAp MG MMG A-REITs platform 2H10 $A125m

iHi0 $A4i4m

Gains from liability management MIPS Hi $Ai 27m and subordinated debt Hi $A55m

Substantial negative fair value adlustmenton fixed rate issued debt 2Hi0 $A3m lHiO $A252m

Further writedowns provisions and net equity accounted losses 2HiO $A96m iHi0 $A758m

FY09 $A2044m

increased compensation ratio FYi 429% FY09 40 7%

StrongerAUD

Average AUD/USD up 8%on FY09 2HiO up 14% on iHlO

Higher tax expense effective tax rate 16% 2HiO 22% HiO 7% up from 2% in prior year

Macquarie Group Limited

Result Announcement for the year ended 31 March 2010

30 April 2010 Presentation to investors and Analysts
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internahsaflon

from MAO

age deal size

deals valued

income down 70% ii hoe with reduction in

Express Moto Hospitatty Puget

onmoff transaction

MLE MAp M1f3
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unda no onger

managed by

Macquare MAp
MS MMS MCW

MLE- MCS
RET pattorm
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$Ab

Deawaro Asset Asset

acquwwons daposas

Vduaton Fund

adjustments
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icantly

$A129baIMr10up

of $A1 Mb Ford Credf porttoho in 0f 09

sion and trading income of $A47m was

to marktomarket gains on options and

ncome down 40% on prior year due

operating lease portfolio from

09 to $A692m at Mar 18

nt charges largely relate to collective

ing due to substantial growth in the loan and

portfolios

Operating expenses up 33%

43
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45

porttoho down horn $A18 3b at Mar09 to

to $A10 Ob at Mar 10

and mproved

rease fl

poor year

income up 1O

t31 Mar 10

sale of the
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142

15% ncrease in headcount

Mar10 14657 Mar09 12716

Employment Brokerage

commisa ons

47
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No debt issued under the government guarantee since Aug 09

Active liability management activities during the year resulted in the buyback of approx
158m hybrid capital securities and $US100m subordinated debt

Capital of $A1 .8b $A4.Ob in excess of the Groups minimum regulatory capital

requirement

MBL Banking Group tier capital ratio 11.5% 11.4% Mar 09

49

Well diversified funding sources

Retail deposit base continues to grow

rpresenting stable and reliable source

Term funding beyond year excluding

equity has weighted average term to

maturity of 3.9 years

fu iding wn and id aw

mg beyon 11 year ludinj uty

funding and equity

MQG issued $US2.5b of nonguaranteed debt in three US bond issues



Macquarie has been successful in pursuing its strategy of diversifying its funding

sources through growing its deposit base

Focus has been on improving the composition and quality of the deposit base

Particularly good growth in the recently launched CMA deposit product $A36b at Mar 10

$A1 lb at Sep 09

CMT funds will transfer to CMA on 31 Jul 10 CMT volume at 31 Mar 10 was $A95b1

Mar 07 Mar 08 in 09 Mar 10 Proforma

Retai Corpuratoiwboksale
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$Ab
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30
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Corporate

ending portfoto

growth

Mi 10

Li

asition of

Credit

portfolio Oct 09

Mortg tord dii al to tructur .r 10

Inca rn ri
loan
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$Ab

Eqaty mpaumrrnls sinre

31 Mar 09

gn3icant r-x rrlpra3

St errgttrening ot $A Oonr

Mar09 tOUSO 51 to MariO

$USO9 dacngSA
vatue ot offshore assets
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Group capital of $A11 8b at 31 Mar 10 $A4Ob buffer of capital in excess of the Groups

minimum regulatory capital requirements

Mb Strong Banking Group capital ratios Tier 111 5% Total Capital 132%



The Basel Committee and APRA have recently announced proposals to

enhance the capital and liquidity frameworks

Proposals are mostly still in draft form and remain subject to calibration and

finalisation during 2010 and 2011 with implementation expected by the end of 2012

These changes are likely to result in higher capital and tighter liquidity requirements

for the banking sector

Changes to market risk capital requirements will be implemented in Jan 2011 and

are not expected to be material for MOL

Overafl impact will not be known untH the rules are finalised and calibrated

Macquarie continues to monitor regulatory and other market developments

and remains well capitalised and well funded
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MGL and MBL are the Groups two primary external funding vehicles which

have separate and distinct funding capital and liquidity management

arrangements

MBL provides funding to the Bank Group and intra-group funding to MGL

MGL provides funding predominantly to the Non-Bank Group

The Groups statutory balance sheet is prepared based on generally accepted

accounting principles which do not represent actual funding requirements

funded balance sheet reconciliation has been prepared to reconcile the

reported assets of the consolidated Group to the assets that require funding

MariO Mar09

SAb $Ab

Total assets per Statutory Balance Sheet

Deductions

Self funded trading assets

Denvative revaluation accounting gross ups

Life investment contracts and segregated assets

Broker settlement balances

Working capital assets

Less non-recourse funded assets

Securitised assets and non-recourse warehouses

145.9

15.4

21.2

7.3

5.7

6.6

10.5

26.1

6.9

5.5

5.1

MACQUARIE GROUP LIMITED MGLDebt

Intra-group Loan

Debt
Hybrid

Equity

Equity

MACQUARIE BANK

LIMITED MBL

Bank Group

Debt Equity

Non-Bank Group
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149.1

14.8 20.4

Total assets per Funded Balance Sheet 74.9 74.6
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Bank Group predominantly term

Term funding beyond year excluthng

equity has weighted average term to

maturity of 38 years



___
Explanation of Funded Balance Sheet

Reconciling Items

Self funded trading assets There are number of entries on the balance sheet that arise from the normal

course of trading activity we conduct with our clients and counterparties They typically represent both sides

of transaction The entries off-set each other as both the asset and liability positions are recorded

separately Where these entries are matched they do not require funding

Derivative re-valuation accounting gross ups Macquaries derivative activities are mostly client driven

with client positions hedged by off-setting positions The derivatives are largely matched and this adjustment

reflects that the matched positions do not require funding

Life investment contracts and other segregated assets These represent the assets and liabilities that are

recognised where we have products such as investment-linked policy contracts The policy contract liability

will be matched by assets held to the same amount and hence do not require funding

Broker settlement balances At any particular time our broking business will have outstanding trades to

settle with other brokers These amounts payables can be offset in terms of funding by amounts that we are

owed at the same time by brokers on other trades receivables

Short term working capital assets As with the broker settlement balances above Macquarie through its

day-to-day operations generates working capital assets e.g receivables and prepayments and working

capital liabilities e.g creditors and accruals that produce net balance that requires funding rather than the

gross balance

Securitised assets and non-recourse warehouses Some lending assets mortgages and leasing are

commonly sold down into external securitisation entities or transferred to external funding warehouses As

consequence they are non-recourse to Macquarie and are funded by third parties rather than Macquarie
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30 April 2010 Presentation to Investors and Analysts
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MACQUARIE

Macquarie Group Limited

Result Announcement for the full year ended 31 March 2010

30 April 2010 Presentation to Investors and Analysts

Macquarie Securities Group

Subject to market conditions currently expect FY11 to be up on FY10

Vision to be global broker with strong Asia Pacific foundations over the medium term

Improved market conditions should provide good growth opportunities for the Cash Division albeit expect lower

Australian ECM

Outlook for Derivatives Delta Trading is for product volumes to increase albeit off low base and for trading

conditions to continue to improve

Overall see good growth opportunities in the medium to long term

Macquarie Capital

Subject to market conditions expect FY11 to be up on FY10

Expect reasonable activity in Asian US Canadian and Australian markets during FY11 albeit lower Australian ECM

Growth in EMEA activities promising as economies improve

Leverage and further develop collaboration with Macquarie Securities Group FPK Tristone Sal Oppenheim FICC

and other Macquarie Groups as appropriate

Macquarie Capital Funds strategy substantially lower income from listed funds focus on unlisted fund raisings and

continue expansion into new geographies and sectors
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Macquarie Funds Group

Subject to market conditions currently expect FY11 result to be well up on FY10

Expect much larger contribution from Delaware Investments in FY11 given the full year impact

Strong relative investment performance across numerous products should enable further organic growth

Expect continued investment in business and still pursuing acquisition opportunities

Fixed Income Currencies and Commodities

Expect FY11 to be moderately up on FY10 as FICC continue to invest in organic growth initiatives

Witnessing normalisation of many of FICC markets the return of competitors placing pressure on margins and

increasing competition for staff

Focus on selective growth in Asia

Lesser impact of normalising spreads

Corporate and Asset Finance

Currently expect FYi result to be significantly up on FY10

Continued growth in lease loan portfolio under management from FY10

Continue to seek opportunities for growth through acquisitions

Growing leasing pipeline in some business units

Further opportunities to deploy balance sheet in the Australian market

73

Outlook operating groups

Real Estate Banking Division

Recovering commercial real estate markets and improved economic conditions generally provides an expectation for

FYi ito be up on FY10

Maintaining the focus on increasing asset realisations through sales of development projects and refinancing near-term

debt maturities

Banking and Financial Services Group

Subject to market conditions expect FYi to be up on FY10

Continued focus on client growth in the non-advised sector and seek organic growth of adviser numbers both domestically

and internationally

Actively seek additional funding opportunities as Mortgages Australia re-enters the market

Continue to explore financial services acquisition opportunities and adjacent businesses domestically and internationally

Continue to focus on providing broad range of cash solutions in the medium term

Use acknowledged risk management strengths to respond to impending regulatory changes in Australia

74



Macquarie Group Limited

Result Announcement for the full year ended 31 March 2010

30 April 2010 Presentation to Investors and Analysts

Second Half

Half Year ended 31 March 2008

Half Year ended 31 March 2009

Half Year ended 31 March 2010

Asset Backed Securities

Amencan Depository Receipt

Australia and New Zealand Banking Group

Australian Prudential Regulatory Authority

Australian Real Estate Investment Trusts

Australian Securities Exchange

Australian Dollar

Assets Under Management

Australia

Available for Sale

Banking and Financial Services

Basis points

Corporate and Asset Finance Division

Compound Annual Growth Rate

Commonwealth Bank of Australia

Central Business District

Collateralised Debt Obligation

Credit Default Swap Index

Central Europe Middle East Eastern Europe and

Africa

Collateralized Loan Obligation

Cash Management Account

Commercial Mortgage-Backed Securities

Cash Management Trust

Canadian Pension Plan Investment Board

Calendar Year 2009

Debt Capital Markets

Dividend Per Share

Dividend Reinvestment Plan

Earnings before Interest Tax Depreciation and

Amortisation

$A

$US

Australian Dollar

Canadian Dollar

United States Dollar

Pound Sterling

Japanese Yen

Aust

AVS

BFS

bps

CAF

Euro

First Half

Half Year ended 30 September 2008

Half Year ended 30 September 2009

First Quarter ended 30 June 2009

CAGR

CBA

CBD

CDO

CDX Index

CEMEA

1H

H09

11-110

1010

2H

2H08

2H09

2H1

ABS

ADR

ANZ

APRA

A-REIT

ASX

AUD

AUM

CLO

CMA

CMBS

CMT

CPPIB

CYO9

DCM

DPS

DRP

EBITDA

ECAM Economic Capital Adequacy Model
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Equity Under Management

Excluding

Financial Institutions Group

Fox-Pitt Kelton Cochran Caronia Wailer

Funds Under Administration

Funds Under Management

Foreign Exchange

Full Year

Full Year ended 31 March 2009

Full Year ended 31 March 2010

Held For Sale

Hong Kong

Half Year

International Finance Corporation

Initial Public Offering

Information Technology

Information Technology Technology

Japan Airport Terminal

Japan Real Estate Platform

Joint Venture

South Korean Won

Korea Exchange

Latin America

Liquefied Natural Gas

Loan to Value Ratio

Mergers and Acquisitions

Macquane Capital

Macquane Airporta Group

Macquarie Advanced Investment Partners

Macquarie Airports

Macquarie Bank Limited

Macquarie Capital Advisers Limited

Macquarie Communications Infrastructure Group

Macquarie Central Office Corporate Restructure

Real Estate Investment Trust

Macquarie CountryWide Trust

Macquane DDR Trust

Macquarie European Infrastructure Fund

Macquarie Funds Group

Macquarie Group Limited

Macquarie Global Property Advisers

Macquails Infrastructure Group

Macquane International Infrastructure Group

Macquane Investment Management Limited

MIP

MIPS

MIS

MLE

MMG

MOF

MoU

MPW

MQBKY

MQG

MSCI

MSG

NASDAQ

No

NYSE

NZ

OTC

PL

pcp

PEALS

PPP

Macquarie Leisure

Macquarie Media Group

Macquarie Office Trust

Memorandum of Understanding

Macquane Private Wealth

Macquarie Group ADA

Macquarie Group Limited

Morgan Stanley Capital International

Macquane Securities Group

National Association of Securities Dealers

Automated Quotations

Number

New York Stock Eschange

New Zealand

Over The Counter

Profit and Loss

Prior Corresponding Period

Perpetual Exchangeable Aesettable Listed

Securities

Public Private Partnership

TSE

TSX

UCIT

UK

US

USD

vs

VWAP

Equity Capital Markets

Europe the Middle East and Africa

Earnings Per Share

ECM

EMEA

EPS

EUM

ex

FIG

FPK

FUA

FUM

FX

FY

FY09

FY10

HFS

HK

HY

IFC

IPO

IT

ITT

JAT

J-Rep

JV

KRW

KAX

Lat Am

LNG

LVR

MA

MacCap

MAG

MAIP

MAp

MBL

MCAL

MCG

MCO CR-A EIT

MCW

MDT

MEIF

MFG

MGL

MGPA

MIG

MIIF

MIML
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Macquarie Infrastructure Partners ABA

Macquarie Income Preferred Securities ABS

Macquarie Income Securities AEB

ATS

AWA

SP
SBI

SGX

ST

THB

TMET

Reserve Bank of Australia

Royal Bank of Scotland

Real Estate Banking Division

Relational Technology Services

Risk Weighted Assets

Standard and Poors

State Bank of India

Singapore Exchange

ShortTerm

Thai Baht

Telecommunications Media Entertainment and

Technology

Tokyo Stock Exchange

Toronto Stock Exchange

Ulster Community Investment Trust

United Kingdom

United States of America

United States Dollar

Versus

Volume Weighted Average Price
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Chairman and Managing Directors Report

Consolidated profit

Year ended 31 March

2010

SAm
2009

$Am Change

Total income 6638 5526 20

Total expenses 5344 4537 18

Profit before income tax 1294 989 31

Income tax expense 201 15 large

Profit from ordinary activities after income tax 1093 974 12

Minority interest 43 103 58

Profit after income tax attributable to

ordinary equity holders

1050 871 21

Macquaries long-term record of growth and evolution

continued in this the year of our 40th anniversary since

inception The strength of our balance sheet together with

our pursuit of opportunities for continued growth led to

range of successful initiatives

The diversity of our operations is key strength During

the year we expanded our global presence through

organic growth business development and selective hiring

We also made number of important strategic acquisitions

particularly in North America and Europe

Macquarie is global financial services specialist with

particular expertise in resources and commodities energy
financial institutions infrastructure and real estate Our

ability to take our extensive knowledge of the Asia-Pacific

region to our clients and investors provides bridge to one

of the worlds key growth regions

Basic earnings per share EPS
cents

Dividends
per

share DPS
cents

300 200

150

L0
2H08 1H09 2H09 1H1O 2H10 2H08 1H09 2H09 1H1O 2H10



Macguano Gro Lnded and vs sAsdanos 2010 Macv Repont rnacquane coon as

Chairman and Managing Directors Report

continued

Initiatives during the year

Mscquarie has demonstrated record of using market

downturns to develop opportunities to grow and

evolve its businesses In the year to 31 March 2010

we expanded our global presence and product offering

by organically growing existing businesses and made

number of acquisitions predominantly in North

America and Europe

Organic growth was achieved through the selective

hiring of individuals and teams with extensive industry

experience adding greater regional depth to our key

businesses This allowed many of our businesses to

expand their product offerings internationally

We expanded our energy presence in Asia and

commenced physical oil trading business in

Singapore Our Fixed Income Currencies and

Commodities Group RCC also started providing

corporate banking foreign exchange and other trading

services to Korean corporate and institutional clients

after Macquarie Bank Umited obtained licence

to offer banking services in Korea FICC recently

established foreign exchange business alliance

with Sun Hung Kal Forex an online foreign exchange

service provider in Hong Kong The New York based

credit trading business experienced strong growth

as it extended its services to include client sales and

trading

Our corporate finance and advaory business

continued to grow its global presence advising on

448 transactions valued at SAl 21 billion Growth in

this business particularly internationally provided

an increasing capacity to utilise global networks to

facilitate transactions for our clients

Operating income by region

2H08u lHO9a 2H09u 1H1O 2H10
$A mu on

1800

Growth in our unlisted alternative asset funds

management business continued with new offerings

in Mexico Russia and Africa We are working with

governments and strong local partners to deliver

infrastructure opportunities

number of strategic acquisitions also added new

teams of people and expanded our service offering

to our clients The newly acquired US-based asset

manager Delaware combined with Macquarie Funds

Group and began developing new products for the US

market with its first joint product offering in January

2010 the Delaware Macquarie Global Infrastructure

Fund

Macqueue Energy FICCs North American energy

marketing and trading business acquired Integrys

Energy Servicetr wholesale electric marketing and

trading portfolio and focused on consolidating its

growing gas and power franchise in the region

Our European and North American equities and

research capabilities were enhanced with the

acquisitions of global financial sector equities

specialist Fox-Pitt Kelton Cochran Caronia Wailer

FPK energy advisory firm Tristone Global Capital

rristone and Sal Oppenheim jr Cie KGaAs Sal

Oppenheim cash equities equity derivatives and

structured products businesses.2 These acquisitions

further expanded our global equities platform taking

our research coverage to over 2700 stocks worldwide

and placing Macquarie Securities among the top eight

global brokers in terms of researth coverage

Operating income excludes earnings on capital and

other corporate items

Completed post balance date

Result overview

Macquarie Group Macquarie reported consolidated

after-tax profit for the year ended 31 March 2010 of

SAl 050 milton an increase of 21
per

cent on the

previous years profit of $A871 miflion Earnings per

share were $A3.20 an increase of three
per

cent from

$A3.1 in the prior year Return on equity was 10.0 per

cent per annum slightly up on the prior year

Total operating income for the year was

$A6638 milton 20
per

cent increase from

$A5526 milton in the prior year The increase was

largely attributable to improving market conditions

growth in existing businesses aiong with contributions

from new businesses gains from listed fund initiatives

and reduction in the level of write-downs and

provisions compared with the prior year

At operating groups and divisions reported improved

results on the prior year
Total international income

increased by 43 per cent to $A3351 million

accounting for 52 percent of total income Total

staff exceeded 14600 with more than 7300 staff

now empbyed in our offices outside Australia This

represents 50 per cent of total staff compared to

43 per cent in the previous year

Assets under management increased 34 per cent from

$A243 bilion at 31 March 2009 to $A326 billion at

31 March 2010 Most of the increase was attributable

to the acquisition of Delaware Investments Delaware

US-based diversified asset management firm with

more than $Usi 25 billion in assets under management

at the time of acquisition

Operating expenses were $A5344 million an 18 per

cent increase from $A4537 million in the previous

year largely attributable to the 15 per cent increase

in the number of staff The expense to income ratio

decreased to 80.5 percent compared with 82.1

per cent in the previous year The effective tax rate

for the year increased to 16.1 percent from 1.7 per

cent in the pnor year largely due to lower level of

writedowns and impairment charges

Operating conditions

Operating conditions continued to trend back to

normal during the year leading to greater activity

across many of our businesses Equity market

trading conditions improved across Australia and Asia

while the US and Europe remained subdued This

was positive for our Asia-Pacific equities and funds

management businesses including our growing retail

franchise

The environment for mergers and acquisitions MM
across most industry classes remained constrained

compared to historical standards with global deal flow

substantially lower than in the prior year Asia Australia

and Canada however experienced good equity capital

markets ECM activity

Energy and commodity market conditions generally

improved metal prices continued to rise wiuile foreign

exchange volumes remained depressed US credit

trading markets rallied alongside equity markets The

dislocation of global credit markets together with the

scale back of lending activities by financial institutions

provided opportunities for our corporate and asset

financing businesses
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Chairman and Managing Directors Report

continued

Our retail financial services platfomi was enhanced

with the acquisition of Canadian retail broker

Blackmont Capital Inc Blackniont which was

renamed Macquarie Private Wealth Canada The

Banking and Financal Services Group also selectively

recruited experienced people to support growth in its

European and Asian businesses

The Corporate and Asset Finance Division acquired

portfolio of approximately SAl .0 billion of Australian

auto loans and leases from Ford Credit Australia Post

balance date it agreed to acquire $US1 .7 billion1

atcraft operating lease portfolio from International

Lease Rnance Corporation ILFC subsidiary of

American International Group Inc AIG

Refer to Regional Activity and commentary from

operating groups and divisions for additional detail on

initiatives during the
year

Ca

Macquarie has long-term policy of holding level

of capital which efficiently supports our business We

have consistently grown our capital base ahead of

business requirements During the year we raised

SAl .2 billion through an institutional placement and

retail Share Purchase Plan This further enhanced

Macquarie strong capital position providing the

flexibility to build on market opportunities

Our regulatory capital at 31 March 2010 was

SAl 1.8 billion which was $A4.0 billion in excess

of Macquarle Group minimum regulatory capital

requirement Over go per cent of capital is core capital

ordinary equity plus retained earnings

Net of current cash and reserves.and subject to

adjustments

We remain very
well funded Term assets are covered

by temi funding and equity Short-term wholesale

issued paper remains small portion of overall

funding at seven per cent of the total funding sources

Between 31 March 2009 and 31 March 2010 retail

deposits increased 16 per cent from SAl 3.4 billion

to SAl 5.5 billion

Post balance date unit holders in the Cash

Management Trust CMT approved the transfer of

funds to the Cash Management Account CMA
effective 31 July 2010 The net balance in the CMT at

31 March 2010 was SAQ.5 billion

During
the

year Macqusse issued $US2.5 billion of

non government guaranteed term debt in the US

market to institutional investors We were the first

Australian financial institution to issue benchmark

unguaranteed term debt issue in the US pcet the

disn.rption to global financial markets in September

2008 The removal of the government guarantee was

anticipated and is not expected to impact Mscquarie

funding position

Performance

Macquaries share price made good recceery during

the
year

From April 2009 to 31 March 2010 the

share price increased by 75 percent Macqusrie%

share price is only 11 per cent below its level at

31 March 2008 compared with the MSCI World

Diversified Financrals index MSCI which is 36 per

cent lower The MSCI comprises range of financial

companies offering wide variety of products and

services including securities and invesfment products

MM advisory and equity underwriting various lending

products and insurance products

From the date of listing on 29 July 1996 through to

the close of the financial year on 31 March 2010

Macquaie has delivered total refum to shareholders

of over 1170 per cent Over the same period the

average total shareholder ref urn of Ihe ASX top 50 was

approximately 315 per cent

Dividend

The Board has declared final ordinary dividend

of SAl .00 per ordinary share unfranked up from

SAO.86 in the first half making the total ordinary

drcidend payment for the year SAl .86 per share This

is broadly in line with the total dividend of SAl .85 per

share in the prior year it represents payout ratio

of 60 percent in line with our dividend policy of

mantaning an annual payout ratio in the
range

of 50

to SC per cent of net earnings attributable to ordinary

shareholders The future rate of franking remains

subject to the composition of income but it ia likely

that future dividends will remain unfranked for the

foreseeable future

Msoqusrie has advised that from the final dividend

for the
year

ended 31 March 2010 to be paid in July

2010 it wf II only facilitate the direct credit of dtadends

or the participation in the Dividend Ralnvestment Plan

DRP for Australian shareholders Non-Australian

resident shareholders will be able to continue to

receive dividend cheques Due to our strong capital

position decision has been made to remove the

2.5 percent discount to market value in the pricing of

the DRP shares effective for the 2010 final dividend

and we have announced change to the DRP Rules

to allow the future on-market porohase of shares

instead of the issue of new shares to satisfy future ORP

allocations

The Macquarle model

Macquatie is global provider of banking financial

advisory investment and funds management services

to our clients

While our model has not significantly changed over the

years Macquarie has continually adapted to variations

in the environment in which we operate We pursued

growth opportunities during the past year whioh

resulted in the continued evolution of our business As

the operating environment improved our businesses

took the opportunity to enter new markets develop

new and expanded product offerings selectively

acquire new businesses and in some oases exit

activities

Macquarie Groupfr strategy is to focus over the

medium ferm on key fundamentals the provision

of servioes to our clients the alignment of interests

with shareholders investors and staff conservative

approach to risk management incremental growth and

evolution maintaining operations that are diversified

by business and geography and an ability to edapl to

change

Risk management

Macquaries strong financial position before during

and art er the giobal financial crisis reflects well on

our robust risk management framework We have

always sought to clearly understand and identify the

consequences of worst case outcomes to ensure that

these can be tolerated

Central to our business is strong cuiture of risk

management which is embedded across all operating

groups and divisions As Macqueries operating groups

build on global growth and transaction opportunities

our risk management framework adapts to msintaln

effective risk oversight The Risk Management Group

increased its numbers globally during the year

Macquarie Group Employee Retained Equity Plan

MEREP

Following shareholder approval of changes to our

remuneration arrangemenfs on 17 December 2009

Maoquarie now invests algnff cent proportion of

employees annual retained profit share in the MERER

Staff promoted to Director level effective July 2010

will also be granted equity awards under the MERER
To date the Maoquarie shares required for the delivery

of MEREP awards have been issued by Maoqusrie

For the retained profit share and promotion awards for

the financial year ended 31 March 2010 the required

shares will be bought on-market except for the

proposed MEREP awards for the Managing Director

which are suect to shareholder approval Shareholder

approval for the Managing Directorla MEREP awards

will be sought at the 2010 Msoquarie Group AGM in

July

Refer to the Remuneration Report within the Directors

Report for further information on Msoqusriefr

remuneration arrangements

Our people

Our culture and people ensured our successful

navigation of the events of the past two years and

remain the foundation for the continued success of

our business As result of number of acquisitions

and the selective hiring of individuals and teams

during the year staff numbers increased by 15 per

cent from 12716 at 31 March 2009 to over 14600

at 31 March 2010 Notable staff increases related to

the acquisitions of Delaware and Blaokmont which

brought respectively approximately 520 and 410 new
staff to Macquarie

As global conditions continue to improve and financial

services firms seek to secure experienced staff the

importance of attracting and retaining high-qualty

people is paramount key factor in Maoquaiiefr

long term growth has boon its ability to attract and

retain high-quality staff whie aligning the interests of

shareholders and staff through performance-based

remuneration

Funding

Macquarle share price vs the MSCI World MSCI Diversified Flnancials Index

MSCI World Diversified Finanoals Index Macquane Group
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Operating groups and divisions

Macquarie Securities Group

Key services offered by operating groups

and divisions

Macquane Secunties Group

Institutional cash equities

Derivatives DeltaOne Trading

Institutional and retail denvatives

Corporate Action trading

Axbitrage trading

Synthetic products

Global Securities Finance

Capital management collateral management

and securities borrowing and lending

Macguano Capital

Corporate finance including advisory

Equity capital markets

Debt structuring and distribution

Alternative asset funds management

Private equity placements

Principal products

Macquarie Funds Group

Management of funds in

Equities

Fixed income currency and commodities

Infrastructure securities

Real estate securities

Private equity and hedge fund of funds

Affiliated managers

Investment solutions and sales

Fixed Income Currencies and Commodities Group

Energy markets

Metals and energy capital

Credit markets

Agricultural commodities

Foreign exchange

Debt markets

Emerging markets

Futures

Banking and Financial Services Group

Financial advice

Cash management services

Wealth management and private bsnking

Full-service broking

Mortgages

Life insurance

Business banking

Investment products

Administrative and portfolio services

Corporate and Asset Finance Division

Structured corporate debt financing

Acquisition of secondary market corporate debt

Equipment leasing

Specialised asset finance

Asset lifecycle services

Equipment trading and remerketing

Real Estate Banking Division

Real estate funds management

Real estate investment

Real estate development and asset management

Real estate project and development financing

Macquarue Securities Group MSG contributed

$A580 million to Macquanes total profit from operating

groups for the year to 31 Marth 2010 This was an

increase of 111 per cent on the prior year It generated

operating income of $A1 480 milion an increase of

10 per cent on the prior year

The contribution from the Cash Division was

90 per cent up on the prior year Secondary market

commissions were up on the prior year with increased

contributions from the US and European platforms

from organic growth as well as the acquisitions of Fox

Pitt Kelton Cochran Carorria Wailer FPl and Tristone

Capital offset by the stronger Australian dollar The

business maintained its number one rsnkingi in market

share in Australia and continued to grow market share

in other regions Equity capital market ECM fees were

up on the prior year given the significant increase in the

number of capital ralsings particularly in Asia Australia

and Canada

The Derivatives DeltaOne Trading Division result

was 483 per cent up on the
pnor year

due to improved

trading conditions and an increase in product volumes

albeit from low base

During the year MSG continued to grow its global

platform both organically and via number of

acquisitions The business took the opportunity to

hire individuals and teams of people particularly

in the US and Europe bringing both expertise and

important regional relationships to Macgushes

growing equities franchise

Operating group and division contribution to profit

2010 2009

Net profit

contribution

Mm
Contribution

to profit

Net profit

contribution

$Am

Contnbution

to
profit

Macquarie Securities Group 580 23 275 40

Mscquarie Capital 657 26 257 36

Macquarie Funds Group 95 45

Fixed Income Currencies and

Commodities Group

827 33 509 74

Banking and Financial Services

Group

261 10 99 14

Corporate and Asset Finance

Division

264 10 66 10

Real Estate Banking Division 152 362 52
Combined institutional and retail market share
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Operating groups and divisions

Macquarie Capital

On December 2009 MSG completed the acquisition

of FPK The acquisition has enhanced Maoquarietr

global financial institutions AG specialist group

capabiity and boosted Macquaries standing with

financial institutions and corporates around the world

adding deep sector expertise in the US and Europe

to complement Macquarieb wail-established AG

position in the Asia-Pacific region The acquisition has

increased the access and reach of our equity offering

to institutional clients growing our AG research

coverage to approximately 765 stocks globally

On April 2010 post balance date MSG completed

the acquisition of two separate businesses of German

private bank Sal Oppenheim Jr Ole KGaA that were

announced during the year

The cash equities business which comprises

equities research sales tmding and execution

functions focused on Continental Europe with

particular strength in Germany The acquisition

broadens our pan European business bolstering

our presence in key European markets and

complementing existing operations

The equity derivatives and structured products

business which complements Macquaries existing

Asian derivatives operation and adds wider set

of products to its growing European business

The acquisition brings more than 90 new staff to

Macquarie based in Switzerland and Germany

The business has market making and issuance

operations on exchanges in Germany Switzerland

Austria and Italy

These acquisitions take Maoquarietr research coverage

to around 2700 stocks globally It aba places

Macquarie in eighth position in terms of global research

coverage

Outlook

Subject to market conditions MSG currently expects

its result for the
year to 31 March 2011 to be up on the

prior year

We expect improved market conditions to provide

good growth opportunities for the Cash Division

although we expect iower Ievai of Australian ECM

actMty

Overall the group sees good growth opportunities

in the medium to bag term Our vision is to be seen

increasingly as global broker with strong Asia Pacitc

foundations We will seek to maintain our number one

ranking in market share for cash equities in Austrata

and continue to grow market share in other markets

We expect volumes for the Derivatives DeitsOne

Trading DMsion to increase and for trading conditions

to continue to improve The business is looking

to maintain its leading positions and market share

ranking for its warrants products in Austrata Hong

Kong Korea and Singapore The business will pursue

new opportunities including the development of an

Indian derivatives business It will continue to grow

the derivatives business in South Africa and maintain

focus on providing its global institutional derivatives

platform to dents across the globe

The group wiN aiso continue to consider strategic

acquisition opportunities in each region

About Macquails Securities Group

The Cash Division operates as full service

institutional cash equities broker in the Asis-Pacifio

region In the rest of the world it operates as

speoislised institutional cash equities broker it provides

equity capital markets products and services through

joint venture with Macquarie Capital Advisers

The Denvatives DelfaOne Trading Division

combines the grouptr institutional and retail derivatives

structured equity finance arbitrage trading synthetic

product businesses and global securities finance

Global securities finance includes capital management

cash and iquidity management and interest rate and

foreign exchange hedging collateral management and

securities borrowing and lending

Macquarie Capital contributed $A657 million to

Mscquarie total profit from operating groups for

the year to 31 March 2010 This was an increase of

156
per

cent on the resuit achieved in the prior year

It generated operating income of $A1 .669 million an

increase of 11 per cent on the pnor year The improved

result was largaly attributable to the completion of

number of listed fund initistives partially offset by lower

advisory revenue

Despite market conditions we advised on

448 transactions valued at $A121 billion Equity

under management EUM declined 28 per cant from

$A53.3 billion at 31 March 2009 to $A38.6 billion

at 31 March 2010 and assets rindar management

AUP4 decreased 40 per cant from Ml 59.5 billion to

$A96.5 billion The deotnes in AUM and EUM were

primarily driven by the implementation of strategic

initistives in Macquwie Capital managed ASX listed

funds and the strengthening in the Australian dollar

Macquarre Capital Advisers

As outlined in the Regional Actwity section of this

report Macquarie Capital Advisers advised on

number of significant transsctions Other significant

roles included

Adviser to Goodman Group on its reoapitalisation

including $A4 bilion debt restructuring

$Al .3 billion equity raising and $A500 million

hybnd securities issued to China Investment

Corporation

Joint global coordinator and joint underwriter for Rio

Tintotr global $US1 5.2 billion renounceable rights

issue

Financial adviser to Cintra and Meridism

Infrastructure on the $US2 billion North Tarrant

Express managed lanes project in Texas US

Co financial adviser to Bouygues Construction and

Mwidiam Infrastructure arranging $U5723 million

of debt on the Port of Miami Tunnal and Access

Improvement Project in Mismi US

Adviser to Bakwena Platinum Corridor

Concessionaire on its ZAR3.5 billion toll road

refinancing in South Africa

Adviser to Inexus UK gas and aiectrioity

distribution business on the
restructuring of its debt

facilities

Adviser to Bord Gais Eireann leading Irish

energy provider on the 500 million acquisition of

SWS Natural Resources one of the largest send

generators in Iraland

Adviser to Viterra on its $A1 .6 bilion aoquiwiion

of ABE Grain and underwater for its $A51 million

equity raising

Adviser to Transpacific Industries Group on its

$A8D1 milton recapitalisstion and $A2.3 billion debt

refinancing

Joint structuring adviser and joint lead manager for

the $4.2 btiion PEALS hybrid issue by CEA

Joint finanoial adviser lead manager and

underwriter for the $A8.9 billion reoaprtalisstion and

restructure of Prime Infrastructure

Includes stooks to be initiated under Macquarie

following Sal Oppenheim acquisition
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Operating groups and divisions

Macquarie Funds Group

Adviser to Younghwa Engineenng on the sale of

Younghwa Engineering to MBK Partners in Korea

Joist lead manager for ANZ $A2 billion CPS2

capital raiaing

Adviser to Eldorado Gold Corporation on its

$C2.4 billIon cross-bottler acquisition of Sino Gold

MinWig Umited

Joint global coordinator and lead arranger on the

$US1 .6 billion takeover and IDX-listrig of BUMA
lndoneaia second largest mining contractor

Adviser to TriStar Oil Gas on its $C2.7 billion

strategic combination with Petrobank Energy

Resources

Joint load manager and underwnter to Mirvac Group

on its Ml .1 bilion capital raising and joint financial

adviser on its acquisition of the $A81 million Mirvac

REIT

Adviser to Central Pattana Public Company

leading developer and manager of retail

and commercial properties in Thailand on

THB5.7 billion real estate investment

Adviser to Rio unto on the proposed Westem

Australian iron ore joint venture with BHP Billiton

The acquisitions of specialist firms Tristone and

FPK have enabled Mscquarie Capital to deepen its

expertise in resources and financial institutions advisory

respectively

Macquarre Capital Funds

Macquarie Capital Funds has continued to grow its

unlisted funds management business launching new

funds in Russia Mexico and Africa During the year

Macquarie Capital Funds raised MS billion of fund

and consortia equity bnnging the equity available for

investment to $A7 billion

Several ASX listed fund initiatives aimed at cloalng

the gap between listed market prices and directom

valuations were completed These initiatives resuited

in the internaliaed management of Macquarie Airports

Mscquacie Leisure Trust Group and Macquarie Media

Group the restructure of Macquarie Infrastructure

Group isto two separate listed entities the takeover of

Macquarie Communications Infrastructure Group by

the Canadian Pension Plan Investment Board end the

sale of the majority of our Australian core real estate

funds management platform to Charter Hall

Outlook

Subject to market conditions Macquarie Capital

expects its resuit for the year to 31 Maroh 2011

to exceed the prior year with reasonable activity

expected in the Asian US Canadian and Australian

marksts albeit likely lower leval of Australian ECM
Growth prospects for our Europe Middle East and

Athcan businesses are promising as economic activity

in this region is expected to improve Our alternative

asset funds strategy wil be to focus on unlisted

fund raialnga and continued expension into new

geographies and sectors

About Macquails Capital

Macquarie Capital includes Macquaries corporate

advisory equity underwriting and alternative asset

funds management businesses

Macquarie Capital Advisers provides advisory and

capital raising services to corporate and government

clients involved in public mergers and acquisitions

private treaty acquisitions and divestments debt and

equity fund ralsing and corporate restructuring

Advisory activities are aligned into industry groups

reflecting key areas of expertise in infrastructure

and utilities resources telecommunications media

entertainment and technology TMET real estate

industrials and financial institutions

Macquarie Capital Advisers also encompasses

Macquarre Capital Funds which manages range of

aiternative asset funds including infrastructure and real

estate funds

Macquarlo Funds Group MFG contnbuted

sAgS million to MscquariWs total profit from

opersting groups
for the full year to 31 March 2010

This was an increase of 111 per cent on the prior

year
it generated operating income of $A427 mflion

an increase of 27 per cent on the prior year The

resuit was dnven by ongoing base management

fee revenue gains on seed capital positions due to

strong investment performance lower cost base

and the three month contribution from Delaware

Investments Dalaware The acquisition of Dalaware

US-based droersified asset manager was completed

in January 2010

Total assets under management AUM increased from

$A49.7 billion at 31 March 2009 to $A209.9 billion

at 31 March 2010.The increase was largely resuit

of the Delaware acquisition which contributed

SAl 51 .1 bfton of AUM st 31 March 2010 The group

also experienced inflows into institutional cash fixed

income and equities products combined with rising

asset values contributing $Ag.1 billion to the increase

in AUM

The strong performance of many of MFG managed

fund asset classes resulted in inflows from both

institutional and retall investors In particular good

inflows were experienced into the Axed Income

Currency and Commodities and Listed Equities funds
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Operating groups and divisions

Fixed Income Currencies and Commodities Group

The addition of Delaware enhances MFffs giobal

product development and distribution capabilities In

the short period since acquisition MFG has launched

the Delaware Macquake Global Infrastructure Fund

which combines Delawareiv US distribution platform

with MFGiv infrastructure investment expertise

Further the US asset management distribution

teams of the two businesses have now been brought

together under the stewardship of Delawareiv I-lead

of Distribution Delawares capabitities have also been

added to MFGiv offering to investors in Australia Asia

and Europe

MFGiv Investment Solutions and Sales Division ISS
continued to develop and offer fund based structured

products for retail and institutional investors The

Division cspitalised on market conditions during the

year augmenting its structured product offering and

enhanced its capablities i-i the US market with the hire

of number of experienced senior executives During

the period ISS successfully launched new generation

of capital protected investment products with capital

protection annually rather than only at maturity and

launched the Macquarie Ufetime Income Guarantee

Policy longevity risk protection product

Outlook

The
recovery

in investor sentiment hss wsuited in

increased fund flows from both retail and institutional

investors We expect strong performance across

MFGiv various products to provide continued growth

in AUM We also expect substantially greater

contribution from Delaware in its first full year of

operation within MFG Subject to market conditions

the group expects the result for the year ending

31 March 2011 to be well up on the prior year

The group will also continue to consider strategic

acquisition opportunities particularly in the larger

capital markets

About Macquarie Funds Group

The Equities Division operates in Australia Asia and

the US and manages assets across the full spectrum

of domestic and international funds Its investment

process hss evolved to become fusion ot quantitative

and fundamental strategies The divialon offers

range of products including High Conviction Global

Thematic Asian Emerging Markets and wide range

of hedge funds

The Fixed Income Currency and Commodities

Asset Management Division operates in Australia

the US and the UK and is one of Australias largest

cash and fixed income managers This dMsion

manages range of fixed Some products along with

currency products spanning from passive to dynamic

commodities and an active hedge fund

The Infrastructure Securities Division operates in

Sydney and New York and is market leader in the

management of giobal and emerging market listed

infrastructure securities

The Real Estate Securities Division offers investment

solutions managed by dedicated and experienced

global real estate securities team with operations in the

US Europe Asia and Australia

The Fund of Funds Division
provides innovative

fund of private equity funds and fund of hedge funds

products ualng disciplined and extensive investment

process designed to provide risk controlled

professionally managed portfolio with diversified

exposure to high quality funds

The Investment Solutions and Sales Division

speclalises in providing range of market leading

investment solutions to clients The dlasion

structures and distributes Macquarie Funds products

independently and through joint ventures giobally The

divialon also provides leverage solutions to clients

across range
of underlying asset classes including

funds of hedge funds

Macquake Affiliated Managers specialises in growing

the asset management business through acquisitions

of and partnerships with external asset managers

It pursues strategic acquisitions which can extend

the footprint of Macquaries broader securities asset

management capabilities ss wall ss the purchase

of controlling stakes in specialist managers that it

believes can benefit from an affiliation with Macquake

Delaware which wss acquired in JanuarK is pert of

this buaness Additionally Affiliated Managers has an

interest in specialist energy asset manager in Korea

Fixed Income Currencies snd Commodities Group

FICC contributed $A827 million to Macquarieiv total

profit from operating groups for the year to 31 March

2010 This wss an increase of 62 percent on the pnor

year with all operating divisions profitable It generated

operating income of $A1 .480 million an incresse of

43 per cent on the prior year

Metals and Energy Capital was strong contributor

for the year experiencing continued improvement

in trading conditions successful asset realisations

and the benefits of return to more normal market

conditions in the project finance sector

Energy Market Divisions reauit was driven by strong

performance of the US and UK
energy operations

including the European utilities offering and growth of

the global coal business During the
year the business

experienced generally low volatility and mixed market

liquidity However more recently energy market

conditions have shown signs of improvement

Debt Markets which post balance date hss merged

with the Foreign Exchange Division to become Axed

Income and Currencies Diviaion made strong

contribution Improving Australian debt market

conditions supported increased debt market activity

The contribution from Foreign Exchange FX was

wall down on the record result achieved in the prior

year algnfficant reduction in both volatility and

tumover in giobal foralgn exchange markets during the

year impacted all FX marker penicipanta The strong

Australian dollar placed addffional downward pressure

on the division iv result
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Operating groups and divisions

Banking and Financial Services Group

The Credit Trading Division achieved an outstanding

result in its fIrst full year aa an operating dMsion within

FICC This result was driven by selective product

expansion the extension into client sales and trading

and the rally in credit markets

The Emerging Markets Division made strong

contribution for the year its first as full operating

division Its performance was underpinned by

increesed client activity expansion
of emerging market

products and services and its geographical expansion

into the US and Europe

The result from Agricultural Commodities was up

on the prior year reflecting strong contribution from

agricultural over the counter products particularly in

the Americas and the freight business made solid

contribution

The contribution from Futures was broadly in line with

the prior year with exchange volumes recovering

atreit in an inconsistent manner

Notable activity during the year included

extension of the US credit trading business to

include client sales and trading and expansion into

the UK

the acquisition of substantially all of the wholesale

electric marketing and trading portfolio of Integrys

Energy Group

selective expansion of energy markets and regions

traded including European and UK power markets

broadening emerging markets services to European

market participants

growth in physical shipping and freight capabilities

expansion into Korea and early stage build out of

FICCs strategy for Asia

Outlook

FICC will continue to focus on growth across its key

markets in core geographic regions and protecting the

market share of its more mature domestic businesses

FCC expects continued improvement in market

conditions with strong return of competitors across

many market segments accompanying the improved

confidence in markets generally

The group expects its result for the
year

to 31 Maroh

2011 to be moderately up on the prior year as it

continues to invest in organic growth initistives

About Fixed Income Currencies end Commodities

Group

The Energy Markets Division provides risk

management solutions to energy producers

consumers and investors across broad range of

products and acts as trading intermediary in gsa and

power in the US snd Europe

The Credit Trading Division facilitates client

transactions with institutional inveafora and makes

markets in aecondary trading of and investing in

corporate debt securities credit default awapa

syndicated bank loans cotsteralised debt obligations

asset-backed/mortgage based securities and

derivatives of these products

The Foreign Exchange Division provides

24 hour interbank FX services in afi currency pairs

to institutional clients in Austrelis and gbbally and

accesses retail FX volumes through service provision to

retail platforms

The Metals and Energy Cspital Division provides

equity and debt finance globally to the metals and

energy sector as well as providing trading and hedging

services to the base and precious metals sectors

The Agncultural Commodities Diviaion provides

risk management atnictured financing and physical

commodity solutions across agricultural commodties

globally and selected dry and wet freight routes

The Emerging Markets Division provides full suite

of servicea to institutional and local market participants

in emerging markets globally

The Futures Division provides full range of broking

and clearing services on all msjor futures exchanges

The division is leading provider of these services in

the Australian market and is pursuing opportunities in

offshore markets

The Debt Markets Division to merge with Foreign

Exchange Division and be renamed Fixed income and

Currencies Division arrangea and places primary debt

for clients and provides secondary market liquidity

in govemment inflation linked corporate global

mortgage and asset-backed securities and provides

interest rate derivative structuring and hedging

solutions for clients

The Central Division is an incubator for various

non-dMsion specific early-stage or cross-divisional

initiatives including Environmental Financial Products

Structured Commodity Finance new jurisdiction and

branch initiatives and joint ventures and alliances

Banldng and Financial Services Group BFS
contributed $A261 million to Macquariels total profit

from operating groups for the
year

to 31 March 2010

It generated operating income of Ml .251 million an

incresse of 55 per cent on the prior year as result of

improving market conditions growth in client numbers

and increased inflows into core products such as cash

and wrap

BFS continued its international expansion with the

acquisition of Canedlen financel services company

Blackniont Capital Inc Dleckmont Blsckmont is

Canadian full service wealth management and

investment dealer with 410 full-time atafi members

in 12 offices in five provinces across Canads This

acquisition increased BFS staff numbers in Norih

America making it the aecond largest BFS operation

globally with almost 20 per cent of the groups stafi

now working there Integration
of the business into

Mscquarie is wall advanced and we are ahead of

schedule in terms of recruitment of advisers increase

in client assets under management and growth in

revenue

The Business Banking Division launched Premium

Funding venture with the AON Group of Companies in

Canada UK and Ireland in September This agreement

has significantly extended Business Bankingtr Premium

Funding fcotprint in these markets and reinforced

Macquartets commitment to the Canadian premium

finance market

The group also launched premium platform service

in the UK to support professional finandal planners in

providing services to their clients

The cash businesses continued to perform strongly

with retsil cash deposits increasing from $A1 3.4 bilion

at 31 March 2009 to $A15.5 billbn at 31 March 2010
Over the same period the Cash Management Account

CMA increased from $A1 70 million to $A3.6 billion

drivan by tsilored offerings with competitive interest

rates
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Operating groups and divisions

Corporate and Asset Finance Division

Funds under administration in Macquarie Wrap

reached $22.5 billion at 31 March 2010 up from

$17.5 billion at 31 March 2009

Macquarie Life Inforce risk insurance premiums

increased 103 per cent on the prior year and for the

second consecutive
year Macquarie Life was awarded

Five Star status in the 2009 WA Taylor Intermediary

Study which
surveys 1000 advisers satisfaction levels

in the life insurance market

Overall BFS client numbers increased nine per cent to

863000 with good growth in Mscquarie Cards client

numbers International client numbers reached 70000

post the acquisition of Blackrnont

Based on market share and trading volumes

Macquarie Private Wealth again held the number one

position for full-service retail stockbroldng

In August BFS launched its new online trading

platform Macquane Edge web-based service

tailored for the increasing number of Australians

who self-manage then share market trading actMt
The site includes wide range of news and analyst

commentary company profiles and access to

Macquarie research

Macquarie Professional Series was named Product

Distributor of the Year in the 2009 Standard Poors

SP Fund Awards SW also named Macquarie

Professional Series manager Wafter Scott Partners

Licrited as the top International Equities Developed

Markets fund for the third consecutee year

Post balance date unit holders in the Cash

Management Trust CM approved the transfer of

funds to the CMA effective 31 July 2010 The balance

in the CrviT at 31 March 2010 was $A9.5 bilhon2

Oook
Subject to market conditions BFS expects its result for

the year ending 31 March 2011 to be up on the pnor

year

The group will continue to consolidate its businesses to

help maintain its leading market position in the advice

and intermediary markets BFS will continue to look for

appropriate acquisition and partnership opportunities

which offer differentiated wealth management

solutions

Continued international expansion will be priority for

the group with efforts concentrated in North America

Asia and Europe

BFS will continue to use its acknowledged risk

management strengths to respond to impending

regulatory changes

About Banking and Financial Services Group

BFS is the primary relationship manager for

Macquaries retail client base The group brings

together Macquarie retail banldng and financial

services businesses providing diverse range of

wealth management products and services to financial

advisers stockbrokers mortgage brokers professional

service industries and the end dient

Macqusrie Adviser Services manages relationships

with external financial intermediaries and provides sales

services and product management of in-house and

external products

Macqusrie Direct provides range of consumer and

financial products for 1S4000 non-advised clients in

Australia This includes self -directed stock broking

through the Edge online trading platform Macquarie

credit cards and cash products

Macquarie Global Investments provides investment

products for retail and wholesale investors globally The

division indudes the Macquarie Professional Series

Macquane Private Portfolio Management and the

Macquarie Pastoral Fund

Macquarue Private Wealth maintains direct

relationships with more than 197000 clients offering

diverse range of services including full-service

broking strategic financial planning executive wealth

management and private banking

Macquarre Relationship Banking provides innovative

banking services to successful small to medium

sized businesses professionals and high net worth

individuals

BFS North America is responsible for expanding the

groups mortgages banking and premium funding

businesses along with the new Macquarie Private

Wealth Canada into the North American market

BFS Europe and Asia is responsible for expanding

the group wealth management business into the

Asian UK and European markets It has joint venture

agreement with the Indian company Reigare

Corporate and Asset Finance Division CAF
contributed $A264 million to Macquaries total profit

from operating groups for the
year

to 31 March

2010 an increase of 300 per cent on the prior year

It generated operating income of $A456 million an

increase of 116 per cent on the prior year

At 31 March 2010 CAF managed lease and loan

portfolio of $A1 3.6 billion an increase of 61
per cent

from 31 March 2009 The growth in the portfolio was

mainly due to the expansion of corporate lending

actMties and the acquisition of $A1 .0 billion portfolio

of Australian auto loans and leases from Ford Credit

Australia in October 2009

The expansion of CAFs corporate lending activities

during the year was response to the dislocation

of global credit markets The scale back of lending

activities by other domestic and international financial

institutions provided Macquarie with the
opportunity to

acquire or originate quality corporate loans at attractive

net interest margins

During the
year CAF acquired the Technology

Services Division of Relational Technology Solutions

Relational This business provides IT related services

that are complementary to CAPs existing US IT

leasing business and expands and further strengthens

Macquade US IT leasing platform As part of the

agreement CAF will also manage Relationars existing

$US500 million IT lease portfolio

Post balance date CAF agreed to acquire an aircraft

operating lease portfolio from International Lease

Finance Corporation for $US1 .7 billion net of current

cash reserves and subject to adjustments The

portfolio consists of 47 modern aircraft on lease

to 35 airlines in 27 countries Completion of the

transaction is expected to occur over the remainder of

calendar 2010

Outlook

The CAF Division expects its result for the year ending

31 March 2011 to be significantly up on the prior

year The division will continue to actively seek further

acquisition opportunities It expects continued growth

in its existing businesses and further expansion into

new geographies and asset classes

About Corporate and Asset Finance DMsion

CAF provides innovative and traditional capital finance

and related services to clients operating in selected

international markets specialising in leasing and asset

finance offering tailored debt and finance solutions and

asset remarketing sourcing and trading

IRESS consideration traded

Exckrding existing amounts held on deposit with MBL
at 31 March 2010 of $A0.5 billion

25 26



Macquane Grate Looted and to ataiderrea 2010 Anrnjd Report macqoorre conan

Operating groups and divisions

Real Estate Banking Division

Other groups and divisions

Real Estate Banking Division REB result for the

year to 31 March 2010 was net loss of Ski 52 milton

which was 58 per
cent below the loss reported

in the prior year It generated an operating loss of

sAl 00 miNion 53 per cent below the operating loss in

the prior year The negated result was largely driven by

the
recognition

of asset impairment losses

Assets under management decreased by 68 per

cent during the year from 5A14.8 billion at Si March

2009 to $A5.O billion This was largely due to the

strengthening Australian dollar resulting in lower

offshore asset values as well as wale-downs and

disposals by some funds

Outlook

The dtssion will maintain its focus on increasing asset

realisations through asles of development projects

and the refinancing of near term debt maturities REB

expects its result for the year to 31 March 2011 to be

improved on the prior year

About Real Estate Banking Division

REB manages real estate balance sheet positions

across number of locations and products

Its operations include real estate development

management and funds management deal sourcing

advisory structuring and financing with activities in

Australia Asia North America the UK and Africa

Corporate Affairs Group GAG provide

esserr al ard
pr tessiooal service roy all areas ol

Macquarie TI ere are 1ev divisioos in GAG whisk work

together 10 provide veamleva multi disciplinary upport

it ra Iris sire tailored business requirewen while

air taieiog appropriate levels ot risk management

mpliarre at orporale go ernance

The Finance Divisron supports MscqusriWs operating

groups by providing financial control financial and

capital management management reporting end

budgeting and divtsional accounting services The

Dalalon is structured along bualness lines with

dedicated team co located with and providing support

to each operating area In addition there are central

functions such ss Group Finance and Global Financial

Services that provrde services across the whole

of Macquaie Global Financial Services GFSj has

been formed to create more efficient and scsleable

operating modal for the service dalivery of the division

GFS currently provides range of services from

Sydney and New Dalhi

The Group Financial Management Division is

responable for the management of Macqueries capital

position and more generally providing strategic advice

end expertise to management in relation to the balance

sheet

The Settlements Division is structured to provide

independent specialist verification confirmation

and settlement facilities for variety of products

and currencies for many of Macquaries businesses

globally The Division provides key segregated control

function built on strong operational nsk management

and control culture that is consistent and resilient

The Business Improvement and Strategy Division

offers strategic advice and expertise to all Mscquaie

and related entities The Divaion helps businesses

to deliver programs for business unit growth and

operational effectiveness It is also responsible for

facilitating Macqueries annual corporate strategy

process

The Taxation Division provides taxation support to

all areas of Macquerie managing relationships with

revenue authorities worldwide and compliance with

taxation legialstion

Group Treasury is responalble for the funding liquidity

and interest rate risk management of Mecqueries

balance sheet In addition Group Treasury mensges

Macqueries liquid asset portfolio and is responalbla for

managing banking and rating agency relationships

The Corporate Communications and Investor

Relations Division CCIR actively engages with

shareholders debt investors investment analysts

governments media staff and the wider community

to msximise their understanding of Mecqusne and to

enable Macquane to understand the expectations of

our key stekeholders

CCIR is responsible for overseeing management of

Mscqueris brand and reputation it also includes

the sctMties of the Macqueue Group Foundstion

Mecqueria Sports and the Sustalnablity and

Environment Office

Mecquerie aspires to be recognaed as the leading

employer of the best people in the market The Human
Resources Division supports bualness strategy by

seeking to attract recruit reward and retain the best

employees To achieve this the Division works closely

with business groups providing operational and

consuiting services globally

The Business Services Division comprises Corporate

Real Estate Corporate Risk Corporate Services Event

Marketing and Strategic Sourcing The teams have the

responalbihty for the strategic direction implementation

and ongoing management of Macqueries workplaces

physical risks and corporate services whilst the

strategic sourcing team leverages the Mscquaie

brand global presence and spend on goods and

services to unlock value from its suppliers and vendors

The Company Secretarial Division provides

govemance and company secretarial services to

Mecqusrie including the main Boards of Macqusrie

the Board Committees Macqusris subsidiary

companies and Macqueries Executive Committee

The Divaion is also responsible for the coordination

and edministretlon of Macquaries share registry

arrangements employee equity plans and Macqueries

global professionel risk and general liability wisumnces
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Information Technology Group ITO is responsible

for the israr agement of Macquarieb technology

infrastructure the support and deaeiopment of esrstrng

business ysterrs ard the delisery arid deployrrer

of rew systems technologies ard services

incorporates business aligned tean which proside

dedicated and speciatis services to busiresses as well

as cer rat tean whi proside shared services such

as intras mucture multiple businesses The business

aligmred teams are often co located witfr tfre bosiress

ITG supported the integration of businesses including

Sal Oppenheim FPK and Tristone Capital as well as

the merger of Mscquarie Cook Energy in Los Angeles

with Mecquarie Power to form Mscquarie Energy

based in Houston

Other integration programs are part-way through

induding those for Delaware Investments and

Blackmont Capital ITG also supported five transitions

with respect to listed infrastructure funds in Australia

The transitions involved restructure internalisation

or management transfer with ITG working to ensure

transition was smooth and timely for the customers

new management staff and third parties

The business-aligned teems implemented number

of significant applications locluding

Calypso the second phase of the global cash

management system implementation deltvered

major enhancements to support Treasury foreign

currency loans and deposits

Anti-Money Laundering transection monitoring and

case management capabilities were implemented

as pert of Macqusriefr comphance program

During the year ITG was involved in number of

relocations to support the continuing growth of

Macqueue

second purpose-buiit state of the art data centre

was opened in Sydney This also enabled the

decommissioning of legacy data centre

many new technologies particularly those relating

to mobfiity were introduced to support Activity-

Based Working in Shelley Street and have since

been implerriented in other global locations

ITGs offshore centre in the Philippines was

relocated to larger building to accommodate for

the growth in staff that provide additional around-

the-dock support for Macqueries information

technology systems

Risk Management Group tAMP is ar indeperdent

entral rim rest srbte tom sunny all ri ks are

appmoyri tsly asses ed ar mm oroged acros

Macqoarie Its urction in lude Credit Prudertial

Capital and Markets Marke Pisk Operational Pr

Compliance ard Data Poti The Head of AMP
has

ouersrgf of Irt mat Audit tomntty with the Board

Audri and Compliance Committee BACCt full ssk

rrageo er report is rtarred in he Mac luarre

Crop dtDAnroat Re rI

Credit minimises the risk of loss arising from failure

by counterperties to
repay loans or honour contracts

It ensures that the identification and assessment of

equity exposure risks is complete

Prudential Capitel and Markets PCM is responsible

for
ensuring that Macqusrie discharges its obligetions

to the Australian Prudential Regulation Authority

APRA including compliance with prudential

standards and maintaining constructive reletionsh

with the regulator PCM also ensures that aggregate

risks across all risk types do not exceed Macqueries

economic capability to beer risk and provides

prudential oversight over liquidity risk management

Market Risk constrains the risk of losses on

the trading portfoho that may arise from adverse

movements in market prices and volatility It both

develops and monitors the framework thst constrains

these risks

Operational Risk assesses operational risk from

Macquarie-wide perspective and ensures that an

appropriate framework exists to identify assess and

manage operational risk It is also responsible for

Macqueries operational risk capital measurement

methodology

Compliance assesses regulatory legal and

reputation risks from Macquarie-wide perspective

It creates Macquarie-wide pdides and procedures

to manage these risks and monitors and oversees

the management ot compliance risks by each of

Macqueries businesses

The Quantitative Applications Division QAD is

responsible for reviewing and approving all derivatives

pricing models used withio Macqueries treding

systems In sddition QAD works with businesses to

provide solutions to complex financial problems and

presents courses internally on quantitative approaches

in finance

Internal Audit provides independent assurance to

senior management end the BACC on the adequacy

of design and effectiveness of Macquerick financial

and risk management framework

Data Policy ensures that uniform data standards

are adopted across Macqusrie so that accurate and

reliable information is used for credit monitoring and

for regulatory and statistical reporting processes

RMG oversight of risk is based on the folowing five

principles

Independence RMG which is responsible for

sssessing and monitoring risks across Macquarie

is lodependent of the operating areas of Macquerie
The Heed of RMG as Macqueries Chief Risk

Officer reports directly to the Managing Director and

Chief Executive Officer with secondary reporting

line to the Board Risk Committee RMG approval is

required for all matenel nsk acceptance decisions

Centrelised prudentat management RMGs
responsibfity covers the whole of Macqusrie

Therefore it can assess risks front Maoquerie

wide perspective and provide consistent approach

across all operating areas

Approval of all new business activities Operating

areas cannot undertske new businesses or

activities offer new products or enter new markets

without first
consuiting RMG RMG reviews and

assesses risk and sets prudentlel limits Where

appropriate these lmits are approved by the

Executive Committee and the Board

Conllnuous assessment RMG continually

reviews risks to account for changes in market

circumstances and developments within

Macqueries operating areas

Frequent monitoring Centrsiised systems exist to

allow RMG to monitor credit and market risks daily

RMG staff liaise closely with operating and support

dMsions

RMG provides specific guidance to the Board

Remuneration Committee in relation to the risk

adjustment of remuneration

During the past year Macqueriey Operating Groups

and Divisions tcok advantage of global growth and

transection opportunities arising from generaly

improved market conditions In response to the

expansion RMG increased its staff numbers in relevant

offices globaly to ensure appropriate resourciog

and effective risk oversight 14MG adapted its risk

limits structure to effectively support the evolving

business activities In year where there has been

widespread discussion on regulatory frameworks for

finendel institutions RMG has also been
responsible

for coordinating Macquerisfs evaluation of these

developments and its response

Macquane Gror.p Lrirted and do oitsiaiww 20t0 Arnie Flepoit
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Corporate Governance

continued

Board oversight and management

The current composition of the Macquarie Board as

at the date of this report is set out in the table below

Details of each Directors experience is summarised

in Schedule of the Directors Report Mscquaries

Constitution includes requirements concerning board

size meetings election of directors and powers and

duties of directors As at 31 March 2010 the Board

hsd nine Directors copy of the Constitution is

asaitable on Macquarieb website

The Board has reserved certain matters for its

approval and has delegated specific suthorities to its

various Board Committees The Mansging Director

has been
granted general suthnrity

fnr those matters

not reserved for the Board or Board Committees

Mscqusrie Executive and Operations Review

Committees operate as management committees

pursuant to the Managing Directors delegated

authority Details of the Boarda relationship with

management and its role and responsibilities are

contained within the Boards Charter which is asailabte

on Macquaries website

Macquarie has adopted number of practices to

regulate the dstsion of responsibilties between the

Board and management including

having rnority of independent directors on the

Board

the separation of the roles of chairman and chief

executive officer

having st least annuall the Non-Executive

Directors meet in the absence of management

that the number of Non-Executive Directors present

st meeting must be grester than the number of

Executive Voting Directors

that the Board Risk Remuneration Audit

and Compliance and Corporete Govemsnce

Committees be chaired by Independent Directors

providing Directors with the abilty to seek

independent professional advice for company

reisted matters

Chairman

David Clarke is the Non-Executive Chairman of

Mecquarie Group He sought and was granted leave

from 27 November 2008 to 30 August 2000 due to

illness Kevin McCann the Bosrdfr Lead Independent

Director served as Acting Chairman during this time

Given Mr Clarks role as Executive Chairman of

Macqusrie Bank from its formation until 31 March

2007 he is not considered to be an Independent

Director

APRAis Govemance Standard APS 510 Corporate

Governance requires that regulated entitles have

an independent chairman Notwithstanding this

requirement APRA has confirmed that it will allow

Mr Ciarke to continue as Chairman The ASX

Recommendations also includes recommendation

thst the Chairman be independent The Board believes

that Mr Clarke is the most appropriate Director to

be Mscquaries Chairman because of his relevant

financial and industry expedence record of leadership

and deep understanding of Macquarie operations

which are diverse and Nghly specialised The Board

has appointed Lead Independent Director to act

ass conduit to the Chairman for issues thst the

Independent Directors have as group

Lead Independent Director

Kevin McCsnn as the Lead Independent Director

chairs meetings of the Independent Directors as

group and provides feedback to the Chairman on any
issues raised by them

Independent Directors

Macqusrie recognises that independent directors sre

important in assuring shareholders that the Board

is properly fulflhing its role including monitoring the

performance of senior management Seven of the

Mscquarie Bosrfl nine members are independent

directors

The independence of directors is deterrrsned annually

by the Board Corporate Governance Committee

BCGC Based on Macquaries criteria for assessing

director independence each Independent Director is

asked to confrm whether they have any interests or

relationships that may impact either on their ability to

act in the beat interests of Mscquarie or independently

of management In March 2010 each Independent

Director confirmed their independence and agreed to

inform the Board should they believe that their status

may have changed

Mr Wame noted that he is Chairman of ALE Property

Group ALE and Non Executrve Director of ASX
Umited During the year ALE paid Macqusrie fees

that exceeded five per cent of ALEs total operating

costs which is not msterial amount of Macquaries

opersting revenue Mr Wane did not take part in any
decisions to appoint Macqusrie in relation to banking

services and corporate adece provided by Macquarie

to ALE Macqusrie also undertakes significant trading

activity through the ASX on behafi of its clients resulting

in amounts paid by Macquarie to the ASX that vary

from month to month The BCGC has determined that

fees paid by ALE to Macquake during the year and by

Macquake to the ASX as consequence of its trading

activity do not materially interfere with the exercise of

Mr Wame independent judgement

At its meeting in March 2010 the BCGC determined

that Helen Nugent Cathedne Livingafione Kevin

McCann Peter Kirby Peter Wane and John

Niland continued to be Independent Directors On

appointment Michael Hawker confirmed that he was

independent in accordance with Mscqusries director

independence criteria

Directors are able to consult independent experts at

Mscquaiiefr expense subject to the estimated costs

being approved by the Chairman in advance as being

reasonable and have unlimited access to senior

management of Mscquarie

Tb ritaso isud Ii ass indepar dar in airy

on itariulils rcsbotds are ía awed ar nijatly and ar

uilal or Macuounias waL site

Board pertormence

The Board reviews its performance and the

performance of each director on an annual basis

The
process for conducting the review is agreed by

the Board and typically includes individual interviews

by the Chairman with each director and the use of

questionnaire to cover matters such as

the Boards contribution to developing strategy and

policy

the Boards performance relative to its objectives

interaction between the Board and management

and between Board members

the Board
oversight of business performance and

compliance control risks and management

Board composition including consideration of

relevant skills and structure

the operation of the Board including the conduct of

Board meetings and group behaviours

The Leed Independent Director provides feedback

to the Chairman on matters listed above based on

meetng with other Independent Directors

written report summarising the reauits issues for

discussion and recommendations is presented to the

Board and discussed at Board meeting Regular

Board education sessions are held during the year in

response to business awareness needs as identified

by the Non Executive Directors

The Board appointed en external consultant to

conduct its review in 2009 written report including

outcomes of the review issues for discussion and

recommendations was presented to the Board and

considered at Board
meeting in May 2009 In 2010

the Boards review is being undertaken internally

following the
process described above

Each Board Committee also undertakes periodic

review of its performance at least biennially The

process for the review also includes use of

questionnaire and discussion of the outcomes

including recommendations led by the Chairman of

the Board Committee

During the year four Board Committees undertonk an

evaluation of their performance with the Board Risk

Commrtteefr review being part of the annual Board

review process

summap nt at no as as adopted by Mucquana

for Board ard Kay Exacutisa Partormarca Raaiaw is

ailabla or Macquania wabsit

Director Board Membership Date of Appointment

David Clarke AC Non-Executive Chairman August 2007

Nicholas Monre Executive February 2008

Michael Hawker Independent March 2010

Pater Kirby Independent August 2007

Catherine Livingatone AC Independent August 2007

Kevin McCann AM Independent August 2007

John Nilend AC Independent August 2007

Helen Nugent AC Independent August 2007

Peter Wame Independent August 2007
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Corporate Governance

continued

2010 Nrnid Report

Performance of key executives

Formal processes summarised below have been

adopted by Macquake to review the performance of

Macquarieix most senior executives As part of the

review the Non-Executive DWectors meet as group

to approve the remuneration of the Managing Director

and Executive Committee members

Every year
the Managing Director presents to the

Non-Executive Directom as part of the formal review

of the Managing Director The Non-Executive Directors

review periorrnance by considering range of

indicators including financial performance measures

strategic initiatives risk management governance and

compliance staff and human resources indicstora

reputation management and monitoring and

community and socia responsibility matters aimilar

process is alao followed to review the performance of

the Managing Director of Macquarie Bank

The Managing Director evaluates at least annually

the performance of the Deputy Managing Director

and the Operating Group Heads including the Head

of Risk Management and the Chief Rnandal Officer

Pertonnance criteria
vary according to the individuals

role Factors relevant to assessing performance

include as appropriate relative contributions to profits

capital usage how business is done including risk

management govemance and compliance people

leadership and upholding Macquariea Goals and

Values The Managing Director reports to the Board

Remuneration Committee on the performance of these

key executives

The Board and Management seek to ensure that

remuneration for the Head of the Risk Management

Group is determined in away that preserves

the independence of the function and maintains

Macquaries robust risk management framework

performance evaluation for senior executives has

taken piece during the year in accordance with

the
process

described above Further detail on the

remunemtion policy for Key Executives is found in the

Remuneration Report in the Macqusrie Group 2D10

Annual Report

Board Committees

The Board has delegated specitc authorities to its

five standing Board Committees to assist it with the

execution of its responsibilities All Bcerd membem

are sent Bcerd Committee meeting agendas and

may attend Board Committee meetings Subsequent

to each Bcerd Committee meeting the minutes

are included in the Board papers and the Board

Committee Chairman reports to the Board

Boarct Committee Carler set oat Re doties

responsibilitie and membersr ir reqoiren ents of eaor

Coma it ee and are available or Ma qoaries website

The current membership of each Board Committee is

set out baiow Details of each Directors experience is

summarised in Schedule of the Directors Report in

the Macquarie Group 2D1D Annual Report

For the duration of Mr ClarkWs leave of absence which

ended on 3D August 2D09 Mr McCann was member

and Acting Chairman of the Board Nominating

Committee end member of the Board Remuneration

Committee Members attendance at Board and Board

Commthee meetings is set out at the beginning of the

Directors Report

Board Nominating Committee and board renewal

The Bcerd Nominating Committee assists the Board

in maintaining board that has an appropriate mix

of skills and expenence to be an effective decision-

making body contributing to the successful oversight

and
stewardship

of Macquarie Its members are Non-

Executive Directors and the majority are independent

000ij di
ii iOOiJi 5505 ci. ii.Oi clii

its respon bililies and how it exercises its aotrori

is asailable or Macqoaxed website

The Board recognises the importance of undergoing

regular process of renewal via changes in membership

Ms qoaries Policy on Board Renewal and

Appoin merl of Dire tore ix xxxilsble on Macqoerix

website The Board has dalegated responsibility for

identifying candidates for the Board to the Board

Nominating Committee which considers succeaaion

planning for the Board and the necessary and

desirable competencies for new Board member

The Board Nominating Committee is able to engage

external consuitants to assist with the selection of

new candidates or other independent experts to the

extent it considers it necessery to carry out its duties

The Bcerd Nominating Committee is chaired by David

Clarke

New Independent Directors are appointed for terms

that wit not exceed maximum of 12 years In

addition to providing an induction program for new

Directors regular Board education sessions are hald

during the year in response to business awareness

needs as identified by the Non Executive Directors

Time served by Independent Directors on the Board of

Macquarie Bank prior to the restructure of Macquake

in November 2007 calculated in accordance with

transitional proviaons that broadly weight past time on

the Board prior to August 2002 at 5D percent will be

regarded as time served on the Macquake Board

Board Corporate Governance Committee

The Board Corporate Governance Committee

BCGC assists the Board in adopting
the moat

appropriate corporate governance policies for

Macquake and meeting Macquakes corporate

govemance requirements The Committee is chaired

by Lead Independent Director Kevin McCann and all

Committee members are Independent Directors

Board Risk Committee

Primary responsibility for ensuring an appropriate risk

management frerneworic including the establishment

of policies for the control of risk lies with the Board

Risk Comminee The Board Risk Committee receives

information on the risk profile of Macquake any

breaches of the policy framework and external

developments which may heve some impact on the

effectiveness of the risk management framework

it also approves aignit cant changes to the risk

management policies and framework

All members of the Board are also members of the

Board Risk Committee to focus appropriate attention

on the oversight of risk The Committee is chaired by

Independent Director Peter Wame

Further information on the operation of the Board Risk

Committee is provided below under Oversight of risk

management

Board Audit and Compliance Committee

The Board Audit and Compliance Committee

BACC has responsibility for exercising oversight

over compliance of the financial statements with

legal requirements and other mandatory professional

reporting requirements and advising the Board

on these matters In addition it is responsible for

monitoring compliance with the risk management

framework approved by the Board Risk Committee for

internal control and complisnce matters In this role

the BACC oversees plans for the actiety of the Internal

Audit Compiance and Credit Asaurance functions

All four members of the BACC are Independent

Directors The Committee is chaired by Catherine

Livingstone Chartered Accountant with significant

and relevant finance and accounting experience

The Chairman of the Board Risk Committee is also

member of the BACC and one member of the

Committee Kevin McCann has legal background

Further information on the role of the BACC is provided

below under Rnanciai reporting

Standing Board Committee

Membership

Audit and

Compliance

Corporate

Governance Nominating Remuneration Risk

Non-Executive non Independent

Director

David Clarke AD Chairman Member Member

Executive Voting Director

Nicholas Moore Member

Independent Directors

Michael Hawker Member

Peter Kirby Member Member Member

Cathakne Uvingstone AD Chairman Member Member

Kevin McCann AM Member Chekrnan Member

John Niland AC Member Member Member

Helen Nugent AD Member Chairman Member

Peter Wane Member Member Chairmen
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Corporate Governance

continued

Board Remuneration Committee

The Board Remuneration Committee BRC makea

recommendations to the Board that promote

appropriate remuneration policies and practicea for

Macquarie It alao haa reaponsibility to liaise with the

Board Risk Committee the BCGC and the BACC
in relation to remuneration related diacloaurea in the

flnenoiel atatementa and remuneration report

The Chairman of the BRC Helen Nugent ia

an Independent Director and mority of the

Committeeta membera are Independent Directors

The Chairman of the Board Riak Committee ia also

memberof the BRC

Further information on the role of the BRC is provided

in the Remuneration Report

Ethical and responsible decision making

Code of Conduct

Mecqusrie has adopted Code of Conduct which

incorporates Macqusrts Code of Ethics Mhst We
Stand For The Code of Conduct is also reflected

in and supported by broad range of Macqueries

intemsi policies and practices

The Code of Conduct which is endorsed by the

Board is intended to help staff to understand their

responsibilities to uphold the following goals and

values to which Mscquarie aspires lnfegnty Client

commitment Strive for profitability Fulfilment for our

people Teamwork and Highest standards It also

details standsrds and expectations around conflicts

of interest disclosure and corruption to ensure that

the highest standards are maintained and Macquane
reputation enhanced

opy ol lYe Code ol Conduct is available or

vlauquaes websvv

Integrity office

The integrity of an organisation is maintained by the

people that work within it Al Mscqusrte staff are

expected to uphold and are supported in maintaining

the highest standards

Macquarie established the position of Integrity Officer

in 1908 The Integrity Officer scts as an independent

paint of contact for staff on lotegrity issues and works

to ensure thst all Macquarie business is conducted itt

accordance with sound ethical practices and the Coals

and Values of the organisation The Integrity Officer

reports directly to the Chief Executive Officer and

provides report on the activities of the Integrity Office

tothe BCGC

Ma quaries rp avIv Cutizvr vhp eeiert is

uvailable un Macquaries website Further information

about the role of the
Integrity Officer and activities

of the Integrity Office is provided lo the Sustainablity

report lo the Macqueue Group 2010 Annual Report

Dealing with potential conflicts

Fafure to identity conflict of interest before entering

into transaction undertaking any dealing either

directly with clients or otherwise or undertaking any

fiduciary role can give rise to considerable harm to

Macquarieis relationship with clients and its reputation

Macquarie has systems and protocols in place to

identity conflict of interest and framework for

mansging conflicts It is the responsibility of each

business head to ensure that conflicts of interest

are adequately managed and that their business

is conducted in accordance with appicable laws

regulsticns rules and statements ct regulatory policy

Macquarie has adopted variety of measures to

manage conflicts of interest including Macqusrie

wide and Divisional policies systems lists information

protocols and appropriste disclosures The appropriate

mechanism to manage conflict will depend on the

circumstances and nature of the conflict Conflict

management arrangements at Macqusrie are subject

to the oversight function of RMG Compliance

The Board has guidelnes for its members for declaring

and dealing with potential conflicts of interest which

include

Board members declaring their interests as required

under the Corporathns Act 2001 Cth the Act
ASX Usting Rules and general law requbernents

Board members with material personal interest

in matter not receiving the relevant Board paper

and not being present at Board meeting during

the conederstion of the matter and subsequent

vote unless the Board excluding the relevant Board

member resolves otherwise

Board members with conflict nct involeng

material personal interest may be required to absent

themselves from the relevant deliberations of the

Board

Macquarie Bank wholly owned subsidiary of

Macquails and the Macquarie Bank Board is uitimataly

responsible for the sound and prudent management

of Macquarie Bank with due conedersfion for the

interests of deposit holdera

The Macquake Rank Board also has processes in

place to ensure that decisions made by them are done

so at armis length Where potential conflicts arise

management will ensure that Directors ct the relevant

Board have sufficient information to manage conflicts

appropriately

Staff and Director trading

Mscqusries Personal Dealing Policies apply to

Directors and all Macquarie staff They identfy the

principles by which Macquarie balances the personal

investment interests of staff against Macquakes

responsibility to ensure that the personal dealing

and investment activities of its staff ii any financial

product are conducted appropriately summary

Ma quarie Trade Policy iv availaLle on Macq at to

webvite

Key aspects of the Policy include

pro-clear securities trading Directors staff and

their associates must pre-clesr their securities

trading with Macquane

trading windows Generally Directors and staff

may only trede in Macquake securities and reisted

derivatives during designated trading windows

These are typically of three to five weeks duration

and follow MacquariWs announcement of its intenm

and hal year profits and affer the AGM Participants

in Macquariak Employee Equity Hans may also be

allowed to deal in other designated exercise periods

trading prohibition while in possession of

material non public price sensitive information

in all cases Macqusrie prohibits Directors and staff

from dealing in such investments while they possess
matakal non pubic price sensitive information

about Macquake

unvested options retained shams and minimum

shareholding requirements cannot be hedged
Staff are not permitted to undertake any action that

is designed to limit their exposure to Macquake

shares which are suplect to retention arrangements

or ther unvested Macquaria options Non-Executive

Directors may also not enter into transaction

that operates to trait the economic risk of their

Macquarie shareholding below their minimum

shareholding requirement

net short positions not permitted Directora and

employees are not permitted to take net short

positions in Macquane Group Umited shares or any
securities in Macquake-managed funds

Each member of the Board is encouraged to consider

positions in Macquake related security as long

term investment and is not permitted to trade

derivatives without the pnor approval of the Chairman

or the Managing Director in the case of the Chairman

Board members and Executive Committee members

are also required to annually disclose any financing

arrangements relating to their Macquake securities to

Macqurie and manage their financing arrangements in

accordance with Mscqusries Trading Policy

Susfisunability and the community

Macquarie has robust framework of polices

underpinned by its Goals and Values and Code of

Conduct relevant to environmental occupational

heaith end safety diversity social and governance

reaponaiblities MsoquakWa approach to sustainability

is included in the Sustainability report within the

Macquake Group 2010 Annual Report

Macquake has committed to becoming carbon

neutral by December 2010 Macquails also invests

continually in the development and training of its staff

and engages in the wider community through the

Macquake Group Foundation the Foundation

In the year to 31 March 2010 the Foundation and

Macquake staff contributed $A22.5 million to more

than 900 community organisations globally

In addition there are aiso number of Foundation

volunteer programs Through volunteer activities

staff can directly help community organisations and

aiso build sustainabilty in the not for-profit sector by

transferring their business skills providiog mentor

support serving as board members and giving pro

bono advice The Foundation works closely with its

community partners to assess how this volunteer

support can be best utilised

Dotuils of Mscqtiaee staff 00011 nit initiate sort

orgunisations supported by the tourdatior are

available or Macquaries website
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Financial reporting

On behalf of the Boards of Macquarie and Mscqusrie

Bank the BACC monitors

the integrity of Macqusrietr financial reporting and

as part of this role the operation of the financial

reporting processes The processes sre aimed at

providing assursnce that the finsncial statements

and related notes are complete in accordance

with applicable legal requWements and accounting

standards and gives true and fair view of

Macquariafa financial position During its review of

Mscqusries interim and year
end flnsncial reports

the BACC meets with the external auditor in the

absence of management

the external auditor engagement The BACC

reviews the appointment the terms of the

engagement and the perfonnance of the external

auditoç prior to making recommendations to the

Board on the appointment and removal of the

external auditor

the operation of the Internal Audit Division The

BACC reviews the appointment and performance

of the Head of the Internal Audit Division lAD as

well as the remuneration arrangements in place to

maintaln the objectivity of the Internal Audit function

it also monitors the scope and implementation of

the LAD annual plan

The BACC monitors regulatory compliance as it relates

to Macqusries internal controls and compliance with

internal cnntrnl guldelines and policies including those

that have the potential to impact financial reporting

processes Duflng the year the BACC commissioned

an external review of the Compliance function within

Macquarie

Auditor independence

The BACC reports to the Board prior to the approval

of the interim and year end financial report on its

monitoring of the independence of the external

auditors in accordance with its obligations under the

Corporations Act 2001 0th Mscqusris Auditor

Independence Policy and the BACC Chsrtert

Macqusries Auditor Independence Policy requres

BACC approval or between meetings the approval

of the BACC Chairman for material non-audit work

performed by its auditors Also in accordance with

the Policy Macqusries audit engagement partner

and review partner must be rotated every five years

Mscqusris lead audit engagement partner
rotated at

the conclusion of the 2008 financial reporting period

The BACO Charter and an External Auditor Policy

Statement oontain key aapecta of Macquaries Auditor

Independence Policy ard external audaor selectior

process and are available on Macquariea website

Chief Executive Officer and Chief Financial Officer

declaration

The Macquarie and Macqusrie Bsnk Boards receive

written confirmation from the Chief Executive Officer

and the Chief Frnancial Officer that

their statement given to the Board on the integrity

of the financial statements is founded on sound

system of risk management and intemal compliance

and control which implements the policies adopted

bytheBoard

Macquaries flak management and intemal

ccrnpliance and control system is operating

effectively in all material respects

Macquaries senior management has reported to the

Boards of Macquarie and Macquarie Bank on the

effectiveness of the management of material business

risks for the
year

ended 31 March 2010 The Boards

have received the Chief Executive Officer and Chief

Rnancial Officer declarations descflbed above for this

financial year

Commitment to shareholders and an informed

market

Macquarie believes that shareholders regulators

ratings agencies and the investment community

should be informed of all major business events and

risks that influence Mscquarie in factual timely and

widely avalieble manner Macquarie has Continuous

Disclosure Policy which is incorporated in the External

Communications Policy

it is Macquaries policy that any price-sensitive

material for public announcement including annual

and interim profit announcements release of financial

reports presentations to investors and analysts and

other prepared investor briefings for Macquacie and

Macquafle Bank will be

factual and reviewed internally before issue

timely and expressed in clear and objective

manner

iodged with the ASX as soon as practical and

before extemal disclosure elsewhere

An External Communicationa Policy Summary ia

available on Macquaees website

Macquaries website

Macquaries webate contains recent announcements

presentations past and current reports to shareholders

including copies of recent notices of meeting answers

to frequently asked questions and summary of key

financial data There is also link on this page allowing

investors to register to receive signfitcant Macquarie

announcements electronically by emall as soon as

practicable after they have been lodged with the ASX

Macquarie provides webcast of its ACM and any

other general meetings for the benefit of shareholders

who are unable to attend The AGM webcast year

end and half year resuits presentations and operational

briefing presentations are also avallable on Mecquaries

website

Shareholder Calendar ix available on Maoquariea

website

Shareholder meetings

Macquarie typicaly holds its ACM in July of each year

Macquarie encourages shareholders to participate in

general meetings and alma to choose date venue

and time considered convenient to the greatest

number of its shareholders This year Mecquaries

ACM will be held in Sydney and the Mecquerie Bank

ACM will be hed on the same day after the Macquarie

ACM Other general meetings may be held as required

during the yea

Macquarles auditor is required to attend each

ACM and be avallable to answer questions about

the conduct of the audit and the preparation and

content of the auditors report Notices of meeting

are accompanied by explanatory notes on the items

of business and together they seek to dearly and

accurately explain the nature of business of the

meeting

Shareholders if unable to attend the meeting are

encouraged to vote on the motions proposed by

appointing proxy
The

proxy
form included with

notice of meeting will seek to clearly explain how the

proxy
form is to be completed and submitted

Online proxy voting is also available to shareholders

Unless speciffcalfy stated in notice of meeting all

holders of fully paid ordinary shares are eligible to

vote on all resolutions Holders of Macquarie Income

Securities have the right to attend the Macquarie Bank

ACM at which they have limited voting rights as set

out in the terms of their iasue which can be found at

macquarie.com.au/au/aboutmacquaciefrnvestor

infonnation/macquariejncome_aecurities.htm

Oversight of risk management

Risk management is sponsored by the Board and

is top priority for senior managers alerting with

the Chief Executive Officec Macquaries approach to

risk management is embedded across all business

units The Board through the Board Risk Committee

oversees the flak appetite and proflie of Macquarie and

ensures that business developments are consistent

with the risk appetite and goals of Macquarie

copy of the Board Riak Committee Charter ix

available on Meoquanes webaite

The Head of the Risk Management Croup RMC
as Macquaries Chief Risk Officec is member of

Macquaries Executive Committee reports directly to

the Chief Executive Officer of Macquarie and presents

on risk matters at each Board meeting The Head

of RMC has secondary reporting line to the Board

Risk Committee which approves the replacement

appolntment reassignment or dismissal of the Head of

RMC

At the executive management level the Macquerie

and Macquarie Bank Executive Ccmmittees and

Operations Review Committee focus on strategic and

operational issues materiel transactions and review

the performance of Macquarie on monthly basis

Beneath tha ievel other committees exist where

senior specialists focus on specific risks as appropriate

e.g Market Risk Committee Asset and Liability

Committee

Macquaries approach to risk management is detailed

in the Risk Management Report in the Macquarie

Croup 2010 Annual Report and ix aaailable on

Macquaries webaite
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Remuneration

The Board of Directors oversees Macquarietr

remuneration arrangements induding executive

remuneration and the remuneration of Non-Executive

Directors The Board is assisted by the Board

Remuneration Committee The Board Remuneration

Committee annually reviews the remuneration strategy

to ensure it delivers the beat outcomes for Mscquarie

and shareholders

copy of the Board Remuneration Committee Charter

is available on Macquanea webate

Non-Executive Directors are not granted equity nor

do they receive bonus payments They do not receive

temisration payments on their retirement from office

other than payments accruing from superannuation

contributions comprising pat of their remuneration

Details of MacqusriWs approach and the amount of

remuneration paid to Non-Executive Directors are

contained in the Remuneration Report in Macquarie

Group% 2010 Annual Report

Details of the nature and amount of remuneration

jnduding non-monetary components such as equity

grants paid to each Executive \kiting Director and

the members of the Executive Committee as well as

Macquaiis remtsieration policies and practices are

also set out in the Remuneration Report

Corporate Governance in Macquarte-managed

funda

The Macquarie-managed funds Funds governance

standards provide an alignment of interests between

the manager and investors in the Funds and adopt

an appropriate governance framework to ensure

protection of security holder interests

The key elements of Maoquarietr corporate

govemance framework for Funds are

Appropriate management of conflicts of interest

arlalng between Fund and Its related parties

Related party transactions should be identified

clearly conducted on arms length terms and

tested by reference to whether they meet market

standards Decisions by listed Funds about

transactions with Macquarie or its affiliates should

be made by parties independent of Macquarie

Appropriate resourclng of funds management

bualneasea In particular

staff invoived in managing Fund should be

dedicated to the relevant funds management

business rather than to advisory or other

activities

all recommendations to Fund boards and
supporting information should be prepared or

reviewed by funds management staff

each fisted Fund that invests in operating assets

or businesses should have its own managing

director or chief executive officer

Chinese Walls operate to separate Macquarie

corporate finance advisory and equity capital

markets businesses from its funds management

businesses

Macquarie% expertise in managing fund assets and

sourcing new value-adding opportunities isa key

attraction for investors in Macquarie-managed funds

While Macquarie exercises general oversight of its

funds management subsidiaries as set out above

decision-making relating to transactions by Funds are

made by the directors of the responsible entities of

and companies within the Funds

Sustalnsbilitç integrity and divaralty

Macquarie Board and management view the

commitment to sustainability integrity and diversity as

part of its broader responsibility to clients shareholders

and the communities in wtiich it operates

Sustsinability integrity and diversity are part of

Macquarie day-to-day approach to environmental

social and governance issues ESG Macquarleit risk

management framework includes ESG-related policies

that are appled across all business units coveting

ethical conduct by staff including the appointment

of Integrity Officers

selection and management of investments

identacation and management of environmental nsk

sustainable management of Macquarie business

premises

provision of safe and appropriate workplace that

supports diversity

dealings with external parties such as regulators

and public officials

whiatleblowing and anti-money laundering

greenhouse and energy management and reporting

engagement by Macqusrie and its staff in the wider

community induding volunteering sponsorship and

matched donations

This risk management framework is underpinned by

Macquarls Goals and Values and Code of Conduct

All Macquarie staff share responsibility for identifying

and managing ESG issues They are supported by

Macquaris Board and management

Risk Management Group

Integrity Officers and Equal Employment

Opporturtity Officers

Sustalnabllity Advisory Committee comprising

senior executives from across the businesses

the Sustsinability and Environment Office

reseajth training and seminars on ESG issues

At an operational business level relevant

environmental social and govemance issues are

considered as part of the due diligence process

pflorto entering into new business activities Where

appropriate this indudes the use of independent

assessments development of compliance plans and

regular reporting of environmental risk management

and compliance consistent with Macqusries

Environmental Risk Management Framework For

the financial year to 31 March 2010 Macquarie is not

aware of any material environmental issues within

businesses it controls

Suatsinability direct operations

Macquarie is taking significant steps to minimise the

environmental impact of its direct operations and

promote sustainable business practices across its

offices Macquaris global Environmental Management

Plan mandates practical actions that integrate resource

efficiency and sustainability into day-to-day operations

Macquarietr goal of becoming carbon neutral

across its offices and alr travel by December 2010 is

progressing to plan Direct operational actions during

the year induded

establishing systems and isndloni/supplier

relationships to accurately track energy use sir

travel paper waste and water

reducing emissions from energy consumption per

full-tine employee and tracking toward Macquaris

target ofa 10 per cent reduction by December

2010

analysing sir travel data and identifying strategic

opportunities for greater use of videoconferencing

offsetting greenhouse gas emissions from electricity

consumption and sir travel through the purchase

of Gold Standard and inluntary Carbon Standard

carbon credits from renewable energy projects in

China Turkey and India

including sustainability clauses in new procurement

contracts with requirements covering sustainable

product certtlcation device energy rating waste

handling and carbon neutral supply chain as

appropriate

auditing current tenancy/landlord recycling and

waste management practices and working to

standardise in line with best practice

reducing the print/scan copy fleet by 50 per cent

throughout Australia and in London and New York

through deployment of managed print and follow

me printing

commencing staged project to consolidate and

relocate data centres to ptxpose built facilities in

Sydney Hong Kong New York and London as well

as targeted virtualisation

commencing staged upgrade to efficient tap and

shower fittings throughout all offices

trialling emergent llghting and technology solutions

ahead of wider deployment

engaging an independent auditor to review

processes and data for disclosure as work

progresses on Macquarietr carbon neutral

commitment
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Sustainable buildings

Macqusrie has now completed the relocation of

2500 Sydney staff to the new offices at One Shelley

Street One Shelley Street received Star Green Star

office design rating from the Green ffuilding Oouncil

ot Australia including two innovation points and

perfect score for water conservation environmental

management integrated fit out and indoor

environment

Early indications of the reduced impact of the building

are encouraging In addition to improvements in energy

efficiency and water conservstion there has been

focus on paper independence through deployment

of follow me printing wireless presenting and other

initiatives These measures have led to significant

reduction in printing As part of the move staff from

Mscqusries Banking and Financial Services Group

donsted large amount of stationery to Reverse

Garbage not tor profit cooperative and other

materials to Mission Australia

Following the completion and fit out of One Shelley

Street the Oorporate Real Estate team set new

sustsinability benchmarks for the selection and fit out

of Macqusries offices Macquarie will aim to ensure

that all new premises are designed and constructed

to achieve Stsr Green Star LEED Platinum or

BREEAM Excellent rating
All tenancy returbishments

wilt be implemented to achieve Star Green Star

LEEB Gold or equivalent rsting for the turisdiction

Recent retjrbishments of Macquase offices in Hong

Kong snd New York hsve already receieed LEEO Gold

ratings from the US Green Building Oouncil

Sustainability investments markets

and products

Investment and advisory in renewable energy

Macquarie has renewable energy businesses and

advisory teams located around the world Macqueue

and Mscquarie-managed businesses continue to

invest in renewable and clean
energy projects Recent

activities include

establishing African Clean Energy Developments

ACED South African registered company

dedicated to the joint development of renewable

energy projects ACED is currently developing over

1000MW of wind and solar
energy projects in South

Africa

developing approximately 2000MW of wind projects

in Austrslle with number of co-developers and

600MW of wind projects in the US

working with project developers to bid for grants

under the Australian Solar Aagship Funding

Program

advising on the development and construction of

100MW of solar parks throughout France and the

development and construction of solar greenhouse

and ground mounted solar PV projects in italy

Conserving forest carbon

In partnership with the conservation agency Fauna

and Flora international Macquarie operates

Carbon Forest Taskforoe the Tsskforce to invest

in bio-sequestrstion projects that reduce emissions

from deforestation retain biodiversity and promote

sustainable livelihoods for local communities The

Taskforoe has projects under assessment and

development in Indonesia Cambodia and South

America

Facilitating smart metering

Macqueue has committed major funding lines to

energy suppliers in the UK to accelerate the roll-out

of smart electricity meters to assist efficient
energy

management in the industrial and commercial sectors

Mecquerie is expected to be leasing more than

100000 smart electricity meters in this sector by the

end of 2010

Macquafle continues to fund smart electricity and gas

meters in the East Anglia and North London residential

market Macqueue is continuing to work closely with

the UK Government and the energy sector to facilitate

an effective roll-out of smart meters to 26 million

homes by the end of 2020

Trading environmental financial products

Macquarie has global teem of environmental market

professionals iocated in London Houston New York

Hong Kong Beijing and Sydney The teem combines

Macquaries environmental markets expertise with its

depth of experience ass commodities trading and

finance house to offer

strong pipeline of international emissions

reduction projects for direct investment and carbon

credit purohase

ful-service trading desk dealing in secondary

carbon credits including certified emission

reductions and emission reduction units as well

as domestic emission allowances and renewable

energy certificates

inventonj financing for environmental markets

compliance unit holdings

derivative financing for emissions abatement and

renewable energy projects

tallored environmental risk management solutions

including fixed price certalnty through forwards and

swaps as well as price protection through options

and collars

Mscquarie Clean Technology Fund MCTF

The Mscquarie Clear Technology Investment Team

has built leadership position by investing in one of

the first dedicated globally focused clean technology

povate equity fund of funds In 2006 Macquarie

launched the MOTF raising $US205 million MOTF
is designed to provide investors with exposure to

diversified porttolio of global private equity investments

that focus on technologies that seek to improve the

etticiency ot energy production and distribution and the

reduction or elimination of the
negative environmental

impart these activities The fund leverages the

expertise of Macquaries dedicated specialists in

sourcing structusng and monitoring investments with

private equity managers that have clean technology

to us Thn fund makes capital commitments to

underlying private equity fund investments as well as

to co investments where investments are made in

conjunction with fund managers MCTF is diversified

by geography strategy and fund manager over three

aintage years

ESG research

Environmental social and govemance issues are

acknowledged as key non-financial factors that can

materially inpact the performance of investment

portfolios

As part of Macquarieti commitment to addressing

ESG issues and assisting clients to do the sane
Macquarie Securities Group has launched series of

ESG research products Most notable are the quarterly

themed ESG Exploration reports which bring

together the views of Macquarie analysts to assess the

financial implications of selected ESG issues such as

carton emissions and human capital management

using both sector-wide and stock-speofic approach

As some ESG issues affect particular industries more

then others Mecquarie also publishes sector-specific

research Staff and clients also receive ESG policy

updates to keep pace with the changing regulatory

landscape

Sustsinability climate change approach

Macquarie continues to seek business opportunities

associated with olEnate change mitigation and

adaptation In 200g Macquarie also participated in

government reviews of environmental and sustalnabilty

policy mechanisms and signed the Copenhagen

Communique on Climate Change Communique
ahead of the climate negotiations in Copenhagen in

December 2009

More than 601 international businesses have endorsed

the Communique calling on govemments to
agree

to

an ambitious robust and equitable deal on climate

change comprehensive international thnate change

framework is thought to be in the best interests of

businesses investors and the community in providing

guidance on the transition to low-carbon economy

Mecquarie ongoing approach to climate change is

based on

assessing and managing its own carbon footprint

identifying opportunities for investment and trading

managing the risks arising from climate change and

future carbon constralnts

As signatory to the Carbon Disclosure Project

Macqueue reports detalled informaticn about its

approach to the risks and opportunities arising from

climate change Macquafle annual response is

avalieble on the Carbon Disclosure Project wabsite
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Risk Management Report

Integrity at Macquarie

Macquarie understands that integrity is crucial to its

continued success We respect the trust that our

oilents shareholder-s and the broader community place

in ua aa an organisation and we are committed to

honesty in our spproach and actions

The integrity of an organisation is maintained by the

people that work within it All Mecqusrie staff are

expected to uphold and are supported in maintaining

the highest standards

Macquarie established the position of Integrity Officer

in 1998 The Integrity Officer acts as an independent

point of contact for staff on integrity issues and works

to ensure that all Macquane business is conducted in

accordance with sound ethical practices and the Goals

and Values of the organisation

Mscquarie also has Integrity Officers in each region to

develop and implement strategies addressing issues

of integrity in the conduct of its business

educate advise and counsel management and staff

regarding integrity issues

ensure that any integrity-related conoems are

dealt with impartielly promptly and confidentially

Macquerie has whistleblower policies and protections

in each of the jurisdictions in which we do business

These policies accord with both legislative

requirements and best practice recommendations

Macquarie seeks to fosters working environment

that enables employees to voice genuine concerns in

relation to

breach of relevant legislation

breach of Macqusrieb Goals and Values

financial maipractice impropriety or fraud

failure to comply with legal obligations

danger to health and safety or the environment

criminal activity

attempts to conceal any of the above

The Integrity Office ensures that the policies are both

understood and respected and thst the rights of all

parties are respected and maintained

In partnership with the St James Ethics Centre the

Integrity Office of Macqusrie devaloped an Ethics

Integrity and Good Decision-Making course that hes

been rolled out to all staff worldwide Mscquarieh

Integrity Office also works with variety of educational

institutions to ensure that ethical considerations are

inckjded in both course development and contant

Diversity at Macqusrie

Macqueue places great importance on diversity and

equal opportunity in the workfome and employs an

Equal Employment Opportunity EEO Director and

regional EEO representatives to support employees

Mscquarie has range of programs benefits and

activities aimed at supporting its employees including

flexible working options networking events mentoring

programs childcare facilities employee assistance and

our cross cultural awareness programs

Employer of Choice for Women

The Macqusrie Group was named as 2010 Employer

of Choice for Women by the Australian Gnvemments

Equal Opportunity for Women in the Workplace

Agency EOWA The citation publicly acknowledges

organisations for their efforts in the ares of equal

opportunity for women

Women@Mscquarie

In 2009 Macquarie launched global initiative providing

high-potential female employees with opportunities

for career development Women@Mscqusrie is open

to senior female employees and provides access

to networking skills workshops mentoring and

coaching Over 1000 women have participated in the

first networking events and workshops with plans for

continued growth in 2010 as the program extends to

all countries in wi-rich Macquarie operates

Women@Mscquarie is pert of broader progmm
of activities designed to take full advantage of the

diversity of Macquarieis worlcforce and better realise

the benefits diversity brings to both individuals and the

organisation Benefits of diversity include improved

problem analysis and solving well-rounded decision

making and greater creatMty Macquarie is committed

to providing training opportunities that help all

employees develop their potentiel

Introduction Macquaries risk management
framework

Mscquarie Groupis Macquarie risk management

principles have remained stable over 30 years and

have served us wall over the course of the global

financial crisis

The key aspects of Macquarieb risk management

spproach are

Ownership of risk at the business level

Business heads are responsible for identifying risks

within thair businesses and ensuring that they are

managed appropriately Before taking decisions

clear analysis of the risks is sought to ensure risks

taken are consistent with the risk appetite and

strategy of Macqusrie Business ownership of

risk is an essential element in understanding and

controling risk

Understanding worst case outcomes

Macqueries risk management spprcech is besed

on exsmining the consequences of worst case

outcomes and determining whether risks can be

tolerated This approach is adopted for all material

risk types and is often achieved by stress testing

In
particular Macqusriek market risk framework

is based primarily on the application of stress

tests rather then statistical medals This approach
was tasted over the recent pest and the shocks

observed in the markets were generally within

Macquaries stress acenanos resulting in very few

worst case loss acenarlos being exceeded Whilst

Mscquarie operates number of sophisticated

quantitative risk management processes the

foundatlon of its risk rnansgement approach is

the informed consideration of both quantitative

and qualitative inputs by highly experienced

professionals

Requirement for an independent signoff by

risk management Macquarie places signfficsnt

importance on having strong independent Risk

Management Group RMG which is charged with

signing off all msterial risk scceptance decisions

It is essential RMG has the capability to do

this effectively and hence RMG has invested in

recruiting skilled professionals many with previous

trading or investment banking experience For all

material proposals RMGis opinion is sought st an

early stage in the decision making process and

independent input from RMG on risk and return is

included in the approval document submitted to

senior management

Macqueries overaf appetite for risk is expressed by

setting Global Risk Limit designed to ensure that in

prolonged and severe downtum losses will be covered

by earnings and surplus capital In line with this during

the recent global financial crisis write-downs were

more than covered by the esmings generated by

Macqusrie

During the past year Macquaneh operating groups
and divisions took advantage of global growth and

transaction opportunities arising from generaly

improved market condffions In response to the

expansion RMG increased its staff numbers in relevant

offices globely to ensure appropriate resourcing and

effective risk oversight RMG has adapted its risk

limits structure to effectively support the evoMng

business activities In
year where there has been

widespread discussion on regulatory frameworks for

financial institutlons RMG has also been reaponsibie

for coordinating Macquarieb evaluation of these

developments and its response

Focus on clients and the long term

Macqusrie recognises that an effective risk

management framework involves more than just

robust controls Macquarieb risk cuiture which is less

tsngible is equally as important and at Macqusrie the

risk culture remains strong and controls are respected

by staff Key aspects supporting this culture are

Macquarieis focus on clients and the long term

Macquarieh businesses are client based Therefore

across Macquarie greater emphasis is placed on

fostering long-term reistlonships with our clients and

building franchise businesses as opposed to short

term profits from proprietary trading

Furthermore Macqueries remuneration policy for

senior management encourages long term view in

decision making It discourages excessive risk taking

as incentives are aligned with the long-term profitability

of the firm through retention of remuneration and equity

participation

45 46



Risk Management Report

Rsk governance structure

b-app

dai

ap

Aaa

F-

F- ee
F-

SF-

F-a

ri

-I

Risk Managerreot Group

Aa

as

10

pp

aol

F- ro F-I

Pr F-

F-

47 48



Macqiew Grsrç Lrnirod and its sitsidianes 2010 k-sisal Repest macquane corn as

Risk Management Report

continued

Forty one per cent of total RMG staff aa at 31 March

2010 were baaed outaide of Auatralia to enaure

that on global basis riska are managed in

controlled manner Au officea are aubject to the aame

riak management controls and atandarda Thia ia

supported by regular staff communication and visits

between offices

Consiatent with the concept of buaineaa unita

owning risk apecific day-to-day operationa are more

appropriately diacharged and embedded within

the buaineaa unita The majority of operational riak

and compliance functiona are diacharged within the

buaineaa unita Diviaional compliance ataff enaure

that day-to-day legal and compliance obligationa

are diachar-ged at the buaineaa level whilat Busineas

Operational Riak Managers BORMa are appointed

by the Group Heada to be their repraaentative on

opemtional riak management matters and act as their

delegate in ensuring that operational risk is addressed

appropriately within their Division As at 31 March

2010 there were more than 450 staff performing such

functions within the business unita RMG provides

risk oversight role in relation to theae ataff members
anauring appropriate standarda are adhered to These

dMsional staff members have functional reporting lines

to the RMG disaional heads for Operational Risk and

Compliance

New business and acquisitions

The level of innovation across Macquarie is high

Therefore it is important that aU elements of new

business initiatives are wall understood before

commencement

All new bualness initiatives must be signed off by RMG
prior to commencement The new business approval

process isa formal process whereby all relevant

risks e.g market credit legal compliance taxation

accounting operational and systems issues are

reviewed to ensure that the transection or operation

can be managed properly and will not create unknown

or unwanted risks for Macqusrie in the future The

approval of RMG Finance DMsion Taxation Detsion

and other stakeholders within Macquarie is obtained

prior to commencement

For all material transsctions independent input from

RMG on the risk and return of the transaction is

included in the approval document submitted to senior

management

The Operational Risk function within RMG oversees

the new product and business approval process and

ensures the neoesssry approvals are obtalned

Mscquarie undertook number of acquisitions over

the course of the 2010 financial year and the process

desonbed above has been applied in each case

While these acquisitions were incremental rather than

transformational Mscqusrie has history of bong able

to successfully integrate major bualnesses

RMG Intemal Audit lAD performs an audit of the

operations of any significant new businesses based

on an sssessment of the associated risk faced by

Macquarie The audit typically takes piace within six

to twelve months following acquisition or isunoh and

includes confirmation that operations are in line with

the approved new product approval document

Risk management end monitonng

The risk management framework incorporates active

management and monitoring of market credit equity

liquidity operational compliance legal and reguialonj

risks it is designed to ensure policies and procedures

are in place to manage the risks arising within each

business unit Application varies in detail from one

part of Macquarie to another however the same risk

management framework applies across all business

activities without exception

Equity risk

Equity risk is the risk of loss arising from benking book

equity-type exposures These exposures include

holdings in speciatsed funds managed by

Macquarie Capital

principal exposures taken by Maoquarie Capital

including direct investments in entities external to

Macquarie

property equity including property trusts and direct

property investments

lease residuals and

other equity including investments in resource

companies

Equity Risk Limit

All of the above positions are subject to an aggregate

Equity Risk Limit ERL The ERL is set by the Board

with reference to the Risk Appetite Test which is

described further in the economic capital section

In setting the limit consideration is also given to the

level of earnings capital and market conditions The

limit is reviewed on semi-annual basis by RMG and

the results of the review are reported to the Executive

Committee and the Board

Conoentrstions within the equity portfolio are managed

by number of additional limits approved by the

Exeoutrve Committee and/or the Board These include

limits on

property equity investments

investments in the resources sector

lease residuals by type of leased asset

00-investments and other assets of Macquake

Capital

Transaction review and approval process

The business unit executing the transsction is

responsible for due diligence and risk analysis of each

equity investment For material deals RMG undertakes

shadow due diligence and comprehensive analysis

of all risks and potential losses associated with the

acquisition such as

market and credit risks

regulatory capital liquidity and compliance

requirements

business operational and reputation risks

All material equity risk positions are subject to approval

by RMG and by the Managing Director and Chief

Executive Officer Executive Committee and the Board

depending on the size and nature of the risk RMG
ensures that the transection is correctly represented to

the relevant approvers

Credit risk

Credit ask is the risk of financial loss as resuit

of failure by client or counterparty to meet its

contractual obligations Credit risk arises from both

lending and trading activities In the case of trading

actMty credit risk reflects the possibility that the

Ireding oounterparty will not be in position to

complete the contract once the settlement becomes

due In that situation the credit exposure is function

of the movement of prices over the period of the

contract

The credit team within RMG maintains

comprehensive and robust framework for the

identification analysis and monitoring of credit risks

arising within each business Key aspects of this

framework are discussed balow

Analysis and approval of exposures

The Macquarie Group and Macquake Bank Boards

are responsible for establishing the framework for

approving credit exposures The Boards delegate

discretions to approve credit exposure to designated

individuals within Macquarie whose capacity to

exercise authority prudently has been adequately

assessed

Business units are assigned modesi levels of credit

discretions Credit exposures above those levels

are assessed independently by RMG and approved

by senior Macquarie and RMG staff the Managing

Director and Chief Executive Officer and the Boards

as required

Macquake enforces strict no limit no dealing rule

all proposed transactions are analysed and approved

by designated individuals before they can proceed

Alt credit exposures are subject to annual review

Independent analysis

The RMG credit team provides independent analysis

of credit risk exposures The teams work closely

with the business units to identify the risks inherent

in Maoquarieit businesses and apply analysis

appropriate to the level and nature of risks

Credit risk analysis is focused on ensuring that risks

have been fufly identified and that the downside risk is

property understood so that balanced assessment

can be made of the worst case outcome against the

expected rewards Downside analysis includes stress

testing and scenario analysis

Macquake doss not rely on quantitative models to

assess credit risk but uses fundamental credit analysis

to make credit risk acceptance decisions

Macquane Group ratings

Macquake relies on its own independent assessment

of credit risk Third party credit assessments are

considered as an input into the analysis but are not

considered to be sufficient basis for decision making

Macquarie has established proprietary intemal credit

rating framework to assess counlerparty credit risk

Macquarie Group MG ratings are used to estimate

the likelihood of the rated entity defaulting on financial

obligations The MG ratings system ensures

consistent assessment of borrower and transection

characteristics across Macquarie and provides the

mechanism for meaningful differentiation of credit risk
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Al customer limits and esposuras are allocated an MG
rating on 113 scale which broadly correspond with

Standard Poors SP and Moodyti Investor Servicea

Moodya credit ratinga Each MG rating ia assigned

Probability of Default PD eatimate Credit limits and

exposures are also allocated Loss Given Default

LGD ratio reflecting the estimated economic loss in

the event of default occurring

Macquarle has an independent Credit Assurance

function within 3MG to provide assurance over the

effectiveness of credit risk management throughout

Macquarie The role of the Credit Assurance function is

to liaise closely
with all business units to ensure credit

risks are understood and properly managed ensure

credit discretions are being utilised appropnately and

credit ratings are correctly attributed

Measuring and monitoring exposures

Credit exposures for loans are evaluated as the full

face value

Credit exposures for derivatives are function of

potential market movements and are assessed by

assuming that low probability i.e worst case stressed

market movements occur end that Macquarie has to

go to the market to replace defaulting deal at the

worst possible time during the term of the transection

The level of stress that is applied to individual markets

is reviewed and approved by 3MG at least every two

years or when volatility or market conditions dictate

Where trading gives rise to settlement nsk this

exposure is assessed as the full face value of the

settlement amount

All credit exposures are monitored regularfy against

limits Credit exposures which fluctuate through time

are monitored daily These include off balance sheet

exposures such as swaps forward contracts and

options which are assessed using sophisticated

valuation techniques

To mitigate credit risk Macquarie makes use of

margining and other forms of collateral or credit

enhancement techniques including guarantees and

letters of credit the purchase of credit default swaps

and mortgage insurance where appropriate

On and off-balance sheet exposures are considered

together and treated identically for approval monitoring

and reporting purposes

review of the credit portfolio analysing credit

concentrations by counterparty country risk type

industry and credit quality is carried out and reported

to Macquanes Executive Committee quarterly and

Board semi-annually Policies are in place to manage

credit risk and avoid unacceptable concentrations

either to any economic sector or to an individual

counterparty

Loan impairment review

All loan assets are subject to recurring review and

assessment for possible impairment Provisions for

loan losses are based on an incurred loss modal

which recognises provision where there is objective

evidence of impairment at each balance date and is

calculated based on the discounted values of expected

future cash flows

Specific proolsiona are recognised where specific

impairment is identited The rest of the loans are

placed into pools of assets whh similar risk profiles

and cotectively assessed for losses that have been

incurred but not yet identified

There has been marked reduction in impaired loans

compared to last years peak However this partly

reflects the foreclosure of US real estate loans and

the consequent strategy to hold and lease US-based

residential properiiea Improvements have also resulted

from strategies which are in place to manage and

reduce problem exposures whh minimal losses

Macquerie took advantage of
range of credit

opportunities over the past year which has resulted

in an increase of 21
per

cent in total loan sssets

Country nsk

The Country Rak Policy guides the management of

Mscquaries country nsk Countries are grouped into

categories based on the countryy risk profile Before

any exposure is taken in country which is considered

to be higher risk full review of the economic

political and operating environment is undertaken to

determine the leval of
exposure that is considered to

be acceptable Where appropriate the country risk is

covered by political risk insurance

Operational risk

Mecquarie defines operational risk as the risk of

loss resulting from inadequate or failed internal

processes people and systems or from external

events Macquarie has established procedures and

controls to manage market credit reputation and

strategic risks The potential for fadure or inadequacy

in these procedures and controls would be olassified

ss an operational risk Operational nsk fallures could

lead to reputation damage financial loss or regulatory

consequences

3MG is responsible for ensuring an appropriate

framework exists to identfy assess and manage

operational risk and that resouroes are avallable

to support it It is also responsble for Macqueried

operational risk capital measurement methodology

In general changes in Macqueries operational risk

profile are the net result of greater innovation and

growth This is offset by constant gradual adaptation

and development of the control environment to

accommodate new risks

Operational Risk Management Framework

Mecquerieb Operational Risk Management Framework

ORMF is designed to identify assess and manage

operational risks whhin the organiastion The key

objectives of the framework sre as follows

risk identification analysis and acceptance

execution and monitoring of risk management

practices

reporiing and escalation of risk information on

routine and exception basis

Businesses carry out elements of the ORMF in

manner that is tailored to their specific operational risk

profile However to ensure conalstency and minimum

standards the framework includes the following

mandatory alements

robust change management process to ensure

operational risks in new activities or products

are identified addressed and managed prior to

implementation

semi-annual operetionsl risk self assessment

ORSA process to identify operational risks at the

business leval assess controls and develop action

plans to address deficiencies

recording of operational risk incidents into

centralised reporting system Incidents are analysed

to identify trends and establish lessons learnt on the

effectiveness of controls

allocation of operational risk capital to all Mecquarie

businesses as tcol to further encourage positive

behaviour in Macqueried day-to-day management

of operational risk

Macquane-wide policies which require conastent

approach and minimum standards on specific

operational risk matters

embedded operational risk representatses in

business units who act as delegates of the business

manager These representatives ensure operational

risks are addressed appropriately and that the

ORMF is executed within thalr ems

Excludes securitisations special purpose vehicles and

segregated futures funds

Risk Management Report

continued

Macquane Group Lnrntedandtsstlwderies 2019 Arwej Report rnacquarie corn au

Ratio of Provisions end Impaired Assets to Loans Advances and Leases

Collectve provision to loans advances and leases Balance sheet

Net impaled assets to loans advances and leases Balance sheet

Net credit losses to loans advances end leases Incorne statement

1991 1992 993 1994 1995 1995 1997 1999 1999 2000 2001 2002 2003 2004 2005 2005 2007 2009 2009 2010

Note Loan assets excludes securitisations special purpose vehicles including mortgage end lease securitiastion

vehicles and segregated futures funds Net impaired assets and net credit losses excludes investment securities

Please refer to note 11 of the Rnanciel Report for further information on impaired assets
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Risk Management Report
continued

Macquaries operational risk capital framework

Macquarie% framework for operational iiak capital has

Iwo main elements

an annual scenario approach for modeling

operational risk losses and to determine operational

risk capital

quarteily scorecard analysis which is used to

update operational risk capital between scenario

analyses and as basis for updating the allocation

of capital to businesses

Operational risk scenarios identify key risks that

while
very low in probability may result in very high

impact losses In identifying the potential for such

losses consideration is given to indiedual atatistical

distribution for each scenario external loss data

internal loss data risk and control factors determined

by the operational risk self assessments and the

contribution of expert opinion from businesses Results

are then modelled to determine the operational risk

component of regulatory capital required to be held

by Macquarie al the BB.gth percentile level Monte

Casio techniques are used to aggregale these

indiodual distributions to determine Macquarie-wide

operational risk loss distribution Over time operational

risk capital changes to reflect

new business actiety businesses growth and

significant change in actiety which may require

new or increased loss scenarios and/or an

increased loss probability

as business changes bed down and the control

environment continues to mature the probability of

loss decreases reducing the capital requirement

changes in the external environment such as new

regulations or movements in the economic cycle

can also rifluence scenario estimales

Macquarie allocates capital to individual businesses

The capital allocation effectively rewards positive risk

behaviour and penaises increased risks This is done

ualng scorecania which measure changes in number

of key factors such as the size and complexity of the

business risk and control assessments incident and

exception management and governance

The quarterly change in the sum of divisional capital

is also used as an estimate to update the Macquarie

capital requirement between annual assessments

Market risk

Market risk is the exposure to adverse changes in

the value of Macquaries trading portfolios as result

of changes in market prices or volatility Macquarie

is exposed to the following risks in each of the major

markets in which it trades

foreign exchange and bullion changes in spot and

forward exchange rates and bullion prices and the

volatility of exchange rates and bullion prices

interest rates and debt securities changes in the

level shape and volatility of yield curves the baas

between different debt securities and derivatives

and credit margins

equities changes in the price and volatfiry of

individual equltiss equity baskets and equity

indices inoluding the risks arising from equity

underwriting activlty

commodiliss and energy changes in the price and

volatility of base metals agricultural commodities

and energy products

and to the correlation of market prices and rates within

and across markets

It is recognised that all trading activities contain

calculated elements of risk tsking Macquarie is

prepared to accept such risks provided they are wlthin

agreed limits independently and correctly identified

caiculated and monitored by RMG and reported to

senior management on daly basis

Trading market risk

RMG monitors positions within Macqusrie according

los limit structure which sets limits for all exposures

in all markets Limits are applied at granular level to

individual trading desks and also through increasing

levels of aggregalion to Divisions and ultimately the

Group This approach removes the need for future

correlations or scenarios to be precisaly predicted as

all risks are stressed to the extreme and accounted

for within the risk profile agreed for each business and

Macquarie in aggregate

Despite historically high volafillty of global markets

over the course of the downtum the shocks stipulated

in market risk scenarios for price volatility and

business specific risks were typically greater than

observed daily movements

Limits are approved by senior management with

appropriate authonly for the size and nature of the risk

and remain the ultimate responsibility of the business

Macquane adheres to no limit no dealing policy Ifs

product or position has not been authorised by RMG
then it cannot be traded Material breaches of the

approved limit slruclure are communicated monthly to

the Macqusrie Bank and Mscquarie Group Boards

RMG sets three complementary limit structures

Contingent loss limits worst case scenarios

that shock prices and volatifities by more than has

occurred historically Multiple scenarios are set

for each market to capture the non linearity and

complexity of exposures arising from derivatives

Position limits volume maturity and open

position limlts are set on large number of

market instruments and securities in order to

constrain concentration risk and to avoid the

accumulation of risky illiquid positions

Value st Risk VsR Limits statistical measure that

determines the potential loss in trading value at both

business and aggregate level

The risk of loss from incorrect or inappropriate pricing

and hedging models is mitigated by the requirement

for all new pricing models to be independently tested

by the specialist Guantitative Applications Division

within RMG

Aggregate measures of market risk

Aggregate market risk is constrained by two risk

measures VafR and the Mscro-Econornic-Unksges

MEL stress scenarios The VaR model predicts the

mssimum likely loss in Macqueries trading portfolio

due to adverse movements in global markets over

holding periods of one and ten days The MEL
scenario utilises the contingent loss approach to

capture simultaneous worst case movements across

all major markets Whereas MEL focusses on extreme

price movements VaR focusses on unexceptional

changes in price so that it doss not account for losses

that could occur beyond the gg per cent level of

confidence For this resson stress testing remains the

predominant focus of RMG as it is considered to be

the most effectrve mechanism to reduce Mscquariefr

exposure to unexpected market events

Macro Economic Linkages

MEL cabulates Mscquanes total market risk exposure
to global market stress test scenarios extrapolated

from historical crisis events and global market

correlations Each stress eat scenario includes

primary shock to one of equity foralgn exchange

energy or interest rate markets as wall as cross-market

effects in corporate margins metais and commodlties

MEL is Macquariefr preferred internal measure of

aggregate market risk because of the severity of the

shocks applied and the ability for scenarios to develop

with changing market dynamics MEL is monitored

and reported to senior management daily and regulariy

reviewed by RMG to ensure the measure remains

appropriate for changing market conditions and the

nsks to which Macquarie is exposed

The Market Contagion scenario typically the most

conservative of the MEL stress test scenarios

accounts for all the significant markets to which

Macquarie is exposed The sssumptlons in this

scenario are considerably mom severe than the

conditions that have prevailed throughout the

Global Financisi Crisis The Market Contagion

scenario measures the impect of an instantaneous

equity market crash of 15 to 3D
per

cent as well

as additional shocks to foreign exchange metals

interest rate energy agricultural commodity and

credit markets Macquarieb exposure to the Market

Contagion stress test scenario remained low

throughout the finanolal year The average exposure

to the MEL stress test scenario represents less than

two per cent of total equity
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VaR

VaR provides statistically based summary of overall

market risk io Macquarie The magnttude of VaR

reflects changes in positions as well as changes in

market volatility and correlations and enhancements

to the model The integrity of the VaR model is tested

regularly against daily profit and loss

The VaR model uses Monte Carlo simulation to

generate normally distributed pnce and volatility

paths for approximately 1400 benchmarks uang

volatilities and correlations based on three to ten years

of historical data Emphasis is placed on more recent

market movements to more accurately reflect current

conditions Each benchmark represents an asset at

specitc maturity for example one year crude oil

futures or spot gold The benchmarks provide high

level of granularity in sssessiog risk covering range

of points on yield curves and forward price curves and

distinguishing between similar but distinct assets for

example crude oil as opposed to heating oil or gas

traded in different locations Exposures to individual

equities within national market are captured by

speolfic risk modelling incorporated directly into the

VaR model

As market conditions improved oversil trading

activities have increased over the past 12 months In

line with historical trends market risk as measured by

VaR has been modest in comparison to capital and

eamings and stable as percentage of capital The

graph below shows the daily VaR and the six month

average VaR as percentage of total equity

Equities

Interest rates

Foreign exchange and bullion

Commodities and
energy

Aggregate

Trading revenue

The effectiveness of Macquaries risk management

methodology can be measured by Macquashs daily

trading results Particularly during periods of high

volatility the smell quantity and magnitude of
daily

losses incurred by Macquash is indicative both of an

effective nsk management frsmework and busineas

operations focused on servicing olient needs

Mscqusries market risk trading activities are based

on earning income from spreads franchise businesses

and client flows Trading income is predominantly

derived from otent franchise activities rather than

outright proprietary trading activity

Mscqusrie% trading approach has shown consistent

profits and low volatility in trading results whilst allowing

growth in those markets where significant gains can be

realised This is evident in the histogram below which

shows that Macqusrie made net trading profit on

217 out of the 260 trading dsys 2009 results 200 out

of 260 trading days

Non-trading market risk

Macquerie also has exposure to non traded riterest

rate risk generated by banking products such as

loans and deposits Interest rate exposures where

possible are transferred into the trading books of

Group Treasury and managed under market risk limits

However some residual interest rate nsks remain in the

bankiog book due to factors out side the interest rate

market or due to timing differences in accumulating

exposures large enough to hedge These residual

risks in the banking book are not material but are

nevertheless monitored and controlled by RMG and

reported to senior management regularly

VaR figures for year ended 31 March

Average

$m

Maximum

$m

Minimum

$m
Average

3m
Maximum

3m
Minimum

3m
6.66 20.92 2.80 5.79 16.41 3.27

4.34 6.65 3.09 5.25 10.04 2.52

3.59 10.50 0.57 5.00 14.97 149

10.95 16.98 5.37 9.06 17.04 5.48

14.26 26.70 6.06 13.01 24.17 9.28

Aggregate Value at Risk

Value at Risk
-day 99% confidence intervsU

$A million

Average Vsiue at Risk to Totsi Equity
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Directors Report

for the financial year ended 31 March 2010

RMG aasesaas compliance risk from Macquarie-atde

perapactive and worka closely with legal compliance

and prudential taams throughout Macquarie to ensure

compliance risks are identif ad and appropriate

standards are applied consistently to rnsnage

these complance risks The development of new

businesses and regulatory changes domestically and

intemationalM are key areas of focus within this role

Each of Macquarie% businesses is responsible for

developing and implementing its own legal risk

management and compliance procedures RMG

perlorms an oversight role to the divisional compliance

staff to ensure appropriate standards are adhered

to Durktg the course of the year Macquarie-wide

General Counsel position was created The appointed

General Counsel is responsible for Macquarists legal

functions globally including oversight of Macquaries

strategic loitistives and signtt cant legal risk and

reputation issues The General Counsel reports dfrecfly

to the Managing Director and Chief Executive Officer

Reputation risk

Ali activities have elements of reputation risk

embedded Managing reputation risk is an essential

role of senior management as it has the potential to

impact earnings and access to capital Macquarie

seeks to manage and minimise reputation risk

through its corporate governance structure and risk

management framework

Macquarie operates under strong corporate

govemance structure consistent with the regulatory

requirements of various regulators including the

Australian Securities and Investments Commission

ASIC and APRA Goals and Values incorporating

clear code of ethics are communicated to all staff and

Integrity Officers are in place to deal with potential

issues of integrity

Bushess units take ownership of risk including

reputation risk In addition robust independent

risk management framework incorporates active

management and monitoring of risks arising within

Macqueue The implementation of this framework by

RMG isa major mitigant to reputation risk

The various policies procedures and practices in place

aim to minimise reputation risk and regular reporting to

the Executive Committees and Boards indudes detail

on reputation risk issues as appropriate

The direct financial losses arising from repulation risk

such as breach of mandates and regulatory fines are

tsken into account in the operational risk capital model

Internal Audit

Internal Audit pmvides independent assurance to

senior management and the Board on the adequacy

and effectiveness of Macquanes financial and risk

management framework Internal Audit forms an

independent and objective assessment as to whether

risks have been adequately identified adequate

internal controls are in place to manage those risks

and those controls are working effectively Internal

Audit is independent of both business management

and of the activities it reviews The Head of Intemal

Audit is jointly accountable to the BACC and the Head

of RMG has free access at afi times to the BACC and

cannot be removed or replaced without the approval of

the BACC

Basal II

Macquarie Bank is accredited under the Foundation

Internal Ratings Based Approach RRB for credit

risk the Advanced Measurement Approach AMA
for operational risk the internal model approach for

market risk1 and the intemal model approach for

interest rate risk in the banking book

These advanced approaches place higher reliance

on banks internal capital measures and therefore

require more sophisticated level of risk management

and risk measurement practices

Regulatory developments

In response to the recent events of the global financial

crisis regulators woridwide are proposing to enhance

their prudential standards The proposed changes

include more stringent qualitative and quantitative

requirements to enhance the resilience of financial

institutions under stressed market conditions

The proposed regulatory changes are likely to resuit

in higher capital and tighter liquidity requirements for

the banking sector Macquarie continues to monitor

regulatory and cther market developments and

remains well capitatsed and waN funded

In accordance with resolution of the Voting Directors

the Directors of Macquarie Group Umited MGL
the Voting Directors submit herewith the income

statements statements of comprehensive income

statements of changes in equity and the statements of

cash flows for the year ended 31 March 2010 and the

statements of finandal position as at 31 March 2010

of MGL and its subsidiaries consolidated entity at the

end of and during the financial year ended on that

date and report as follows

Voting Directors

At the date of this report the Voting Directors of

Macquase are

Non-Executive Voting Director

D.S Clarke AD Chairman1

Executive Voting Director

N.W Moore Managing DWector and Chief Executive

Officer

Independent Voting Directors

M.J Hawker2

PM Kirby

C.B Livingafone AD
H.K McCann AM3

J.R Niland AC
H.M Nugent AD

PH Warne4

On 31 August 2009 Mr aarke resumed full duties

as Chairman following leave of absence which

commenced on 27 November 2008

Mr Hawker was appointed to the Board on 22 March

2010

Mr McCann was appcinted Acting Chairman of MGL
Acting Member and Acting Chairman of the Board

Nominating Committee and Acting Member of the

Board Remuneration Committee during Mr Clarkes

absence 27 November2008 to 30 August 2009

Mr Wame was Acting Chairman of the Board Risk

Committee from 27 November 2008 and was

appointed Chairman of the Board Risk Committee on

27 August 2009

Other than Mr Hawker the Voting Directors listed

above each held office as Voting Director of

Macquarie throughout the financial yasr ended

31 March 2010 Those Voting Directors listed as

Independent Directors have been independent

throughout the period of their appointment

Mr LG Cox was an Executhe Voting Director from the

beginning of the financial year until his retirement on

29 July 2009

Details of the qualfications experience and special

responalbilities of the Voting Directors and qualifications

and experience of the Company Secretaries at the

date of this report are set out in Schedule at the end

of this report

Standard approach applied for specffc risk on

debt securities
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Voting Directors meetings

The number of meetings of the Board of Voting Directors of Macquane the Board and meetings of Committees

of the Board and the number of meetings attended by each of the Voting Directors during the financial year is

summansed in the tables below

Board meetings

Monthly Board meetings

________
12

Eligible

to ttnnd Attended

Eligible

to attend Attended

OS Clarfice 12

NW Moore 12 12

LG.Cox5

M.J.Hawler

P.Mjcirby 12 12

C.B Uvingstone 12 11

H.K McCann 12 12

JR Niland 12 12

H.M.Nugent 12 12

RH.Warne 12 12

Board Committee meetings

Board Audit and Board Corporate Board Board

Compliance Governance Nominating Remuneration Board Risk

Committee Committee Committee Committee Committee

meetings meetings meetings meetings meetings

20

Eligible Eligible Eligible Eligible Eligible

to to to to to

attend Attended attend Attended attend Attended attend Attended attend Attended

D.S Clarke 20 10

N.W.Moore

LG Cox2

M.J Hawk
RM.Kirby

C.B Uvingstone

H.K.McCsnn

JR Niland 20 20

H.M Nugent 20 20

RH.Wame 20 19

Mr Clarke was granted leave of absence from 27 November 2008 to 30 August 2009 due to illness Since

resuming fuN duties on 31 August 2009 Mr Clarke has attended at Board Special Board Board Risk Committee

and Board Nominating Committee meetings and nine of ten Board Remuneration Committee meetings

Mr Ccx retired as an Executive Voting Director on 29 July 2009

Mr Hawker was appointed to the Board as an Independent Voting Director on 22 March 2010

There were two Board Sub Committee meetings The first meeting was attended by all of its members being

Mr McCann Ms Livingstone and Mr Moore and the second meeting was attended by all of its members being

Mr Clarke Mr McCann Ms Uvingstone Dr Nugent Mr Warne and Mr Moore

The principal activity of the Company during the There were no other significant changes in the state

financial year ended 31 March 2010 was to act as of the affairs of the consolidated entity that occurred

nonoperating holding company NOHC for the during the financial year under review not otherwise

consolidated entity The activities of the consolidated disclosed in this report

entity were those of financial services provider of
Review of operations and financial result

banking financial advisory investment and funds

management services In the opinion of the Voting
Consolidated net profit after income tax attributable to

Directors there were no significant changes to the ordinary equity holders for the year ended 31 March

principal activities of the consolidated entity during the 2010 was $1050 million 21 percent increase from

financial year under review not otherwise discloaed in
$871 million in the pnor year

this report The effective tax rate for the year ended 31 March

Result 2010 was 16% up from 2% in the prior year The

increase was largely due to slower level of write-
The financial report for the financial years ended

downs and impairment charges in the year to
31 March 2010 and 31 March 2009 and the resuits

31 March 2010 compared to the prior year
herein have been prepared in accordance with

Australian Accounting Standards The effective tax rate before the impact of write-downs

and impalrment charges is relatively stable compared
The consolidated profit from ordinary activities after

to the prior year
income tax attributable to ordinary equity holders

for the financial year ended 31 March 2010 was The
year

ended 31 March 2010 included
significant

$1050 million 2009 $871 million wnte-downs impairment charges net equity

accounted losses $854 million negative falr value

adlustrrient on fixed rate issued debt $255 million

Subsequent to year end the Directors have gains
from liability management Macquarie Income

announced final ordinary dividend of $1.00 per Prafened Securities $127 million arid subordinated

share unfranked in relation to the financial year
ended debt $55 milion and gems from fund initiatives

31 March 2010 The final ordinary dividend is payable totalling $539 million Dunng the year the consolidated

on July 2010 entity acquired Triatone Capital August 2009 Fox Pitt

On 16 December 2009 MGL paid an interim ordinary
Ketton Cochran Caronia Weller November 2009

dividend of $0.86 per share unfranked $287 million
Blackmnont Capital December 2009 and Delaware

Investments January 2010
in aggregate in respect of the financial year ended

31 March 2010 Earnings per share increased from $3.10 in the prior

On July 2009 MGL paid the final dividend of
year to $8.20 for the year ended 31 March 2010 The

$0.40 per share $122 million in aggregate in respect
final dividend of $1.00 per share unfranked brings

the

of the financial year ended 31 March 2009
total dividends for the year ended 31 March 2010 to

$1.86 per share unfrariked up from $1.85 per share

The final dividend of $1.00 per share unf ranked brings in the prior year and resuted in full year dividend

the total dividends for the year to $1.86 per share
payout ratio of 60 percent

unfranked and the dividend payout ratio to 60 per

cent consistent with the previously stated policy
In May 2009 the consolidated entity undertook

$540 million capital raising via an institutional private

No other dividends or distributions were declared or
placement and in June 2009 completed $669

pad dunng the financial year milion share purchase plan These capital initiatives

combined with the increase in profit attributable to

ordinary equity holders reauted in return on equity

for the year ended 31 March 2010 of 10.0 percent up

from 9.9 percent for the prior year

mauquane 00mw

Principal activities

Special Board meetings

State of affairs

Dividends and distributions
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Total operating income for the
year

ended 31 March

2010 was $6638 mIlion 20 percent increase on

the prior years operating income of $5526 milton

The main drivers of this change were increased

operating income from Fixed Income Currencies

and Commodities and the cash equities business in

Macquarie Securities Group combined with an overall

reduction in the level ot write-downs impairment

charges and net equity accounted losses

Total operating expenses for the year ended 31 March

2010 were $5344 million an increase of 18 percent

from $4537 mtlion in the prior year The change was

largely driven by sal percent increase in employment

costs which also resulted in an increase to the

compensation ratio from 40.7 percent in the prior year

to 42.9 percent for the year to 31 March 2010

Assets under Management CAUM of $325.7 bilion

at 31 March 2010 increased 34 percent from

$243.1 billion at 31 March 2009 The increase was

driven by Macquwie Funds Groups acquisition of

Delaware Investments which added $151.1 billion to

assets under management at 31 March 2010 This

was offset by reduction in AUM due to fund initiatives

including Macquatie Airports Macquarie Infrastructure

Group and the sale of Real Estate assets to Charter

Hall The strengthening of the Australian dollar against

major global currencies resulted in lower asset values

for offshore assets

Review of financial poaftion

The consolidated entityti lquidity risk management

framework operated effectively throughout the year

ensuring funding requirements were met and sufficient

liquidity was maintained despite the challenging credit

market conditions Cash end liquid assets decreased

from $30 billion at 31 March 2009 to $22 billion at

31 March 2010 Cash and liquid asset holdings now
represent over 30 per cent of the consolidated entitys

net funded assets

The consolidated entitys capital management policy

is to be conservatively capitalised and to maintain

diversfled funding sources in order to support

business initiatives particularly speciatsed funds and

offshore expansion whilst maintaining counterparty

end client confidence

As an Austmlan Prudential Regulation Authority

APR4 suthorised and regulated NOHC Macqusrie is

required to hold adequate regulatory capital to cover

the risks for the whole Macquarie Group including

the NonBanking Group APRA is still developing its

policy framework for supervising NOHCs Macquarie

and APRA have agreed en interim capital adequacy

framework for Macquarie based on Macquarie

Groups Boardapproved Economic Capital Adequacy

Modal and APRAs capital standards for ADIs This will

apply until APRAs capital rules for NOHCs are tnalised

and implemented

Macquwie Groups capital adequacy framework

requires it to maintain minimum regulatory capital

requirements Level MCR calculated as the sum of

the dollar value of

MBLs minimum Tier capital requsement based

on percentage of risk weighted assets RWA5
plus Tier deductions using prevalling APRA ADI

Prudential Standards

The Non-ADI Group capital requirement using

Macquarie Groups Economic Capital Adequacy

Modal adjusted for the capital impact of

transactions internal to the Macquarie Group

The consolidated entity has satisfied its extemalfy

imposed capital requirements throughout the year At

31 March 2010 the Macquarie Banking Group had

Tier Capital Ratio of 115 per cent and Total Capital

Ratio of 13.3 percent The consolidated entity remains

wall capitalised with $4.0 billion of eligible capital in

excess of the Level MCR

Eventa aubsequent to balance date

Following approval by unitholders on 22 April 2010

investments in the Macquarie Cash Management

Trust CMT will be converted to an at call account

with Macquarie Bank The conversion is scheduled

to take place in July 2010 At the current time total

funds under management in the Macquarie CMT are

$10 billion The funds transferred to the consolidated

entity will form part of the consolidated entitys overall

funding pcol

Al the date of this report the Directom are not aware

of any other matter or circumstance which has arisen

thaI has significantly affected or may significantly

affect the operations of the consolidated entity the

resuits of those operations or the state of affairs of the

consolidated entity in the financial years subsequent to

31 March 2010 not otherwise disclosed in this report

Likely developments in operations and expected

outcomes

While market conditions continue to improve

continuing uncertalnly makes forecasting diffcuit

Subject to market conditions for the year to 31 March

2011 we currently expect improved operating resuita

on the prior year for all of our businesses

The income statement for the year to 31 March 2011

is likely to be chamcterised by fewer one off items as

sean in the second halt of this year compensation

ratio consistent with historical levels continued higher

cost of funding reflecting market conditions and high

liquidity levels including the recent CMT/CMA initiative

The balance sheat in the 31 March 2011 tnsncrsl year

is likely to be characterised by high cash balances as

resuit of the CMT/CMA initiative which we anticipate

will continue to be deployed across the businesses

and level of equity investments at or below existing

levels

In addition to market conditions the result for the year

to 31 March 2011 remalna subject to range of other

challenges including increased competition across

al markets the cost of maintaining our continued

conservative approach to funding and capital and

proposed regulatory reform which has the potential to

impact flows to capital markets

Over the medium term we remain well placed due

to the global depth and reach of our businesses

the diveralt cation of our business mix our strong

committed team with interests aligned to shareholders

our strong balance sheat capital and funding position

and effective risk management

Subject to the continustion of increasing economic

activity across major markets we expect continued

growth in revenue and earnings across most

businesses over time and continued growth in our

businesses driven by further
expansion of our strong

dent franchise
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Executive summary

Macquanes approach to remuneration continues to

deliver long-term shareholder returns by ensuring

continued alignment of the interests of staff and

shareholders while attracting and retaining high

quality people This consistent approach has served

shareholders well in recent times as well as over the

longer term In the difficuft financial markets of the

past two years it has also contributed to Macquarie

resilience relative to its peers The Board believes that

this continues to be the right approach

While its remuneration framework has remained

robust despite unprecedented change in financial

markets Macquane revised some specific aspects

of its remuneration arrangements dunng the year

The changes place an even greater emphasis on

longer-term incentives but continue to emphasise

performance-based remuneration having regard to

risk The principles that underpin the remuneration

framework are the same with Macquaries approach

measuring up we against recommendations

regarding remuneration practices from regulators

and governments The changes which were

overwhelmingly approved by shareholders in

December 2009 alter the delivery mechanism and

the retention and release conditions of Macquariels

deferred remuneration arrangements The changes

ensure that the key objectives of ongoing retention of

staff and alignment between staff and shareholders

continue to be met The changes are as foliows

less profit share delivered as cash

more profit share deferred

more retained profit share held as equity

options replaced by Performance Share Units

PSUs with performance hurdles which are

awarded only to the most senior people

retention arrangements strengthened

more onerous conditions around the release of

retained profit share on termination

With the unprecedented change in financial markets

during the past two years there have been major

changes in the industry landscape with number of

Macqueries investment banking peers significantly

impacted by the global dislocation This follows from

widespread redundancies major firm collapses and

bankruptcies as well as acquisitions and business

divestmenta with number of major firms outside

Australia relying on government cash injections to

survive

The aftermath of the global financial onsis has seen

rapid strengthening in the market for executive talent in

the financial services industry The perception by many

financial institutions of unique window for recruiting

talent building businesses and increasing market share

has resulted in intense competition giobally for proven

talent which boards across the industry have also had

to take into account

As in previous downturns Macquarie has taken

advantage of opportunities ansing as result of

market disruptions with number of acquisitions of

businesses teams and individuals during the year

Despite some increases in fixed remuneration levels

for certain senior personnel to reflect the competitive

market conditions levels of fixed remuneration

remain relatively low compared to senior roles in

other Australian corporations This is atil considered

appropriate encouraging executives to take

more performance oriented approach In 2010

fixed remuneration for Macquane nine Executive

Committee members comprised on average only 11

per cent of total remuneration The remaining 89 per

cent of their remuneration was entirely at risk

Macqueries performance-based remuneration is

truly vanable and aligned with shareholders interests

evidenced in the way the profit share pcol is created

through the use of net profit after tax NPAT and return

on equity ROE measures For given level of capital

employed total profit share rises or falls with NPAT

Macquaiiea total profit share pcol increases with

performance and no maximum ceiling is imposed This

aligns shareholder and staff interests and provides the

strongest incentive to staff to continuously strive to

maximise lang-term profitability

Performance based profit share is allocated to

Maoquaries businesses and in turn to individuals

based on perforrriance Performance is primarily

assessed based on relative contribution to profits

while taking into account capital usage and risk

management This results in businesses and individuals

being motivated to increase earnings and to use

shareholder funds efficiently consistent with prudent

risk taking In addition other qualitative measures are

used in assessing individual performance such as

how business is done governance and compliance

long-term suatainability people leadership and

adherence to Macquane Goals and Values Staff are

motivated to work co-operatively given
that their profit

share will reflect Macqueries overall performance

the relative performance of their business and their

individual contribution

Contents

Executive Summary

Introduction

Macquariels remuneration framework has remained robust despite unprecedented change

in financial markets

1.1 Global financial markets have seen unprecedented change

1.1 .1 Governments and regulators reviewed remuneration arrangements and the industry

landscape has been reshaped following the global financial cnsis

1.1 .2 The composition of remuneration has significantly changed with some major themes

emerging

1.1 .3 Governance expectations have significantly increased

1.2 Macqueries underlying remuneration framework remains robust

While Macquane underfying principles remain unchanged its remuneration arrangements

have been enhanced to further align staff and shareholders interests and to continue to be

in line with or ahead of leading practice

2.1 The remuneration structure continues to emphasise performance-based remuneration

2.2 Remuneration is linked to the drivers of shareholder returns

2.3 Direct iong-term alignment with shareholder interests is emphasised

2.3.1 Transitional arrangements

2.3.2 Profit share arrangements delivery of profit share

2.3.3 Investment of retained profit share

2.3.4 Income on invested retained profit share

2.3.5 Release of retained profit share normal vesting

2.3.6 Early vesting and release of retalned profit share

2.3.7 Disqualifying events clawback

2.3.8 Tax events

2.3.9 Minimum shareholding requirement for Executwe Directors

2.3.10 Other equity arrangements Staff share plans encourage broader staff equity participation

2.4 Options while discontinued remain outstanding

2.4.1 General terms of option arrangements

2.4.2 Performance hurdles for Executive Director options

2.5 Performance share units SUs have been substituted for options for Executive Committee

members only

2.5.1 Determination and allocation of the PSUs

2.5.2 Vesting Schedule

2.5.3 Performance hurdles for Executive Committee PSUs

2.6 No special contractual termination payments are made

Remuneration arrangements are delivering results although comparisons are difficult because

of the changes

3.1 Comparisons with peers are difficult

3.2 Historical comparisons with Macquarre are difficult

3.3 With these caveats the relationship between Macqueries remuneration and its performance

is stronq relative to peers

Strong governance has been exercised

4.1 Strong Board oversight exists to ensure sound overall remuneration governance

4.2 Risk is assessed as part of the profit share allocation process

4.3 An independent remuneration review has been undertaken

Non Executive Directors continue to be recognised
for their role

5.1 Non-Executive Director remuneration policy

5.2 Board and Committee fees

Minimum shareholding requirement for Non-Executive Directors

Appendices
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Macquariea remuneration framework haa remained robuat despite unprecedented change in financial

marketa

Significant changea in global financial markets resulted in remuneration practicea particularly in the financial cervices

industry coming under acrutiny from governmenta and regulatom These changes are atit unfolding in juriadict ions aiound

the world In thia context the Macquarie remuneration approach remains robust

1.1 Global financial marketa have aeon unprecedented change

1.1.1 Governmenfa and regulafora reviewed remuneration arrangementa and fhe indusfry fandscape haa been

reshaped following fhe global financial criaia

2008 2009January

2009 May 2009 June to August

2010 to date

Apnl 2010 Auatralian Government released reaponae to trial Pmductivity Commission report on esecutrve remuneration

March 2010 UK Government publishes dtaft regulations under the Rrendal Services Bill to apply from the 2010 reporting year including

mandatory disclosure for at execufivea receving greater than 500000 diacloaed in bands of 500000 up to million and thereafter in

when bands

Despite the difficult conditions at the beginning of

2009 many financial services firms recovered during

the year as reflected in their financial results increasing

their ability to offer more compelling pay packages

and their desire to rebuild businesses Sortie of the

US banks began to
repay

their TARP cash injections

therefore removing themselves from government

restrictions as well as from the public spotlight on

compenaation These banks were then able to offer

more competitive compensation packages The

perception by many tnandal institutions of unique

wtndow for recruiting talent building businesses and

increasing market share afro placed significant upward

pressure on remuneration levels The recruitment

market strengthened particularly at the top executive

end of the market where high performers found several

opportunities on offer This has resulted in intenae

competition across the globe for proven talent

This competition for talent is arguably the moat intense

witnessed in Macquaries history

1.1.2 The composition of remuneration has

sign/ficantly changed with some major

themes emerging

The mor themes emerging in the current

remuneration environment reflect greater desire to

manage the behaviour between risk and return These

themes we

bonuses we based on profits not revenue and on

riak adjusted capital

higher percentage of performance based

remuneration is being deferred

higher proportion of deferred performance-based

remuneration is being delivered in equity

options we being used less frequently being

replaced by other forms of equity such as restricted

stock

clawback practices are being implemented

the fixed remuneration component for flak and

finance staff has increased

Macquariefr old remuneration arrangements reflected

these themes and with the changes approved by

shareholders in December 2009 these themes are

featured to an even greater extent

1.3 Govemance expectations have
aigntficanffy

increased

One of the more significant impacts of the govemment

and regulator-driven change has been the increase in

governance expectations for boards and remuneration

committees

The APRA prudential standards require increased

scrutiny by boards and remuneration committees

induding the requirement that boards approve

companyle remuneration policy

The Federal Government has indicated that it intends

to implement many of the Productivity Commissions

recommendations and further strengthen several of

the Productivity Commiaaionti proposals by expanding

thaw scope coverage and enforceability

With the significant reduction in executive termination

beneths which can be paid without obtaining

shareholder approval boards will likely become more

mindful of the termination benefits restrictions that

impose criminal sanctions on directom and officem

who receive termination benefits in contravention of the

restrictions as well as the company that provides the

benefit and the company officem involved

2009 February 2009 April

JP Morgan Chase acquired Bear

Stearna fotowing its cotapse

Bank of America acquired Merrill

Lynch

Lehman Brothers filed for

bankn4rtcy wfth moat of its

investment banking and trading

biaineaaea sold to Barclays

Babcock Brown placed in

soluntary administration

Wideapread redundanclea

by global inveatment banks

commence continuing well into

200g many relate th doaure of

non-core businesses

Many US financial institutora

start receatng agnificant US

Tteaauty rash infuaiona under

Troubled Asset Relief Program

TAIRP including Goldman

Sacha Morgan Stanley

Citigroup and JP Morgan Chess

Several maior European

natituticre receve aasetance

from relevant governments

including Royal Bank of

Scotland and UBS

FSA taQ first regulator to

publish draft Code of Practice

Code on remuneration pohcies

The Codes ovemding

General Pnnciçde Finns must

estabfah implement and

maintain remuneration poficea

procedures and practices thar

are consistent with effective nsk

managernanf

Financial Stability Board P58
published its pnnciples for

sound compensation practices

which were endorsed by the

G20 leaders Panciples were

intended to reduce incentives

towards excessive risk taking

2009 October
2009 December

to November

Regulotora
other countries

including Hong Kong France

and Swtzerland release

guidelines in lire with FSB%

principles

Rnal FSA Code on

remuneration policies published

Auratratan Prudential Reguleton

Authority çAPRA releasea first

draft of the revised Prudential

Standard APS 510 and

accompanng gadance
Prudential Practice Guide

PPG 511

Austratian Goverement requests

Productiety Commission

undertake review into

esecutive remurieralron

Auatraian Govemwent puts

forward gialation reisting to

esecutive termination benefits

Auatralian Govemment

aenouncea changes to the

taaation of employee ahere

schemes

UK Covemmerit commissions

examination of corporate

governance in the financial

services induatnj

Application of FSB principles

through the US Federal Reaeme

Bank

Final APRA standards

published implementation

date of April 2010

Australian Government

legislation passed by

Parliament significantly

redudng amount of eaecubve

termination benefits which

can be paid wfhout obtaining

shareholder approvaL to the

equivalent of ore yeats base

salary for relevant eaecutives

UK Govemment examination

of corporate governance

in the tnancial services

industry published number

of recommendations relate

to remuneration and broedly

mirror FSA Code

Final Productivity Commission

report makes recommendations

in relation to governance

and accountability of boards

regarding remuneration matters

Australian Govemment changes

to taxation of employee ahere

schemes enacted in legislaton

reducing the conceaaional tax

treatment available for employee

share piore

US The Wall Street Reform

and Conaumer Pmtecfion Act

requiring an annual
say on pay

goiden parachutes vote and

new compensation committee

requirements

UK announced an employer

paid tar of 50 per cent on

bankers bonuses gweter then

25000 pad before April

2010
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Princie Features of the remuneration system

Equity is used to For Executive Directors retained profit share is invested in combination of

provide rewards to Macquane shares and notionally in Macquarie managed fund equity The investment

create alignment mix varies depending on an individuals role

with shareholder

interests

For other staff retained profit share is invested in Macquarie shares

PSU grants with performance hurdles are granted to Executive Committee

Refer discussion in

section 2.3

members

Grants of Macquane shares may be made to staff being hired or promoted

Executive Directors are required to acquire and hold minimum number of shares

calculated based on their profit share This is satisfied through the new equity

arangements

Staff share plans are available to encourage broader staff equity participation

Retention For Executive Committee members and Designated Executive Directors 50 per

mechanisms cent 55 per
cent for Managing Director and Chief Executive Officer of annual profit

encourage long- share is retained and vests and is released from years three to seven

term perspective For other Executive Directors 50 per cent of 2009 annual profit share is retained

and hence alignment and vests and is released from years three to seven From 201040 per cent is

with shareholders
retained and vests and is released from years three to five

QRefer discussion
Time based vesting rules with hurdles apply to Executive Committee PSUs

in section 2.3.2 to

2.3.7

Arrangements Macquariefa remuneration approach has been in place since it was founded with

provide consistency only incremental changes over time as appropriate

over time to

ensure staff have

the confidence

that efforts over

multiple years will be

rewarded

Refer discussion in

section 2.3

Arrangements are The Board reviews the remuneration arrangements at least annually to ensure that

competitive on they are equitable and competitive

global basis with

international
peers

The compensation ratio is used as general guide to consideration of the overall

competitiveness of remuneration levels but is not the basis on which the profit share

Refer discussion in
pool is created

section

The primary focus of section is on Executive Director remuneration in particular Executive Committee

members However comments are made in relation to other staff where relevant Macquane Executive

Committee has responsibility for the management of Macquane as delegated by the Macquarie Board and is

made up of central group comprising the Managing Director and Chief Executive Officer the Deputy Managing

Director the CR0 the CFQ and the heads of Macquarie major Operating Groups The current members of the

Executive Committee are identified in Appendix

The remainder of this section discusses the remuneration structure and its individual components in greater detal

Specifically it describes how the remuneration system

emphasises performance-based remuneration refer section 2.1

links the quantum of an indrviduais annual performance based remuneration to the individuals contribution to

shareholder return drivers refer section 2.2

delivers remuneration in manner which ensures that employees have direct tong-tern-i aignment with

shareholder interests which encourages appropnate management of risk refer section 2.3

2.1 The remuneration structure continues to emphasiae performance-based remuneration

The foundation of Macquaries remuneration structure continues to be an emphasis on performance-based
remuneration In line with regulatory sentiment and competitive market conditions the pay mix for certain risk

and finance personnel was reviewed and where appropriate fixed remuneration is being increased to ensure

more appropnate balance between fixed and vanable compensation The base pay of other executives continues

to be reviewed in line with overall market conditions

Despite these increases levels of fixed remuneration remain relatively low with the emphasis being on

performance-based remuneration For other Executive Directors fixed remuneration can be relatively low or

modest compared with similar roles in non-investment banking organisations Fixed remuneration generally

includes cash salary as well as non cash benefits primarily superannuation and nominated benefits including

those provided on salary sacrifice basis Salary sacrifice is calculated on total cost basis and includes any

fnnge benefit tax charges related to employee benefits

The following table summadses the current performance-based remuneration arrangements

Executive Committee tndOdk

Mnging ar.xtoexd O.f Ex.ootka Oic.j

and Designated Executive

Key Area Directors

Amount of profit 50 per cent 55 per cent for the

share retained Macquarie Group Managing

Director and Chief Executive

_________ Officer

Invested in combination

of Macquarie shares and

Macquarie-managed fund equity

notionally invested

How retained

profit share is

invested

combination Invested in Macquane

of shares and

fund

depending nn an indMdual role individustson

role

Vesting and hI retained amounts vest and Ali retained veal

release of retained are released from three to seven and released from three

Vesting

profit share years after the year retained see

also forfeiture below

are

to seven years after the year

retained for profit share

retained in 2009 and from

three to five years for profit

share retained from 2010

also forfeiture

occurs two years

after the year retained

Forfeiture of Unvested amounts forfeited

below

Unvested

retained profit except in the case of death

are

forfeited in the

tinvested amounts

forfeited

share on leaving permanent disabtity genuine

retirement redundancy and other

limited exceptional circumstances

Retained profit share forfeited

in stages if disqualifying event

occurs within two years of leaving

case of death permanent

disability genuine retirement

redundancy and other limited

exceptional circumstances

Retained protit share is

forfeited in stages if

disqualifying event occurs

within two of

are except

in the case of death

permanent disability

genuine retirement

redundancy and other

lied exc tonal

circumstances

Other PSU5 granted to Executive

Committee members

years leaving

N/A N/A

Minimum Required to hold the deemed Required to hoki the deemed

Shareholding after tax equivalent of 10 after-tax of

Requirement per cent of all of their profit

share allocations over fhe lasf

10 years in Macquane shares

which is satisfied by the above

equivalent per

cent of all of their
profit share

allocations over the last five

years
in Macquarie shares

which is satisfied by the

50 per cent for profit share

retained in 2009 and 40 per

centfroni 2010

Staff other than

Executive Directors

25 per cent above certain

thresholds
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Old performance-based remuneration arrangements1

Key Area
mcluding Menegerg Director and

cleat Executive Officer Other Executive Directors

Staff other than

Executive Directors

Amount of profit 40 per cent 55 per cent 20 per cent 25 per cent above certain

share retained for the Macquarie Group

Managing Director and Chief

Executive Officer

thresholds

How retained 20
per cent is invested 20 per cent is invested Held in cash

profit sham is in notional portfolio of in notional portfolio of

invested Macquarle-managed funds

and cash under the DPS Plan

20 per cant 35 per cent for

the Managing Director arid

Chief Executive Officer is

held in the form of Macquarie

shams

Macquarie managed funds

and cash under the DPS
Plan

\festing and DPS Plan amounts begin to DPS Plan amounts begin to Vesting and ralaaae occurs

release of retained vest after five years of service vest after five
years

of service two to four years after the

profit share as an Executive Director and

fully vest after 10 years

as an Executive Director and

fully vest after 10
years

year retained

Amounts am released in

cash 10 years after the year

rat abed or earller if they

leave employment see also

forfeiture below

Amounts am released in

cash 10
years after the year

retained or earlier if they

leave employment see also

forfeiture below

Macquaria shams released

after three years from data

shams acquired

Forfeiture of Unveated amounts in the DPS Unvested amounts in the Unveated amounts am
retained profit Plan are forfeited except in OPS Plan am forfeited except forfeited except on the

sham on leaving limited circumstances

Retaned profit share

forfeited if diaquatfying

event occurs within six

montha of leaving

in limited cknumstancea

Retained profit sham is

forfeited if diaqualifying

event occurs within six

months of leaving

grounds of redundancy

death total and permanant

disabif and other limited

exceptional crcumstancea

Other Options granted Options granted Options granted to Diviaion

Directors and Aaaociata

Directors

Minimum Required to hold the deemed Required to hold the deemed

Shamhclding after-tax equivalent of 10 per after tax equivalent of 10 per

Requirement cent of all their profit share

allocations over the last 10

years in Macquarie shams

cent of all their profit sham

allocations over the last five

years in Macquarie shares

They were diaclceed as currant in the 2009 Remuneration Report Theae arrangements am reflected in the prior

year comparative data in the Executive Remuneration disclosure in Appendis

2.2 Remuneration is linked to the drivers of

shareholder retums

For mcet Executive Directors the largest component

of their remuneration is delivered as an annual profit

share allocation based on their performance over the

year MacquariWa apprcech to
measuring performance

for the purpose of determining annual profit share is

to utihise financial performance measures which are

known to be drivers of long-term shareholder wturna

They am NPAT and ROE Executives have greater

line of sight over these measures In tha short term

share price fluctuations can be driven by variety

of factors including market sentiment over which

executives may have
very

little control Therefore Total

Shareholder Retum TSR whether absolute or relative

is not regarded as satisfactory measure in aaaeasing

performance over just one year Globally regulators

have recently recognised this

NPAT and ROE were selected as the most appropriate

performance measures for the following reasons

they are correlated over time with total shareholder

returna

they provide an appropriate incentive because

they are elements of perforrrranca over which the

executives can exercise considerable control TSR
on the other hand is influenced by many extemal

factors over which esecutivea have imited control

both measures can be substantiated using

information that is disclosed in audited financial

accounts providing confidence in the integrity of the

remuneration system from the
perspective of both

shareholders and staff

These two drivers motivate staff to expand existing

buainesses and establish promising new activitlea The

use of ROE to measure excess retuma ROE relative

to the cost of equity capital creates particularly

strong incentiva for staff to ensure that capital is used

efficlently while having regard to risk Therefore the

use of these two measures in combination reaufta in

appropriate outcomes for shareholders

ROE is also one of the two measures enshrined in the

performance hurdle applicable on PSUa for Executive

Committee members refer section 2.5.3

Notwithstanding these factors other qualitative

measures are also used in aaaeaang performance

Overview of profit share arrangemenfs

The profit share arrangements are designed to

encourage superior performance by motivating

executives to focus on maxrmising eaminga and

ROE while having appropriate regard for risk thereby

driving long-term shareholder returns Macquarie

wide profit sharing pool is created at the corporate

level Substantial incentives am offered in relation to

auperior profitability but low or no participation for leas

satisfactory performance

Determination of the profit share pool

The size of the pool is determined annually by

reference to Macquariea after-tax profits and its

eaminga over and above the estimated coat of
capital

portion of Macquaries profits eamed accrues to the

staff profit share pool Once the ccet of equity capital

is met an additional portion of the excess profits is

accrued to the profit share pool The methodology

used to calculate the profit share pool is reviewed

at least annually by the BRC and the Non-Executive

Directors of the Bcerd including

the proportion of after tax profit and the proportion

of aaminga in excess of Macquariay coat of equity

capital used to calouleta the pool

the coat of equity capital and the tax rate

As part of this review the CR0 and the CFO advise the

BRC on the risk input into the calculation of the profit

sham pool

The Non-Executive Directors of the Board have

discretions

to change the quantum of the pool to reflect internal

or extemal factors if deemed in the interests of

Macquarie and shareholders

to defer the payment of profit share amounts

to subsequent year at Macquarle business

or individual level where
it is in the interests of

Macquarie and shareholders to do so

This year the Non Executive Directors of the Bcerd

have exercised their discretion in relation to changing

the quantum of the pool

Aliocafion of the profit share pool

Allocation of the pool to businesses ix based on

performance primarily but not exclusively reflecting

relative contributions to profits not revenue while

taking into account capital usage it also takes

into account other risk factors such as operational

incidents and the risk profiles of the buaineaaes as

identified by the CR0 to the BRC

An indMduala profit share allocation is based on

performance measured primarily through the

performance appraisal process that requires all staff

to have at least one formal
appraisal session with their

manager each year

Performance critana
very according to an indMduela

role Performance is linked where possible to

outcomes that contribute directly to NPAT and excess

ROE Capital usage is important as it tactors in the

level of risk associated whh the income derived
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Performance also takes into consideration how

business is done Superior performsnce looks

at range of indicators that go beyond fnsncisl

performance and include risk management

governance and compliance people leadership and

upholding Macquerie Goals and Values

The CR0 advises the BRC on risk management

issues

The performance of staff whose role is not linked to

proft
contribution is measured according to criteria

appropriate to their position Staff working in support

areas may for example be rewarded on the basis ot

their contribution to Mscquaiea financial reporting risk

management processes or information systems

The Board and management seek to ensure that

remuneration for risk and fnancial control personnel

including the CFO and the CR0 is atructured in

way that doea not compromise the independence of

these personnel in canying out their functions and

is determined in away that maintaina Macquarie

robust risk management framework For instance an

evaluation of their performance occurs independently

of the buaineaa with which they are associated

Profit share allocations for risk and financial control

personnel are refective of their individual performance

including the quality of the control deciaona they have

made and their contribution to the quality and integrity

of the control functions The allocations to these staff

am not directly linked to the profits of Mecquarie or the

buanessea in which they operate

The BRC reviews the allocation of the profit share

pool to the central Risk Management Group and

central Rnance function it also annually recommends

to the Board remuneration for all nsk management

and finance staff as total category in addition to

specific recommendations for the CFO CR0 and other

Executed Directors with arisk management or financial

control role

For staff with specific fund responsibilities the

performance of the relevant funds is important in

determining that individuals profit share allocation For

example in the case of the Macquarie Capital Funds

business the following factora are relevant

in
evaluating each executrve contribution to

determine their individual profit share allocation the

performance of the fund or funds for which they are

responsible and in particular the underlying factors

infuencing fund performance such as management

and leadership the operational performance of the

underlying assets and effectrve capital management

in the case of Executive Directors with fund

responsibilities in particular Fund Chief Executive

Officers retalned profit share afocated to the Post

2009 DPS Plan is notionally invested in the relevant

funds as discussed in section 2.3.3 greng these

individuals further ongoing incentive to seek to

grow the security price

Arrangements are also in place to ensure that

performance-based remuneration is appropriately

allocated to the individuals who contitbuted to

particular transactions Therefore businesses may

further recognise cross-divisional contributions by

allocating part of their profit share pool to individuals

in other areas of Macquarie who have contributed

strongly to their succeas

In summary profit share allocations to each individual

generally reflect

Macquarie-wide performance
which determines

the size of the overall profit share pool

the performance of their business which

determines the profit share pool allocated to that

business

their individual performance which determines

their own share of the profit share pool for that

business

Profit share alocat ions to individuals are subject to

retention arrangements as discussed in section 2.3.2

Commenfary on affocafron to the Managing

Drrecfor and Chief Execufive Officer of Macquane

and the Managing Direcfor and Chief Execufive

Officer of Macquane Bank

In approving the profit share and PSU grants to the

Managing Director and Chief Executive Officer of

Macquarie and the Managing Director and Chief

Executive Officer of Macquane Bank the Non

Executive Directors annually and apecitcaly assess

each Managing Directors performance by considering

range of indicators induding risk management

govemance and compliance financial performance

measures strategic initial ives staff and human

resources indicators reputation management and

monitoring and community and social responsibility

matters

2.3 DIrect long-term elignmenfi with shareholder

interests is emphasised

The remuneration arrangements are also structured

to deliver remuneration in manner which ensures

that employees have direct long-term alignment with

shareholder interests through

retention arrangements which encourage long

term commitment to Macquane and therefore to

shareholders

the use of equity-based remuneration

The remuneration changes approved by shareholdera

at the December 2009 General Meeting provide

an even closer alignment of staff end shareholder

interests with greeter emphasis on longer term

incentives

Under these new remuneration arrangements retalned

Executive Director profit share from 2009 is invested

in combination of Macquarie shares under the new

equity plan the Macquarie Group Employee Retalned

Equity Ran MEREP and Macquarie-managed fund

equity notionally invested under the DPS Plan that

operates for 2009 end future retained profit share

Post-2009 DPS Ran

tallored approach is adopted to ensure that reitention

arrangements and equity-based remuneration are

appropriate given the seniority of the indMdual and

their ability to influence reauits

However some overarching rules apply to equity

based remuneration

the following cannot be hedged

shares held to satisfy the minimum shareholding

requirement

awards under the MEREP

shares held under the Executive Committee

Share Acquisition Plan

unvested options

at shares and options must be desit with in

accordance with MacqusneS Trading Policy which

is available on Mscquaieis website including that

trading must be conducted within designated

trading windows

All Executive Currimittee irierribers and Voting

Directors are required to at least annually disoiose their

financing arrangements relating to their Macquarie

securities to Mecquarie

More generally iong-lerm alignment is encouraged

through the emphasis on degree of consistency over

time in remuneration arrangements Many initiatives

on which staff work can take long time sometimes

years to come to fruition Because the remuneration

system is outcomes driven profit share allocations for

transactions and business development activities that

are in progress are low

Staff must therefore have confidence that when

transsction is completed potentially some years ister

the remuneration system will recognise successful

outcomes in the way the staff member anticipated

at the outset of the transaction This requires broad

consistency over time

2.3.1 Transitional arrangements

Under the new remuneration arrangements Executive

Directors were given the choice of leaving their pm
2009 retained profit share in the Pre-2009 DPS Ran

or move some or all of these amounts into the new

arrangements Transitioned Amounts

Transitioned Amounts have been invested in the

MEREP and notionally in Macquarie-managed funds

through the Post-2009 DPS Plan according to the

relevant Executive DirectorS role in the manner set out

in section 2.3.3 Tranaitioned Amounts will vest to the

Executive Directors on straight line basis over seven

years
from 2010 to 2016 for Executive Committee

members or over five years for other Executive

Directors from 2010 to 2014 The disqualifying events

set out in section 2.3.7 wit apply

Any pre-2009 retalned proffi share not transitioned

to the new arrangements will be grandfathered in

the Pre-2009 DPS Plan The old vesting release and

forfeiture provisions for Executive Director retention will

continue to apply under the Pre-2009 DPS Plan as

set out in the table headed Old performance-based

remuneration arrangements in section 2.1

The following sections 2.3.2 to 2.3.6 set out the

new profit share arrangements as approved by

shareholders at the December 2009 General Meeting
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Post-2009 OPS Plan notional

investment in Macquarie

managed fund equity

20 per cent

009 DPO P/an

The Post 2009 DPS Plan comprises exposure to

notional portfolio of Macquarie managed funds

These retained amounts for Executive Directors

are notionally invested over the retention period

This investment is described as notionaI because

Executive Directors do not directly hold securities

in relation to this investment However the value of

the retained amounts will vary as if these amounts

were directly invested in actual securities gMng the

Executive Directors an effective economic exposure to

the performance of the securities

The notional portfolio is set for each Executive Director

according to their role as determined by the BRC
The BRC makes an annual determination as to how
each Executive Dbectora retained profit share that is

invested in Macquarie-managed fund equity retained

DPS in the DPS Plan for that year should be notionafiy

invested by Macquajie The Executive Director has

no input into that decision or its tlining The f000wing

general principles are used in making this decision

retained DPS in the DPS Plan for Executive

Directors who are involved in the management of

particular fund e.g the Chief Executive Officer of

fund will be 100
per cent notionally invested in that

particular fund

retained DPS in the DPS Plan for Executive

Directors who are involved more generally in

the management of one of Macquaries funds

businesses including certain Operating Group

Heads will be notionalfy invested in portfolio of

funds managed by that particular business

retained DPS in the DPS Plan for other Executrve

Committee members will be notionally invested in

general portfolio of Macqueue-managed fund equity

retained DPS in the DPS Plan for Executive

Directors who provide other services to particular

funds e.g advisory services will be notionally

invested in portfolio of funds that am managed by

that particular business

retained DPS in the DPS Plan for all other Executive

Directors will be notionalfy invested in general

portfolio of Macquarie-managed fund equity

Notional returns on these amounts may be paid

annually to Executive Directors and these amounts

are required to be disclosed as remuneration for

Key Management Personnel The notional retums

are calculated based on total shareholder return If

the notional investment of retained DPS results in

notional loss this loss will be offset against any future

notional income until the loss is completely offset

MEREP

Retained profit share invested in Macquarie shares

is held under the new equity plan the MEREP The

MEREP has been established with flexible plan

structure that offers different types of equity grants

depending on the jurisdiction in which the participating

employees are based In most cases the equity

grants are in the form of units comprising beneficial

interest in Macquarie share held in trust for the

staff member Restricted Share Units or RSU5 RSU

comprises beneficial interest in Macquauie share

held on behalf of MEREP participant by the Trustee

The participant is entitled to receive dividends on the

share and direct the Trustee how to exercise voting

rights in the share The participant also has the right to

request the release of the share from the Trust subject

to the vesting and forfeiture provisions of the MEREP
RSU5 are the primary form of award under the MERER
Where legal or tax rules make the grant of RSUs
impractical due to different tax rules for employee

equity and different securities laws equity grants will

be in the form of

shares held by the staff member subject to

restrictions Restricted Shares Restricted Share

comprises Macquarie share transferred from the

MEREP Trust and held by MEREP participant

subject to restrictions on disposal vesting and

forfeiture rules The participant is entitled to receive

dMdends on those Restricted Shares and to vote

those Restricted Shares or

the right to receive Macquarie shares in the future

Deferred Share Units or DSU5 DSU comprises
the right to receive on exercise of the DSU either

share held in the Trust or newly iasued share as
determined by Macquarie in its absolute discretion

for no cash payment subject to the vesting and

forfeiture provisions of the MEREP MEREP

participant holding DSU has no right or interest

in any share until the DSU is exercised Mecquauie

may issue shares to the Trustee or procure the

Trustee to acquba shares on-market for potential

future alocations to holders of DSUs Generally

DSUs provide for cash payments or additional

DSU5 in lieu of dstdends paid on Macquarie shares

before the DSU is exercised Further the number

of shares underlying DSU will be adjusted upon

any bonus issue or other
capital reconstruction

of Macquarie in accordance with the ASX Usting

Rules so that the holder of DSU does not receive

benefit that holders generaUy of Macquarie shares

do not receive These provisions are intended to

provide the holders of DSUs as far as possible

with the same benefits and risks as will be provided

to holders of Restricted Shares or RSU5 However

holders of DSUs have no voting rights as to any

underlying Macquarie share

2.3.2 Profit share arrangements delivery of profit share

percentage of each employeafs annual gross profit share allocation wil be retained by Macquauie retained profit

share The percentage is set according to their role as follows

Role 2008 2009 2010

Managing Director and Chief Executive 30 per cent 55 per cent 55
per

cent

Officer

Executive Committee Members 30 per cent 50 per cent 50 per cent

Designated Executive Directors 20 per cent 50 per cent 50
per

cent

Other Executive Directors 20
per

cent 50 per cent 40 per cent

Staff other than Executive Directors 25 per cent of profit

share allocations

above certain

thresholds

25
per

cent of profit

share allocations

above certain

thresholds

25 per cent of profit

share allocations

above certain

thresholds

Refers to the percentage retained for Nicholas Moore in 2008 in his role as Group Head of Macquarie Capital

The Board has the discretion to change the percentage of profit share allocations retained on an annual basis

to meet changing market conditions as well as to comply with
regulatory and corporate governance guidance

provided that the retention percentage is at least 30 per cent for Executive Directors This is because

regulatory and remuneration trends continue to evolve and change

Macquauie must have the ability to meet regulatory requirements

Macquarie must have the flexibility to remain competitive in the global markets in which it operates The

global remuneration environment is very important consideration when determining remuneration structures

Competition for talented staff is unprecedented with aggressive recruiting activity for high quality staff

In addition the Board has the discretion to change the percentage of profit share allocation retained to meet

exceptional circumstances that may arise when staff member moves between jurisdictions The Board would

consider changing the retention level where local laws impact the application of the Transitional Arrangements
At all times these adjustments are to ensure that all Executive Directors are in similar situation and not

disadvantaged due to locai restrictions

2.3.3 Investment of retained profit share

Retained profit share is invested in combination of Macquarie shares under the equity plan MEREP and

Macquarie-managed fund equity notionally invested under the Post-2009 DPS Plan The following table shows

the current percentage allocation of retained profit share that is invested in the Post 2009 DPS Plan and the

MEREl depending on the staff members role

Role

Managing Director and Chief Executive

Offices Deputy Managing Directoi CFO

and CR0 General Counsel

Group Head Macquaiie Capital

Group Heed Macquarie Funds Group

Other Executive Committee members

Executive Directors with Funds

responsibilities

MEREP Macquane shares

80
per

cent

Other Executive Directors

Staff other than Executive Directors

40
per cent 60 per cent

50 per cent 50
per cent

10 per cent 90 per cent

Minimum of 40 per cent to Maximum of 60 per cent to

maximum of 50 per cent minimum of 50
per

cent

depending on mix of funds depending on mix of funds

management and other functions management and other functions

lOpercent 9opercent

Nil 100 oar cant

Both the MEREP and the DPS Plan are fundamental tools in Macquaries retention and alignment strategies

encompassing both long-term retention arrangements and equity holding requirements
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These different types of equity grants enable Macquarie

through the MEREP to offer substantialy similar

economic benefits to staff across multiple junsdictions

The Board or the BAC has the discretion to review the

percentage allocated to the Post-2009 DPS Plan and

the MEREP on an annual basis to reflect an individual

Executive Directors responsibilities and to strengthen

shareholder alignment for Macquarie and

the Macquarie-managed funds

In limited circumstances and only with the approval of

the BAG the allocation of retained profit share may be

in other than the Post-2009 DPS Plan or the MERER
An example might include investment in funds nr

products of specific business group where there is

view to directly align the interests of employees with

those of their clients

2.3.4 Income on invested retained profit share

Notional returns on retained profit share invested in the

Post-2009 DPS Plan may be paid annually to Executive

Directors The notional returns are calculated based on

total shareholder return If the notional investment of

retained profit share results in notional loss this loss

will be offset against any future notional income until the

loss is completely offset

Employees with retained profit share invested in the

MEREP will be entitled to either receive dwdends or

cash payments or additional equity in lieu of dMdends

ped on Macquarte shares

2.3.5 Release of retained profit share

normal vesting

The vesting period is established for esch retained profit

share allocation by the BAG according to the prevailing

market conditions and having regard to regulatory and

remuneration trends at the time of allocation refer to

section 2.3.2 above for further commentary The BAG
has established the following release schedule for 2009

and 2010 retained profit share invested in the Post-

2009 DPS Plan and the MEREP

2.a6 Early vesting and release of retained

profit ahare

The Board the BAG or the Executive Committee

under delegation from the BAG has the discretion to

accelerate the vesting of retained profit share and

or reduce the retention period including where an

Executive Directors employment ends on the grounds

of genuine retirement or redundancy subject to the

disqualifying events provisions

In considenng whether the discretion should be

exercised in particular case of genuine retirement

factors including but not limited to the following

matters events or circumstances may be taken into

account

whether the Executive Director demonstrates that

he/she is
genuinely retiring from the industries whhin

which Macquarie operates and competes

whether the Executive Director is likely to work at

any time in the future within the industries within

which Macquarie operates and competes

whether the Executive Director is likely to work

full-time in any capacity including direct omhips or

consuitancy

whether the Executive Director has facilitated an

appropriate succession strategy

the Executive Directors length of service with

Macquarie reflecting sustained contribution and

cnmmitment tn Macquarie with an expectatinn
nf at

least 10 years of service as an Executive Director

If an Executive Director dies or becomes wholly

and permanently unable to work while employed

by Macquarie 100 per cent of their retained profit

share will vest and subject to the disqualifying event

provisions be released to the Executive Director or

in the case of death or incapacity to the Executive

Directorit legal personal representstive

In certain other limited exceptional circumstances the

discretion may be exercised to accelerate the vesting

of retained profit share and reduce the retention period

on the grounds of busineas efficacy If the discretion

is exercised all relevant factors will be considered on

case by case basis and will include consideration

as to whether exercise of the discretion is in the best

interests of Macquane

In all cases where the discretion is exercised the

Board the BAG or the Executive Gommittee under

delegation from the BAG may impose such other

conditions as it considers appropriate

Under the new remuneration arrangements discretion

has been exercised in relation to two Executive

Directors who transferred employment in connection

with the asle of busineases

2.3.7 Disqualifying events cfawback

An Executive Director will not be entitled to receive

any
of their unvested Tranaitioned Amounts or retained

profit share from 2009 and future years it the Board

the BAG or the Executive Gommittes under delegation

from the BAG determines in its absolute discretion

that the Executive Director has during the period of

employment whh Macquarie or since leaving

committed an act of dahonesty induding but not

limited to misappropriation of funds and deliberate

concealment of transection

committed significant and wilful breauh of duty

that causes material damage to Macquarie

joined competitor of Macquarie Group

taken staff to competitor or been instrumental in

causing staff to go to competitor or

otherwise acted or failed to act in way that

damages Macquarie including but not limited

to situations where the ection or inaction leads

to material financial restatement significant

financial loas or any significant reputstional harm

to Macquarie or its businesses

If an Executive Director leaves Macquarie and the

discretion to release unvested retained amounts is

exercised as described in section 2.3.6 the release

will occur over the penod from six months to two

years after the Executive Director leaves Different

disqualifying event provisions will apply at the six

month one year
and two year timefremea as follows

retained profit share from all but the last two

years raleased on the expinj of six months

following the end of employment the First Period

provided the Executive Gommittee has determined

that none of the disqualifying events

cfi and set out above occurred during the First

Penod

retained profit share from the second year prior

to the end of employment released on the expiry

of further aix months following the end of the Arst

Period the Second Period provkled the Executive

Gommittee has determined that no disqualifying

event occurred during the First Period and

disqualifying events ff and set out above

have not occurred during the Second Period

retained profit share from the year prior to

the end of employment released on the expiry

of further 12 months following the end of the

Second Period the Third Period provided the

Executive Gommittea has determined that no

disqualifying event occurred during the First Period

disqualifying events and set out above

have not occurred dunng the Second Period and

disqualifying events and set out above

have not occurred during the Third Period

similar effect is achieved whilst the Executive Director

is employed by Macquarie Where it becomes apparent

that an existing Executive Director has acted in way

that damages Macquarie including but not limited

to acts that led to material financial restatement

significant financial loss or any significant reputaiional

harm to Macquarie or its businesses then in practice

this may cause termination of employment such that

the same forfeiture provisions would apply In other

situations where the Executive Director remains

employed then in practice similar economic

effect can be achieved by reducing or eliminating

discretionary current and future profit share allocations

2.3.8 Tax events

As described in the explanatory information provided

ahead of shareholders approving the MEREP and

certain benefits under the MEREFi the rules of the

MEREP give the Board or its delegate the discretion

to change the terms of the MEREP awards including

the vesting date to avoid situations of undue hardship

or to maintain business efficacy The Board the BAG
or the Executive Commthee under delegation from the

BAG may exercise this discretion where an employee

has tax liability on termination of employment in

respect of any unvested equity award which is sut$ct

to continued vesting conditions and other restrictions

beyond cessation of employment for example the

two year olewback period described in section 2.3.7

This would enable the eariy release of some Macquarfe

shares from the MEREP in cases where an employee

terminates employment and this triggers tax liability

in respect of the MEREP awards at time when the

employee has not received the underlying shares

Role 2009 Performance Year 2010 Performance Year

Executive Committee Members jncluding

Managing Director and Ghief Executive

Officer Deaignated Executive Directors

one-fifth in each of years 3-7 one-fifth in each of years 3-7

Other Executive Directors one-fifth in each of years 3-7 one-third in each of years 3-5

Staff other than Executive Directors one-third in each of years one-third in each of years 2-4

For each yearti allocation once the vesting period has been determined it wit remain fixed for that allocation

Retained profit share is released when it vests
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and may not receive the full number of shares on

which they will be taxed for considerable time The

number of shares released would be limited to the

number with an aggregate value equal to the tax

liability see below The employee would be required

to oontraotuy agree to repay an amount equal to the

value of the shares released in the event that the BRC

deem disqualifying event has occtzred Approval

for early release of Macquails shares under these

cwcumstanoes for Executwe Committee members will

reside with the BRC

Process for determin at ion of early release of tax liability

tMiere an employee terminates employment the

Taxation Division will determine whether tax liabilIty

arises in respect of retained MEREP awards and

calculate an estimate of the tax liability1 Executive

Comittee and/or the BAG wil on best endeevours

basis consider amongst other things the possibility

of the operation of the forfeiture rules in respect of

the indMdual For example if them isa high risk of

forfeiture early release would not be made

If decision to allow early release is made Macquarle

wili then instruct the Trustee to release sufficient shares

to the employee to fund the estimated tax liability

Subject to the Staff Dealing Policy the employee is

then able to sell these shares and use the cash to

fund the tax liability The remaining MEREP awards will

be held within the MEREP until the post-termination

retention period ends

2.3.9 Minimum sharehokling requirement for

Executive Directors

The retention arrangements also impose on Executive

Directors requirement to hold Macquarie ordinary

shares equivalent to the aggregate of five per cent

eing the deemed after-tax equivalent of 10 per cent

of their armual gross DPS aliocation for the past five

years for the wider Executive Director population or

10 years for Executive Committee members These

shares camot be hedged

This requirement remains but is satisfied through the

new equIty retention arrangements

Estimate based on number of retained MEREP Awards

Macquane share price and top marginal tax rate

2.3.10 Other equity arrangements Staff share

plans encourage broader staff equity

participation

In addition to the arrangements already outtned

Macquaie has number of employee share plans that

encourage share ownership by employees under the

plans

Staff share acquisition plan

Prior to January 2010 under the Macquails Group

Staff Share Acquisition Plan MGSSAP eligible

employees in Australia were given the opportunity to

nominate an amount of their pm-tax available profit

share to acquire Macquails ordinary shares The

MGSSAP was adopted by Macquarie at the time

of the corporate restructure in November 2007 and

substantially replicates the terms of the Macquarie

Bank Staff Share Acquisition Plan MBSSAP
which was approved by Macquarie Bank Limited

shareholders in 1999 The MGSSAP was modified in

2008 to include the ability to issue new shares as an

alternative to acquiring existing shares on-market at

the option of Macquarie

As result of changes to the taxation rules for shares

acquired under the MGSSAR new offers will not be

made from January 2010

Employee share plan

The Macquarie Group Employee Sham Plan ESP
substantially replicates the terms of the Macquarie

Bank Employee Share Plan which was approved

by Macquarie Bank Limiteds shareholders in 1997

Eligible employees in Australia are offered up to

$1000 worth of Macquarie ordinary shams funded

from pm-tax available profit share

Shares issued under the ESP cannot be sold until the

earlier of three years after issue or the time when the

participant is no longer employed by Macquane ore

subsldiaiy of Macquarts In all other respects shares

issued rank equally with all other fully paid ordinary

shares then on issue

The number of shares each participant receives is

$1000 divided by the weighted average price at which

Macquails Group Limiteds shares are traded on the

ASX on the seven days up to and including the date of

allotment rounded down to the nearest whole sham

In 2010 1634 eligible Australian employees elected to

participate In the ESP 2009 1422

2.4 OptIons while discontinued remain outstandIng

Options were previously granted to approximately the most senior 20 per cent of staff based on performance and

promotion As previously noted Macquarie has ceased offering options

This section explains the options arrangements that were in place for previous option grants some of which am

currently unvested These arrangements are not in place going forward but provide some background to assist in

understanding the relevant option disclosures in Appendix and Appendix Anal trenches wil be due to vest in

October 2013

2.4.1 Genera farms of option arrangements

The Plan

Plan Macquails Group Employee Share Option Plan MGESOP

History Macquarts has had an employee option plan in place since 1995 with only minor

amendments to the Plan rules being made over that time The MGESOP was established

by Macquane Group Limited with substantially the same terms as the predecessor plan the

Macquarie Bank Employee Share Option Plan administered by Macquane Bank Limited

Eligible staff Associate Director DMsion Director and Executive Director

Key option terms

Options over Fully paid unissued ordinary shares in Macquails Group Limited

Term of options Ave yeers

Consideration Nil

Exercise
price

Set at the prevaiing market price the exercise price will generally be the weighted average

price of shares traded on ASX during one week up to and including the date of
grant

of the

options a4usted for cum-dlddend trading and excluding certain special trades

lasting schedule Options vest in three trenches after two three and four years giang an average vesting

period of three years However vested options can only be exercised by Executive Directors

If the relevant performance condition is also satisfied

Hedging Executive Directors am not permitted to hedge unvested options Executive Directors am
permitted to hedge options which have previously vested because the minimum service

period and relevant performance hurdles as described in this section have been satisfied

2.4.2 Performance hurdles for Executive Committee options

Description of performance hurdles for Executive Committee options

Applicability Performance conditions are imposed as summarised below on options granted to Executive

Directors

Descrtion of The performance hurdle requires that Macquaries three year average ROE exceeds the three

performance year average ROE of reference group of companies at certain percentile level This hurdle

hurdle operates in addition to both the vesting rules and the embedded share price hurdle

Basis of hurdle Macquaries three year average ROE versus companies ins Reference Index

Reference index S8P/ASX 100 Index note that the SP/ASX 300 industrials was used for options granted

prior to June 2006

Performance level For Executive Committee members above the 65th percentile was chosen as it was

required to meet considered challenging medium to long-term target noting that if the hurdle is not met
hurdle none of the relevant options can be exerclaed

Application of No retesting for option grants has applied since June 2006 The performance hurdle is

retesting tested once only at time of vesting Prior to June 2006 the performance hurdle was

retested on quarterly basis until expiry

Calculation In aasesssig whether Macquailss performance is above these hurdles Macquarie obtains

methodology data from external sources and where required supplements this with data published by the

indiedual companies The percentile ranking of Macquails based on the three
year average

annual ROE against all companies in the applicable reference index is then determined

quarterly This method of assessment was selected because the data is readily available and

easily computed
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2.5 performance share units PSUs have

been substituted for options for Executive

Committee members only

One aspect of the remuneration changes approved

by shareholders at the December 2009 General

Meeting was the suspension ot option grants and

their replacement with PSUs which are DSU5 or ASUs

with performance hurdles attached for Executive

Committee members only Thia was done for the

following reasons

tax legislation requires taxation of options at the

vesting date and not at the date of exercise with

no opportunity for any refund of income taxes paid

in the event the options subsequently lapse due to

non exercise rather cspital loss only is svalsble

This acts as an incentive for exercise on vesting

limiting their use as mechanism for long-term

aignment

options reward staff when there is an upside

but there is not the seme consequence on the

downside PSUs provide siignment across market

cycles

For 2009 and 2010 the PSUs granted to the Executive

Committee including the Managing Director and

Chief Executive Officer are structured as DSU5 with

performance hurdles Where PSUs are structured as

DSUs holders will have no tight to dividend equivalent

payments before the PSUs vest In all other respects

holders of these PSUs will have the same tights as

holders of DSUs

Unlike options there is no exercise price for PSU5

2.5.1 Determination and aflocaf ion of the PStJs

The Board approves the number of PSUs to be

stocated to each Executive Committee member

each year as part of the annual remuneration review

process This determination has regard to overall

performance of Mscqusrie the extent to which the

Executive Committee members have fulfilled their roles

snd the long term value delivered to shareholders

The stlocstion to individual esecutives is broadly in the

same manner as annual profit share allocations i.e it is

performance-based

2.5.2 Vesting Schedule

The PSUs vest in three equal tranches after two

three and tour years from the deemed vesting

commencement date typically July in the year

of grant giving an average vesting period of three

years As general rule unvested PSUs will lapse on

termination However the Board or the SAC has the

authority to accelerate the vesting of PSUs The Board

or the BAC may consider exercising this authority

where for example staff member dies is totally and

permanently disebled gives notice of their intention

to enter into genuine retirement or staff members

employment ends on the grounds of redundancy

illness or in other limited exceptional circumstances

such as hardship or where business efficacy tuatifies

exercising the discretion

2.5.3 Performance hurd/es for Executive

Committee PSUs

PSUs issued under the MEAEP will only be released or

become exercisable upon the achievement of certsin

performance hurdles Two performance hurdles have

been determined and each will apply indMdually to

50 per cent of the total number of PSUs awsrded

The BAC will
periodically review the performance

hurdles including the reference group and has the

discretion to change the performance hurdles in me

with regulatory and remuneration trends

Di.1rI per li11e

Hurdle 50 par cent of the PSU5 based solely

on the relative average annual ACE over the vesting

pedod compared to reference group of domest/c

and internatIonal itnanc/a/ institutIons Vesting is on

eliding scale with 50 per cent vesting above the

50th peroentile and 100 per
cent

vesting at the 75th

percentie For example if ACE achievement is at the

60th percentile 70 per cent of the award would vest

The reference group comprises signitcant Australian

financial companies within the ASX1 00 as wall as

Macqusriela major international investment banking

peers
with whom Macquarie competes and frequently

compares its performance The reference group for the

2009 and 2010 PSU allocations is comprised of ANZ

Group Commonweaith Bank National Australia Bank

Westpac Suncorp Bank uf America Citigroup Credit

Suisse Deutsche Bank Goldman Sschs JP Morgan

Morgan Stanley and UBS

Hurdle 50 per cent of the PSUs based solely on

compound average annual growth rate CAGR in EPS

over the vesting period Awards will vest on aiding

scale with 50
per

cent vesting at EPS CAGA of
per

cent and 100 per cent vesting at EPS CAGA of 13 per

cent For example if EPS CAGA was 11
per cent

75 per cent of the award would vest

Under both performance hurdles the objective will be

examined once only effectively at the calendar quarter

end immediately before vesting If the condition is not

met when examined the PSUs due to vest expire

Astionale for selection of performance hurdles

ACE and EPS are considered appropriate measures

of performance as they are considered to be drivers

of longer term shareholder retums and are broadly

similar to the performance measures Macquarle

uses for determining annual profit share

the addition of an ERG objective provides closer

alignment with the interests of shareholders as it le

measure with which they are directly cencemed

In addition such measure is particularly

appropriste for the Executive Committee who are

st level within Macqusrie where they can affect

its achievement without being highly impacted by

factors including market sentiment over which

other executives have reduced control ACE and

ERG can be substantleted using information that is

dleclosed in audited financial statements providing

confidence in the integrity of the remuneration

system from the perspective of both shareholders

and staff

the use of aiding vesting scale diversifies the

risk of not achieving the hurdle for executives

provides rewards proportional to performance for

shareholders and replaces the all-or-nothing test

which some have argued could in the current

chmste promote excessive risk taking Siding

vesting scales are also more widely used and

supported by governance agencies

use of reference group of significant Australlen

financial companies and intemstional peers

provides more appropriate reference group than

the previous use of the SP/ASX 100 Index which

indudes only domestic compenies and small

proportion of financial services institutions This also

recognises that following the signff cent changes

in global financial markets reguleted financial

institutions will likely face increased regulatory

requirements which other compenies will not

The inclusion of internstional peers recognises

the extent of Macquanes internationalisation At

31 March 2010 over half of Mscqusrials income

and
apprnsimately half nf Msnqusries staff

were oflshore AJso international ownership of

Macqusries shares remains signficsnt with non

Australian ownership averaging approximately 33

percent over the five years to 31 March 2010

the approach is consistent with thst advocated by

APAA in not using TSA as measure

Performance level required to meet hurdles

being two three or four year average measures

aligned with the vesting period Macqueries

performance hurdles reward sustsined strong

performance and are relatively well insulated from

short-term fluctuations

the ACE hurdle has vesting only commencing if

the mid-point of peers performance has been

exceeded and 100
per

cent vesting is only achieved

it the 75th percentile has been reached

the use of an sbsclute EPS hurdle requires

Macqusrie to deliver increased business resuits

before awards are vested lessening the chance that

awards could vest when resuits are negatrve as with

the use of relative measure

the chosen ERG CAGA hurdle is considered

appropriate having regard to
range of factors

including historical average market ERG CAGA

figures The table beiow shows the five
year

historical mean and 75th percentile ERG CAGA5 for

some relevant market sectors The figures indude

reported 2009 annual resuits which have been

affected by the global economic downtum

year EPS CAGR per cent per annum1

SP/ASX 100 ex

Resources

SP/ASX Financials

SPIASX Banks ex Property Trusts MSCI Finsncials

Mean 10.4 5.7 8.7 5.7

75th percentle 17.5 11.1 11.1 13.2

Macquarie% EPS CAGA over the same five year period was 2.8 per cent per annum and since listing in 1996 has

been 12.6 percent per annum

Further many ot Macqueries international peers du nut have performance hurdles un their equity plans

Data provided by Mscquarie Aesearch Equities as at 31 March 2010 MSCI refers to the MSCI All Countries

World Index
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2.6 No special contractual termination payments are made

The following table summarises key features of the employment contracts for Executive Committee members

including the Managing Director and Chief Executive Officer

Length of contract Permanent open ended

Remuneration review April to 31 March annually

period

Directors profit share AJI Executive Directors are etgibie to be considered for DPS allocation refened to

participation in section 2.3.2 which ensures that large part of their remuneration is at risk The

DPS terms are set out in the Macqueue Group Executive Directors Remuneration

Booklet also known as the Grey Book departing Executive Directors retained DPS
will only be released early on discretionary basis in the case of genuine retirement

redundancy and certain other limited exceptional circumstances and will be subject

to forfeiture provisions Upon retirement from Mscquarie Executive Directors may
be entitled to the vested retained DPS held under the Pre-200g DPS Plan scheme

provided that it is determined that no disqualifying events have occurred

Option participation Executive Directors are no longer eligible for options five year options over ordinary

unissued Macquarie ordinary shares Subject to discretions able to be exercised by

the Board or its delegates on termination from Macqusrie all Executive Directors

continue to remain entitled to retain options which are vested at the termination date

PSU participation Executive Committee are eligible to receive PSU5 which are DSU5 with perfonnance

hurdles and are replacement for new options grants

Termination of Termination of employment by Macquarte or the Executive Director requires four weeks

employment notice Depending on the juriediction Executive Directors may also receive payment

in lieu of any accrued but untsken leave and entitlements Aside from notice for which

payment or part payment may be made in lieu of being required to work the notice

subject to legislative restrictions on termination benefits no other solely contractual

termination entitlements exist

Subject to comphance with local regulatory and legal requirements In Australia Executive Directors given notice

by Mscquarie may receive an additional weeks notice where they are over 45 years of age and have more than

two years continuous service

Subject to variations arising from local employment transmission of business and other laws in the jurisdictions in

which Macqueue operates these contractual arrangements generally apply to all staff at Executive Director level

Executive Directors who chose to keep some or all pre-2009 profit sham in the Pre-2D09 DPS Plan as per
the

transitional arrangements detailed in section 2.3.1 end leave Macquarie are eligible to receive the vested portion

subject to there being no disqualifying events in the period of up to six months following the departure under the

Pre-2009 DPS Plan Executive Directors who leave Mscqusrie may also retain any vested but unexercised options

which wiN lapse if they are not exercised in the six months following departure

Remuneration arrangements are delivenng

results although compansons are difficult

because of the changes

3.1 Comparisons with peers are difficult

As result of the changes in the investment banking

landscape noted in section Macquarie reconsidered

its peer group in light of the absence of Babcock

Brown Bear Steams and Lehman Brothers Peer

comparisons have always been complicated by the

distinct nature of Mscquarieiv businesses Where

possible the same global investment banking peer

group as last
year has been consistently used

throughout the Remuneration Report i.e Goldman

Sacha Credit Suiooe Deutsohe Bank JP Morgan

Chase Merrill Lynch now subsidiary of Bank of

America Morgan Stanley and UBS Lazard Jefferies

and Barclays will also be used this year where

there is available data As with Mecquarleit other

peers these firms haves different business mix to

Macquarie However the BRC considered them to be

appropriate peers on the basis that they operate in the

same markets and compete for the same people as

Macqueue

This
year comparisons are even more difficult for the

following reasons

the
peer group has changed this year

some of the peers were or are recipients of TAJRP

funds which have impacted their remuneration

arrangements

some peers are or have become parts of larger

organisationa often with large retall operations

which can distort comparisons

remuneration delivered as deferred equity is

emortised over the veating period of the equity

Different deferral levels end different vesting periods

therefore result in different accounting results even

if the underlying quantum of remuneration is the

same

the level and datall of disdosure differs amongst

peers Segment data is particularly relevant where

the investment banking segment is part of larger

organisation

the compensation to income ratio compensation

rstio is non GAAP measure allowing peers to

adopt different definitions of income used in the

calculation of the ratio For example some peers

report the compensation ratio using net revenue

on pre-impairment basis whereas others include

impsirments in nat revenue as doss Macqusrie

3.2 Historical compauisona with Macquarie are

difficult

In addition to the difficulty in comparing Macqusrie with

its peers comparison with
prior years historical data is

also difficult for the following reasons

Changes in the composition of remuneration and

therefore changes in accounting treatment Under

the old remuneration arrangements the whole of

the profit share pool including amounts held subtect

to reatrictions for each financial year was charged

agsinst earnings in that year Under the revised

arrangements accounting standards dictate that

retained proM share delivered as Mscquarie equity

is reuogniaed ea share based payment expensed

over the vesting period which is up to seven years

for the most senior group This year also refecta the

accounting adjustments required to transition to the

new arrangements including the treatment of 2009

retent ion delivered as equity These adjustments are

explalned in Appendix

The proportion of fixed remuneration versus variable

remuneration differs year on year For FY2010 the

proportion of fixed remuneration is significantly

higher than variable remuneration This is firstly

because the coat of
equity capital has not been

met and therefore no amount of the excess profits

over the coat of equity capital has accrued to the

profit sham pool and secondly because fixed

compensation is higher this year than 2009 when

one-off items such as redundaiiuiea are excluded

because staff numbers are greater

Headcount grew from 12716 to 14657 over

the 12 months to 31 March 2010 With view

to delivering shareholder value over the medium

term end as part of Macquarieis continual organic

growth number of businesses have selectively

hired senior staff Some of these hires occurred

towards the end of the FY2009 but the trend has

continued during the current financial year on

much larger scale For FY2D1O approximately

200 new senior executives Associate Director level

or above were hired specifically for the purpose
of developing these organic growth initiatives In

addition to this Macquarie has acquired number

of businesses and associated teams outside

of Australia largely in higher coat juriedict ions

to strengthen Macquarie product offering and

global presence In the 12 months to 31 March

2010 Macquaries staff numbers have increased

by net of approximately 1400 as result of

seven acquisitions The hiring of these staff is an

investment for the future as the benefit of their

activities is yet to be fully realised in income
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The denominator in the compensation ratio is net

operating income as reported which includes

impairments Prior to 2008 impairments were

not significant However since then the level of

impairments has increased resulting in lower level

of reported net
operating income

In both 2009 and 2010 the Non-Executive

Directors of the Board have exercised their

discretion to change the quantum of the profit

share pool to reflect internal or external factors

where they have considered it to be in the interests

of Macquane and shareholders to do so In doing

this the Board considered shareholders rrterests

the employment environment and staff retention

requirements It is critical that Macquane has the

flexibility to remain competitive in the global markets

in which it operates while having due regard to

shareholder interests over the short and medium

tens

Compensation expense includes notional earnings

on prior year restncted profit share allocations

which are held under the Pm and Post-2009 DPS
Plans These notional earnings or losses reflect

the investment performance of the assets in which

the prior year retained DPS amounts have been

invested Their inclusion in the compensation

expense particularly for Key Management

Personnel disclosed in the Remuneration Disclosure

in Appendix may therefore cause distortions

when year-on year remuneration trends are

examined For FY2009 compensation for Key

Management Personnel included net notional loss

of $25.3 million whereas FY2O1O includes again
of $2.2 million

Even though Macqueue has ceased offering

options in 2009 the
accounting expense in regards

to previously granted options continues to be

recognised evenly over the
vesting period For

FY2OI Macquane recorded an options expense
of $100 million The majority of these options are

currently out-of-the money

Long-term NPAT has grown relative to peers

One of the measures used to compare relative

performance is long-term profit performance

Macquarieh analysis shows long-term profit

performance is equal to or better than its international

peers

Peers relative 10 year Growth in NPAT
2000 -2010

Compound
loyearMnuai

Growth Rate

Macquane

Peer

Peer

Peer

Peer 17

Peer 16

Peer

Peer HIM
Peer

Peer 12

NPAT 10 year compound annual growth rate

Macquaie versus intetnationaJ investment

anking peers

International investment banking

peers

Peers comprise Barclays Credit Suisse Deutsche

Bank Goldman Sachs Jefferies JP Morgan Chase

Lazard fotenill Lynch Bank of America
subsidiary

Morgan Stanley and UBS The compound 10
year

annual growth rate cannot be calculated where the

peer has recorded loss either in the current year or

10 years ago or have not continuously reported results

over 10 years i.e Lazard and UBS Where profits on
the disposal of discontinued operations represents

significant proportion of NPA1 this has been excluded

ROE is historically low reflecting conservative

liquidity management leading up to and following

the global financial crisis

Whilst ROE is at historically low level it has held up
wall compared to moat peers Macquans 10 year

average ROE is higher than all of its peers reflecting

that it has been
generally less volatile than peers

over the same period More specifically Macquarie
has maintained conservative balance sheet

during
the financial crisis even though this has had adverse

remuneration Consequences

3.3 WIth these caveats the relationship between Macquaries remuneration and its performance is

strong relative to peers

The
overarching goal of the remuneration framework is to drive superior shareholder returns over the long term

Macquarie remuneration approach and its consistency over time have contributed to maximising growth in

earnings and return on equity This has led to strong shareholder returns although these have been impacted in

recent times by the global financial crisis

As economic conditions have begun to trend back to normal Macquanetr financial results have also begun to
recover although ROE remains at historicaily low levels This is shown in the folloveng table

Performance over past five years 2005-2010

The N/M references above refer to where
peers

have recorded loss for the current year and the

compound 10
year annual growth rate cannot be

calculated or eiere they have not continuously

reported over 10 years

Peers are disclosed under the next chart

2005 2006 2007
year

Earnings

2008 2009 2010 Growth

NPATattributableto $millions 812 916 1463

ordinary equityholders

1803 1050 29%

Basic EPS
cents per share 369.6 400.3 591.6

ROE
309.6 320.2 13.4%

Return on average 298 26.0 28.1 23.7 9.9

ordinanj shareholders

funds pa
Total shareholder

returns TSR
Dividend

cents pershare 161 215 315 345
Interim and Final

186

Dividend
Special cents per share 40

Sharepruceaif3 March 48.03 64.68 82.75 52.82 27.05

Annual TSR
39.0 4ct2 32.6

1.6%

Five Year TSR
44.1 79.6

1earTSR
23.8%

Throughout this Report TSR represents the accumulated share price return when all cash dividends are
reinvested at the ex drvidend date
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Peer ROE over 10 years 2000-2010

Macquane versus international investment banking peers

ROE

year average year average year average 10y average

Macquarie 10.0 14.5 19.5 21.4

Averageof Peers 4.9 1.5 10.6 12.0

Peer
22.4 19.2 20.6 19.6

Peer 19.3 5.1 11.3 7.9

Peer 14.8 7.3 10.7

Peer 21.8 19.3 22.4 19.4

Peer 12.6 2.1 4.3 8.2

Peer
6.4 7.7 8.8 8.8

Peer
43.0 20.5

Peer 2.6 4.1 10.6 14.9

Peer 7.4 27.0

Average of most recent 10 years except in cases where 10
years of continuous data is not available fore peei in

which case the longest time period for which continuous data is available for that peer has bean used

Peers compnse Barclays Credit Suisse Deutsche Bank Goldman SacIrs Jeffenes JP Morgan Chase Lazard
Morgan Stanley and UBS In previous years Merrill Lynch has been used in this analysis but ROE data is no
longer available for Merrill Lynch since It was acquired by Bank of America

Source Peer underlying data from Bloomberg

Compensation expense to income ratio is in line

with peers

One guideline used to evaluate overall remuneration

levels is the organisations compensation expense to

income ratio compensation ratio The compensation
ratio is widely used within the investment banking

industry to broadly review comparative remuneration

levels It is not however the basis on which

Macquaries profit share pool is created

Macquarieix compensation ratio is compared with that

of group of
peers in the folkiwing chart Information

has been provided for the last three years Macquadss

analysis shows that its overall compensation ratio is

in line with its peers for FY2O1 In FY2009 it was

anticipated that Macquariss compensation ratio

would return to historic levels given that 2009 lower

ratio reflected the extraordinary market conditions at

that time When comparing Macquailss current and
historic compensation ratios one must be mindful of

the limitations and difficulties referred to in section 3.2

While the compensation ratio
effectively adjusts for

differences in size between organisations it is not

an entirely satisfactory measure to use in assessing

compensation levels because it does not take into

account factors such as

differences in the way that remuneration is

delrvered delivery vehicle amount deferred vesting

timefrarne and therefore differences in the way that

remuneration is accounted for

differences in the business mix between comparator

organisations

performance differences between organisationa

including such factors as capital usage and quality

of earnings

variations in accounting practices used by

comparator organisations including the treatment

of
impairments as noted in section 3.1

the extent of
outsourcing activities

differences in appetite to risk and assumptions
made in regards to risk

The
adoption of different definitions of income by

peers in the calculation of the compensation ratio

restricts the comparability of
peer compensation ratios

In order to show more comparable compensation

ratios knpakments have been
consistently netted

against net revenue in the revised calculations for

some peers

Compensation ratio 2008.2010

2009/201 OU 2008/2009 2007/2008

Peers comprise Barclays Capital Credit Suisse

Investment Banking segment Deutsche Bank

Goldman Sachs Jefferies JP Morgan Chase

Investment Banking segment Lazard Merrill Lynch
Morgan Stanley and UBS Qnvestment Banking

segment

Data has been calculated by Macquarie The

information is based only on publicly available

information for the peer firms

This compensation ratio analysis supports Macqueries
overall belief that its remuneration policies including
the approach to determining the profit share pool

operate in manner that is related to profit rather than

revenue and that they are Sound

10 year ROE
Macquane versus international investment

banking peers

Macquarie

Maior international investment

banking peers

Based on most recent
statutory accounts

filings

Compensation ratios have been excluded

where reported net revenue was negative

86
or or or or or or or or or Ca or
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Strong governance haa been exercised

Effective governance is central to Macquarieis

remuneration strategy and approach As noted in

section governance expectations have significantly

increased The Board considers that strategies are

in place to provide even atronger governance ot

Macquarley remuneration approach The Board alma

to ensure that Macquaries remuneration aystem is

aound in the following ways

strong Board and Board Remuneration Committee

BRC oversight

assessment of risk as part of the profit sham

allocation process

independent remuneration review

These key elements of Macquaties approach are

descnbed below

4.1 Strong Board oversight exists to ensure

sound overall remuneration governance

The Board of Directors has oversight of Macquaries

remuneration arrangements The Board has BRC
whose objective is to assist the Macquarie Board and

the Board of Macqueue Bank Umited Macqueue

Bank key operating subsidiary with Macquarals

remuneration policies and practices

The BRC currently comprises four Non-Executive

Directors rnority of whom are Independent

including the BRC Chairman

Mr McCann was appointed Acting Chairman of

Macquaria Group Umited and BRC member on

27 November2008 for the duration of Mr Clarkes

absence and served in this capacity during that time

The BRC members have the required experience and

expertise in both human resources and risk to achieve

effective governance of Macquariais remuneration

system All membem of the BRC are also members

of the Board Risk Committee with Mr Wame bang
the Acting Chairman of that committee in Mr Clarkes

absence and the Chairman since 27 August 200g
In addition all members of the BRC have extensive

experience in remuneration either through their

professional background or as members of the

remuneration committees of other boards

The BRC has regular meeting cycle and held

significant number of additional meetings this year

in order to address the various remunerstiuri issues

arising from the changing remuneration environment

The BRC met 20 times over the last financial
year

Attendance at the meetings is set out in the Directors

Report

The Board pays senous sustained attention to the

design and the operation of remuneration practices

for all of Macquauie not just for the most senior

executives

The responsibifjties of the SAC are set out in

formal charter which is avaifabfe on Macquana
website

The Charter was reviewed and amended during the

year to reflect the requirements of APRAs Prudential

Standard APS 510 The amendments included the

specific inclusions of the following BRC responabilrtres

Comparison of performance measures and executive remuneration measures 2006-2010

Performence measures 2006 2007 2008 2009 2010

Decrease

2010 vs

2006

NPAT Sm 916 1463 1803 B71 1050 15%

Basic EPS cents per share 400.3 591.6 670.6 300.6 320.2 20%

Executive remuneration

measures

Total Compensation Expense

Remuneration Executive

Key Management Personnel

Remuneration excluding

earnings on restricted profit

share Executive Key

Management Personnel

Sm

Sm

Sm

2286

137.2

134.8

3472

207.1

13.3

3878

124.7

140.2

2247

11 .4

36.7

2848

42

43.0

25%

67%

68%

ensuring that Macquaries remuneration policies andHelen Nugent BRC Chairman Independent Non
practices support Macquaries risk managementExecutive Director
framework

David Clarke1 BRC Member Non Executive
liaising with the Board Risk Committee and the

Chairman
Board Audit and Compliance Committee to

John Niland BRC Member Independent Non- ensure there is effective coordination between
Executive Dfrector the committees to assist in

producing property

Peter Warne BAC Member Independent Non- integrated approach to remuneration that

Executive Director appropnately reflects risk

Kevin BRC Member Independent Non- reviewing and assessing the effectiveness of

McCann2 Executive Acting
Macquaries remuneration

policy including

Chairman compliance with regulatory requirements

reviewing and making specific remuneration
Due to ilinem Mr Clarke sought and was granted leave recommendations for persons whoae activities

of absence from 27 November 2008 to
may in the BRCs opinion affect the financial

30 August 2009
soundness of Macquarie This is in addition to the

existing specific remuneration recommendations in

respect of Executive Voting Directors and Executive

Committee members
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Board Oversight of the approval framework

for remuneration recommendations can be

summarised as follows

Subject to the appropriate management of conflict

of interest issues the Boards of Macquarie and

Macquarie Bank as appropriate approve the following

on the recommendation of the BRC

the remuneration policy for the whole of Macquane

not just for the Executive Committee including

assessing the effectiveness of the remuneration

policy and compliance with legal and regulatory

requirements

material changes to the remuneration policy

including remuneration structure retention arid

termination policies
for staff

material changes to the recruitment policies and

procedures for Macquaries senior management

team Executive Committee and other Operating

Group Heads

all individual remuneration/profit share

recommendations for members of the respective

Executive Committees and other Executive Voting

Directors including the Managing Director and

other persons whose activities may in the BRCs

opinion affect the financial soundness of Macquane

all indMdual PSU grants to members of the

respective Executive Committees with the proviso

that grants to Executive Voting Directors ncluding

the Managing Director must be approved by

shareholders at the Mnual General Meeting

other remuneration recommendations relating

to indMduals or groups of individuals which

are disclosed or are significant because of their

aenaitMty or precedent implications or because

they are covered by regulatory standards

the continued application of the profit share

methodology and any adjustments

determination of the total PSU pool available for

Executive Committee members

recommendations relating to the remuneration

framework for the Non-Executive Directors of

Macquarie and Macquarie Bank

appropriate levels of delegated reaponsibiity from

Macquarie Board to management for remuneration

related policy and practice decisions

remuneration recommendations relating to Non-

Executive Directors of Macquarie and Macquane

Bank

The BRC approves the following matters on behalf of

the Macquane Board

changes to the remuneration recruitment retention

and termination policies and procedures not

requiring Macquarie Board approval

material changes to superannuation/pension

arrangements

the percentage of Executive Directors retained

profit share allocated to Macquarie shares and

Macquarie-managed fund equity

the specific notional portfolio allocations of retained

DPS amounts for individual Executive Directors

The BRC approves the following matters on behalf of

both the Macquarie Board and Macquane Bank Board

all individual remuneration/profit share

recommendations for Executive Dli-ectors other

than those required to be approved by the Non

Executive Directors of Macquarie and Macquane

Bank Boards as noted above

remuneration recommendations made outaide of

policy relating to individuals or groups of individuals

unless required to be approved by the Board

all individual Director promotion equity grants to

staff other than those designated above

The BRC also has the authority to monitor the

implementation of the executive remuneration

policy including an annual review of compliance

with the Executrve Director minimum shareholding

requirements

The Board has adopted internal guidelines on declaring

and dealing with conflicts of interest These are rigidly

followed by the BRC

This remuneration governance framework ensures

that remuneration recommendations relating to staff

at various levels of seniority must be approved at an

appropriate level of authority

The following diagram highlights the Boards

involvement with critical remuneration decisions

through the annual remuneration cycle

Board oversight of remuneration decisions

Approvals

Changes to profit share

methodology reviewed by

BRC and approved by

the Board

Cont r-rrtcnnotitktqy

Profit share methodology

reviewed at least annually

including the proportion
of

after-tax profit the proportion

of earnings in excess of the

Groulds cost of capital the

cost of equity capital and tax

rate that are used to calculate

the profit share pool

The Board approves The Board approves

Total PSU pool available All individual profit share

for Executive Committee recommendations for

members Executive Committee

Tire continued application
including the CEO other

of the profit share persons
whose activities may

methodology
affect financial soundness of

Adjustments to the profit
Macquarie

share pool
All individual PSU grants to

The BRC approves
the

Executive Committee

calculation of the tinal proht
members

share pool based on
All profit share

application of the recommendations for groups

methodology
of individuals conered by

regulatory standards

The BIRC approves

All individual profit share

recommendations for

Executive Directors other than

those required by the Board

as noted above

All high profit share earners

regardless of level

All indisidual profit share

recommendations for

Macquarie Life individuals

covered by regulatory

standards

Cc puols
ALLo.nO ucI

Size of the profit share pool is Primary basis for allocating

determined annually by
the profit sharing to business

reference to the Groups areas is based on the

after-tan profits and its business relative

earnings oser and above the contribution to profits taking

estimated cost of capital
into account capital usage

These are two key drivers of Allocations to individuals are

shareholder value based on their performance

PSU pool determined Performance criteria nary

annually with reference to the depending on an individuals

profit share pool
role but are linked where

possible to outcomes that

contribute to NPAT and ROE

as welles risk and other

factors

Oct the proviso that equity grants to the Managing Director and Chief Executive Officer being an Executive Voting

Director must be approved by shareholders at the AGM
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4.2 Risk is assessed 55 part of the profit share

allocation process

The Board conaidera that the effective alignment

of remuneration with prudent rlak taking to be

fundamental criteria for any successful remuneration

ayatern

The Boardtr approach to riak management ia to make

riak deciaiona at multiple levela

The Board has always used both executive judgement

and quantitative risk measurea to determine the

quantum of variable remuneration allocations The

quantitative measures are as follows

the proft share pool is determined by reference

to both profit not revenue and earnings over and

above the estimated coat of capital

ROE is taken into account at Mscqusrie-wide level

and economic and prudential capital usage at

business group level for profit share pool allocation

the performance hurdle for existing Executive

Director options and Executive Committee PSUs to

vest is linked to ROE not TSR

The Board acknowledges thst quantitative risk

measures have limitations and therefore overlays

these measures with executive judgernent Just as

judgement is required in managing Macqusrieis risk

prolfie significant udgement is exercised when risk-

adjusting profit share allocations When assessing

the performance of businesses and individuals

management and the BRC look at range of

factors including risk management govemance

and compliance people lesdershj and upholding

Mscqusris Goals and Values

In addition to this the Non-Executive Directors of the

Board have discretion to change the quantum of the

profit share pool to reflect intemal or external factors

it deemed in Mscquarieb and shareholders interests

and/or to defer the payment of profit share amounts

to subsequent year at company-wide business or

individual level where it is in the interests of Mscqusrie
and shareholders to do so

To strengthen Mscqusrietr arrangements in this ares
the CR0 reports to the BRC on capital allocation in

respect of risks assumed and its impact on the overall

profit share pont and the profit share alocsted to

indladusl Operating Groups

The Board seeks to ensure that remuneration is

sensitive to risk outcomes in the following three ways

Remuneration outcomes must be consistent with

nsk outcomes

Profit share allocations are truly variable The profit

share component is variable upward and downward

in response to good or poor performance The tact

that the profit share pool at Macqusrie-wtde level is

determined by reference to both profit and earnings

over and above the estimated cost of capital ensures

that there is no available profit share in the event of

loss at Mscqusde level other than via the Boards

discretion

Remuneration payout schedules must be sensitive

to the time honzon ot risks

Under the revised remuneration arrangements the

proportion of an Executive Directorb profit share

allocation that is deferred and subject to the time

horizon of risk has increased from 20 per cent to SO

per cent for 200g and to 40 percent for 2010 and for

Executive Committee members from 40 per cent to 50

per cent 55 per cent for the Managing Director and

Chief Executive Officer

departing Executive Directors unvested retained

profit share is only paid out in the case of genuine

retirement redundancy or in certain other limited

exceptionS circumstances and is forfeited in stages

its disqualifying event occurs within two years of

leaving For example the payment of departing

Executive Directortr retained profit share will be subject

to forfeiture itit is found that the individual has acted

in sway that damages Macqusrie induding but not

limited to action or inaction that leads to material

financial restatement signitcant financial lom or

any significant reputationsl harm to Macqusrie or its

businesses

Consistent with previous arrangements there are no

golden handshake payments

The mix of cash equity and other forms of

remuneration should be consistent with nsk

alignment

Mecqusrie adopts tailored approach to ensure thst

the retention levels and equity based remuneration is

appropriate given the seniority of the individual and

their ability to influence results

4.3 As independent remunerstlon review has

been undertsken

The BRC has access to Mscquarie senior

mansgernent end has retained independent

consultants Towers Watson for the use of the

Board to obtain advice on the appropriateness of

remuneration packages and other employment
conditions as required

The BRC on behalf of the Non-Executive Directors

of Mscqusde commissioned an independent review

of Executive Director remuneration from US office

of Towers Wstson The review considered the overall

approach to remuneration the extent of silgnment with

shareholder interests end comparison of individual

remuneration for senior executives where relevant

pear information was available In addition the BRC
independently analysed global remuneration trends

and data

Towers Wstsontr findings were that

Macqusrle has used essentislly the same

remuneration system since Macqusrieh founding

the objectives on which Macqueries remuneration

system are built are similar to those cited in

other leading global investment banks with the

paramount goal to encourage mansgement to drive

shareholder returns over the short and longer term

Mscqusdws remuneration system

has helped ensure that psy and performance are

linked tightly

has several means to align executive reward and

shareholder value creation

orients senior atsif toward longer-term value

creation rather than short-term benefits

Macqusrieis remuneration governance process is

fairly similar to that in place at Mscqusris peer US
investment banks

Mscqusrietr remuneration components support its

remuneration
principles and are

very much in line

with practices at peer global investment banks

induding that

fixed remuneration is modest relstive to total

compensation the bulk of which is delivered

through variable means annual and long term

incentives

the annual profit share is based on profit and
return on equity which sre recognised by most

pears as
necessary to drive share pnce

indiadual profit share awards to executives are

highly dfferentisted by individual contributlon and

resuts

significant portion of profit share is invested in

buth Mecqusrie equity and Mscqusrie-managed
funds equity and withheld for several years

executives must maintain en equity stake in the

company

equity based compensation Qn the form of

Mscqusrie shares and Macqusrie PSUs for

Executive Committee is used as long term

incentive for executives

Macqusrie imposes long vesting period on the

portion of profit share deferred

Macqusrieh total remuneration ass
percentage

of revenue and as percentsge of earnings is

centred near the median relative to investment

banking peers

like other investment banks Macqusde has

long holding period for senior executives

An extemel review of Non-Executive Directors

remuneration was also commissioned in early 2010

from Guerdon Associates
refer section 5.2 for

details
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Non-Executive Directors continue to be

recognised for their role

Finally Mecquaiies remuneration approach ensures

that the Non-Executive Directors are appropnately

recognised Reflecting this different focus the

remuneration arrangements applicable to Non

Executive Ditectors as outlined in this section

are different from the arrangements applicable to

executives

5.1 Non-Executive Director remuneration policy

The overall objective of Macquarie% Non Executive

Director remuneration policy is to ensure that Non

Executive Directors are remunerated appropriately

This objective is achieved by

setting Board and Board Committee fees in line

with market rates for relevant Australian financial

organisat ions for the time commitment and

responsibilities invoived

delivering these fees in form that is not contingent

on Macqueries performance

not providing termination or retirement benefits

other than payments relating to their accrued

superannuation contribuf ions comprising part of

their remuneration

Thus Macquaiie% Non-Executive Director

remuneration arrangements are structured

quite differently from the executive remuneration

arrangements Executive Directors are not

remunerated for acting as Voting Directors

All Voting Directors are required to at least annually

disclose their financing arrangements miming to their

Macquarie securities to Macquash

All Non-Executive Directors of Macquarre Group

Limited are also Non-Executive Directors of Macquarie

Bank Limited key operating subsidiary This policy

govems the remuneration of Non-Executive Directors

of both Macquarie and Macquatie Bank in aggregate

5.2 Board and Committee fees

Non-Executive Directors are remunerated via Board

and Committee fees in me with market rates for

relevant Australian financial organisations for the

time commitment and responsibilities involved

These fees are reviewed annually on the basis of

comparison to market rates An extemat review is

conducted periedicaty both as verification of the

market comparison and also to provide observations

concerning the continuing validity of the methedology

Such an external review was completed in early

2010 to ensure that the Non-Executive Directors

remuneration was in tne with the relevant benchmark

organiastions and to ensure that the methedology and

framework employed was appropnate The review

was conducted by Guerdon Associates The Board

of Directors criticafly evaluated the analyses and the

conclusons reached

The current
per annum base and Committee

fees ouffined below are consistent with the

recommendations of this review

Mscquarie and Macquarie Bank Fees

Base and Committee fees are paid quarterly Non-

Executive Directors may elect to receive their

remuneration in part in the form of
superannuation

contributions and until recently by way of Macquarie

ordinary shares acquired vie the Macquarie Group

Non-Executive Director Share Acquisition Plan

NEDSAP mechanism for the Non-Executive

Directors to acquire additional ordinary shares in

Macquarie The terms of the NEDSAP substantially

replicate the terms of an equivalent plan that was

operated by Macquarie Bank Limited as approved

at Macquarie Bank Umited ggg Annual General

Meeting Shares under the NEDSAP have been

acquired on-market at prevailing market prices New
offers under the NEDSAP were suspended in 200g

Information on the frequency of Board and Committee

meetings is included on page 63 of the Directors

Report

There are no termination payments to Non-Executive

Directors on their retirement from office and them

never have been in the case of both Mecquerie Group

Limited and Macquash Bank Limited other than

payments relating to their accrued superannuation

contributions comprising part of their remuneration

Macquarieti Non-Executive Directors are remunerated

for their services from the maximum aggregate

amount currently $3000000 par annum approved

by shareholders for that purpose The current limit of

$3000000 was approved by Macquash Bank Limited

shareholders at Macquarie Bsnkti 2007 AGM This

same amount has been set in place for Macqueue

Group Limited and applies on consolidated baas

Aithough fees have been split between Macquash

Bank Limited and Macquarie Group Limited the Board

ensures that Non Executive Director remuneration for

Macquarle Group Limited and Macquarie Bank Limited

taken together does not exceed this shareholder

approved maximum aggregate amount

It is expected that shareheder approval veil be sought

at the 2010 Annual General Meeting to increase this

maximum aggregate amount to reflect the increase

in the workload of Non Executive Directors to

accommodate the appointment of an additional Non-

Executive Board member in March 2010 and to aflow

for moderate future growth

5.3 Minimum shareholding requirement for

Non-Executive Directors

To encourage long term commitment and to

more closely align the interests of the Board with

shareholders the Board has minimum shareholding

requirement for Non-Executive Directors Non-

Executive Directors are required to have meaningful

direct shareholding in Macquash

Under the minimum shareholding requirement

Non-Executive Directors are reqoired to acquits

and maintain directly or indirecfiy holding of

4000 Macquarie ordinary shares which they

may accumulate over three years from the date of

appointment They are required to extend this holding

by an additional 2000 Macquarie ordinary shares

over the next two years such that they maintain

holding of 6000 Macquarie ordinsry shares Under

Macquarie Trading Policy Non-Executive Directors

are fortidden from hedging shares held to meet this

minimum Macquarie shareholding requirement Actual

shareholdings em set out in Appendix below

This role was filled by the Acting Non Executive Chsrman during Mr Clarketi absence 27 November 2008 to

30 August 200g and was not separately remunerated for Committee responsibilities

Macquash Bank Limited does not have separate committees although Macquarie Group Limitedix Audit and

Compliance Commthee and Remuneration Committee support both Boards

No separate fee paid for this role as it is filled by the Chairman and was filled by the Acting Chsrmsn during

Mr Clarkes absence

Macquarie fees Macquarie Bank fees Total fees

Chairman Member Chairman Member Chairman Member

Board $585000 $155000 $240000 $65000 $825000 $220000

Board Riak Committee $70000 $30000 N/A2 N/A2 $70000 $30000

Board Audit and Compliance

Committee $70000 $30000 N/A2 N/A2 $70000 $30000

Board Remuneration Committee $70000 $30000 N/A2 N/N $70000 $30000

Board Corporate Governance

Committee

Board Nominating Committee

$460001

N/A3

$18000

$8000

N/A2

N/A2

N/A2

N/A2

3450001

N/A3

$18oJ
$8000
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Appendices Key Management Personnel disclosures

Appendix Key Management Personnel

The following persons were Voting Directors of Macquatie Group Umited for the period during the financial yesrs

ended 31 March 2010 and 31 March 2009 unless otherwise indicated

Directors Changes during 2009 and 2010 except as noted below

Executive

N.W Moore Managing Director and Chief

Executive Officer

Appointed to the Boatd on 22 Februaty 2008 and as

Managing Director and Chief Executive Officer on 24 May

2008

A.E Moss AO Retired 24 May2008

L.G Cox AO Retired 29 July 2009

Non-Executive

D.S Clarke AD Non- Executive Chairman On laave of absence from 27 November 2008 to

30 August 2009

M.J Hawker
Appointed to the Board on 22 March 2010

PM lOrby

C.B Liangatone AD

H.K McCann AM
Acting Chairman in D.S Clarka absence

J.R Nland AC

H.M Nugent AO

PH Wame
Acting Chairman of the Board Risk Committee in

D.S Claticeis absence and was appointed Chairman

of the Board Risk Committee on 27 August 2009

In addifion to the Executive Directors listed above the following persons also hed authority and responsibility for

planning directing arid controlling the actiatiea of Macquarie and its controlled entities during the financial
years

ended 31 March 2010 and 31 March 2009 unless otherwise indicated

Executives

S.D Allen Group Head Risk Management Group lappointed 28 September 20091

J.K Burke Former Joint Group Heed Macquarie Securities Group retired on 26 February 2009

Carapiet Group Head Macquarie Capital

A.J Downe Group Heed Fixed Income Currencies and Commodities Group

R.S Laldiew Group Head Macquarie Securities Group appointed 10 June 2008

PJ Maher Group Head Banking and Financial Services Group

N.R Minogue Former Group Head Risk Management Group retired 3D November 2009

WR Sheppard Deputy Managing Director

G.C Ward Chiet Rnancial Officer

Wikramanayake Group Heed Macquane Funds Group appointed 10 June 2006

Member of Macquarie Executive Committee as at 29 April 2010

The remuneration and other related party disclosures included in the Remuneration Report have been prepared in

accordance with the requirements of the Corporafions Acf 2001 and in compliance with AASB 124 Related Party

Disclosures

For the purpose of these disclosures all the individuals listed above have been determined to be Key

Management Personnel as defined by AASB 124 Relafed Party Disclosures Macquarieis Non-Executive Directors

are apecffically required by the Corporations Act 2001 to be included as Key Management Personnel However

the Non Executive Directors do not consider themselves as part of management

Appendix Remuneration disclosures

Executive remuneration

The remuneration arrangements for all of the pemons

listed above as Executive Directors or Executives are

described in section above

The individuals identified above as Key Management

Personnel include the five highest remunerated

Company Executives and Relevant Group Executives

In accordance with the requirements of AASB 124

Related Party Disclosures the remuneration

disclosures in the remuneration tables for the years

ended 31 March 2010 end 31 March 2009 only

include remunemtion relating to the portion of the

relevant periods that each individual was Key

Management Person

The following fedora impact the current year and prior

year comparetivea

Comparative data in the following remuneration

table reflects the amounts disclosed in the 2009

Remuneration Report i.e the old remuneration

arrangements Under those arrangementa the

whole of the profit share provision including

amounts held subject to restrictions for each

financial year was charged against earnings in

that yeai and was disclosed in the Executive

remuneration disclosure for Key Management

Personnel As explained in section 2.3 under

the revised arrangements retained proffi share is

invested as onmbinstlon of Macquarie equity

and Mecquarie-managed fund equity notlonally

invested under the Post 2009 DPS Plan The

portion of retained profit share that is delivered as

Macquarre equity is recognised in earnings as

share based payment expense spread over the

vesting pedod which is up to seven years for the

most senior group The portlon thst is delivered as

Macquarie-managed fund equity is not accounted

for as share-based payment and the ful amount

is charged against earnings in the current year

consistent with prior years

The current
year also reflects the accounting

adjustments required to transition to the revised

remuneration arrangements including the treatment

of 2009 profit share retention that was previously to

be delivered as either cash or fully vested Macquaiie

shares but is now delivered as Macquarie equity

under the MEREP The portion of Executive

Directors retained profit sham relating to 2009

that is no longer to be paid in cash or delivered in

fully vested Macquarie shares has been reversed

in the current
year with benefit and recognised

in eamings The MEREP equity awards granted

in relation to the 2008 profit share retention are

accounted for as share based payment expensed
over the vesting period from April 2009 which is

up to seven years for the most senior group

Transitioned Amounts as explained in section

2.3.1 have been reclassified in the current year

from profit share liability to equity and the discount

to the fair value per MEREP
equity award at grant

date is accounted for as sham-based payment

expensed over the vesting period being seven

years for Executive Committee members

While MEREP equrty awards in respect of the

current years performance will be granted in

the following financial
year Macquarie begins

recognising an expense based on an initial

estimate from April of the current financial year

in relation to these future grants The expense is

estimated using thu Macquarie share price as at

31 March 2010 and for PSU5 also incorporates

risk free interest rate of 5.75 per cent expected
life of four yeam and dMdend yield of 3.47 per

cent per annum In the following finandal year

Mecquarte will adjust the accumulated expense

recognised for the final determination of fair value for

each MEREP award to be granted when granted
and will use this valuation for recognising the

expense over the remaining vesting period

As explained in section 2.3.3 above DPS amounts

retained under the DIS Plan are notionsily invested for

Executive Directors providing them with an economic

exposure to the underlying investments typically

Macquatie managed funds This ensures that they

are exposed to both the upside and downside of the

underlying securities
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Executive Directors are each entitled to amounts

equivalent to the investment earnings dividends

distributions and secunty price appreciation on the

underlying securities Where these amounts are

positive they may be paid to Executive Directors as

additional remuneration and are included in the relevant

remuneration disclosures below as part of tong-Term

Employee Benefits refer to the Earnings on prior year

restricted profit share column lo the tables on pages

108 to 109 When these amounts are negative they

are deducted from Long Term Employee Benefits

remuneration in the same column

These earnings on restricted profit share amounts

reflect the investment performance of the assets in

which
pnor year retained DPS amounts have been

invested Their inclusion in the individual remuneration

disclosures below may therefore cause distortions

wtien
year-on year remuneration trends are examined

They do not reflect remuneration review decisions

made in relation to the individuars current year

performance

The table below highlights the underlying remuneration

trend by adjusting the disclosed remuneration to

exclude these earnings on retained DPS amounts for

Key Management Personnel

2006-10

2009 2010 Increase

lDecreasei

All Executive Key

Management Personnel

Totel disclosed

remuneration 137230470 207074381 124746718 11364969 45164524 67%
Less/Add Earnings

Loss on restricted

profit share amounts 2383441 13786054 15447287 25345764 2151829

Total underlying

remuneration 134847029 193288327 140194005 36710733 43012695 68%

Executive key management personnel remuneration disclosure

Short-Term Employee Benefits

Salary Performance Total short-

Including related term employee

superannustlon remuneration benefits

Executive Directors

NW Moore 2010 518820 4681736 5200556
2009 517611 2120641 2838252

Other Executives

S.D Jlen 2010 195288 151001 346289

2009

Carapet 2010 384311 2886191 3270502
2009 383415 2544769 2928184

A.J Downe 2010 480389 4069272 4549661

2009 479269 3958530 4437799
R.S Ladlaw ji 2010 384311 3157615 3541926

2009 310695 1374645 1685340

P.J Malar 2010 456369 1589514 2045883
2009 455306 961357 1416863

WA Sheppard 2010 518820 1135132 1653952
2009 517811 282752 800363

GO Ward 2010 432350 1750895 2183245
2009 431342 1979265 2410607

Wikrarnanayake 2010 384311 1040881 1425192
2009 310.695 687322 998017

Former Executive Directors and Executives

J.K.Burkefi 2010

2009 348556 348556

L.G Cox 2010 130632 130632

2009 396567 228289 624856

NA Minogue 2010 289823 709354 999177

2009 431.342 1865137 1986479

AE.Mossm 2010

2009 100748 1515978 1616726

Total Remuneration Executive Key Management 2010 4175424 21171591 25347015

Personnel 2009 4683157 17208885 21891842

2006 2007 2008
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Notes on elements of executive remuneration

Performance related remuneration represents the

current portion of each indleduals profit share

allocation in relation to the
reporting period For

2010 these amounts also include an adjustment

to reflect the difference between the percentage

of 2009 profit share that was reported as current

in the 2009 Executive remuneration disclosure

and the actual percentage of 2009 profit share

that is current as per the revised remuneratrm

arrangements

For 2009 in the case of Mr A.E Moss the amount

included in this column in the table above also

includes the related restricted profit share amounts

refer below which was paid within 12 months

of the end of the
reporting period in accordance

with the requirements of AASB 124 Related Party

Disclosures

For 2010 this amount represents

2010 retained profit sham notionally invested in

Macquarie-managed fund
equity

An adjustment to reflect the difference between

the percentage of 2009 retained profit share

notionally invested in Macquarie managed
fund equity as reported in the 2009 Executive

remuneration disclosure and the actual

percentage of 2009 retaned profit share

notionally invested in Macquarie managed
fund equity as per the revised remuneration

arrangements

For 2009 this amount
represents retained

profit share notionally invested in Macquade

managed fund equity as per the old remuneration

arrangements For 2009 in the case of Mr A.E

Moss ecause he retire the retained amount is

included within Performance related remuneration

as it was paid within 12 months of the end of the

reporting period

This is the notional eamings/Qoss on prior year

restricted profit sham allocations described on

pages 106 to 107 in this Appendix

For 2009 this was the amount of the current year

profit share allocation which is allocated to invest

in Macquarie ordinary shams under the Executive

Committee Sham Acquisition Plan For 2010 this

amount represents

the current year amortised amount in respect

of both 2009 and 2010 retained profit sham

as calculated on the basis as described in

note xx Share based payments to the 2010

Financial Statements

the write beck of 100 percent of 2009 profit

share which was allocated to invest in fully

vested Macquaiie ordinary shams as described

in section 2.3.3 This is an adjustment because

this ix now being delivered as Macquarie equity

under MEREP which is expensed over the

vesting period from April 2009 which is up to

seven years for the most senior group

the current year amortisation as calculated on

the basis as described in note xx Sham based

payments to the 2010 Financial Statements
in respect of the discount to the fair value

per

share at grant date for Transitioned Amounts as

discussed in section 2.3.1

For retained profit share relafrng to 2009 invested in

the MEREP and pre-2009 profit share transitioned

to the MEREP the conversion pnce was publicly

announced by Macquarie on May 2009 to be the

volume weighted average pnce VWAP from May
2009 up to and including the date of the 2009 AGM
on 29 July 2009 being $36.36

Equity awards granted lo respect of the 2009

year are measured for
accounting purposes

on 17 December 2009 being the date that

shareholders approved the MERE using the

closing price of Macquarie shares traded on the

ASX on that day being $46.35

This amount has been calculated on the basis as

described in note xx Share based payments to

the 2010 Financial Statements and is in
respect

of PSUs granted in respect of bath the 2009 and

2010 performance years PSU grants for each

individual have been measured at their grant date

based on each grants fair value and this amount is

recognised evenly over the relevant vesting period

for each tranche of PSUs granted

Percentage
Long-Term Employee Benefits Share Based Payments of

remuneration

Restricted

profit share

Earnings on

pncr year

restricted

profit share

Total

long-term

employee

benefits

Equity

Awards

including

shares PSUs Options

Total

share-

based

payments

Total

remuneration

that

consists

of options

and PSUs

739980 343373 1083353 358774 1201971 1712935 3273680 9557589 30.50

942507 5840183 4897676 1649387 900793 2550180 290756 309.81

46610 10845 57455 449874 93240 238684 781798 1070632 31.00

1324127 392993 1717120 181230 908885 1542932 2270587 7258209 33.78

848256 3873197 3024941 848256 472382 1320638 1223681 38.60

488520 532786 44266 172968 1382214 1211123 2746305 7340232 35.06

1319510 3698929 2379419 1319510 334093 1653603 3711983 9.00

66017 236649 168632 445182 735675 903519 2084376 5794934 28.29

468215 1145138 686923 458215 787201 1245416 2243833 35.08

58531 37819 20712 250053 408361 324639 983053 3008224 24.37

320452 887238 566786 320452 172891 493343 1343220 12.87

191737 85716 277453 290170 207760 440288 938218 2869623 22.58

94251 1842620 1748369 94251 175241 269492 678514 25.83

98826 52658 151484 61337 644976 354464 1060777 3395506 29.43

659755 794748 134991 659755 187564 847319 3122935 6.01

665182 341575 1006757 9823 314453 504.886 829162 3261111 25.12

229107 711775 482668 229107 418713 647.820 1.163.169 36.00

57072

709354

518379

3067528

5.447.504

499623 499623 378324 378324 529391 71.46

7043 7043 57082 57082 80593 70.83

20008 143013 13893 13893 495736 2.80

132062 841416 312722 312722 1527871 20.47
1100155 581776 518379 133.538 651.917 2.056620 6.49

4752075 4752075 58090 56090 3079259 1.82

2151829 5219357 1856951 5877535 6863666 14598152 45164524

25345764 19898260 6097312 3274075 9371387 11364989
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This amount has been calculated on the basis as

described in note Share based payments to

the 2010 Financial Statements Prior option grants

for each individual have been measured at their

grant dates based on each grant fair value and

this amount is recognised evenly over the relevant

vesting period
for each tranche of options granted

ragardiass of whether the options are in or out

of-the money For 2010 the amount is based on

options granted in August 2006 exercise price of

$61 .79 August 2007 exercise price of $71.41

and August 2008 exercise price of $53.91 which

are all currently out-of-the money

If an option lapses in reporting period amounts

previously recognised as remuneration in relation to

the lapsed options are deducted from remuneration

in the reporting period In the case of Mr Ccx
87052 options lapsed in the current year when he

retired from the Board on 29 July 2009 In the case

of Mr Minogue 9083 options lapsed in the current

year when he retired from executive responsibilities

on 30 November 2009 In the case of Mr Burke

108334 unvested options lapsed in the 2009

financial year when he retired from executive

responsibilities on 26 February 2009 The reversal

of the amounts previously recognised in relation to

these options exceeded the amounts recognised

in relation to their options which vested during the

year resulting in negative balance in the table

above for 2010 for Mr Ccx and Mr Minogue and for

2009 for Mr Burke

Performance hurdles attached to the options issued

to the Executive Committee and Executive Voting

Directors allow for options to become exercisable

upon vesting only when Macquarie average
annual

ROE for the three previous financial years is above

the 65 percentile as frirther discussed in section

2.4.2 Performance hurdles for options issued on

or after 30 June 2006 and vesting at July 2009

were not achieved and therefore the options did not

vest The related expense previously recognised for

these option grants was reversed in 2009 and result

in reduction in total 2009 remuneration for the

impacted individuals

Notes on individuals

Mr S.D AJlen was appointed to the Executive

Committee on 28 September 2009

Mr R.S Laidlaw and Ms Wikramanayake were

appointed to the Executive Committee on 10 June

2008

Mr J.K Burke retired on 26 February 2009

Mr LG Ccx retired from the Board on 29 July

2009

Mr N.H Minogue retired from the Executive

Committee on 30 November 2009

ml Mr A.E Moss retired on 24 May 2008 Mr Mosss

total remuneration for 2009 included final profit

share allocation for the period Aprt 2008 up to

the date of his retirement on 24 May 2008 which

was paid in November2008

For each of the persons named in the tables above

the amounts of their remuneration for the reporting

period that were not related to performance are the

amounts in the columns headed Salary including

superannuation and Earnings on prior year restricted

profit share Jl other remuneration was performance

based

As is evident from the tables on pages 108 to 109

the majority of the remuneration for the named

Group executives is performance based ranging

from 81 per cent to 94 per cent for individuals who
were Executive Committee members during the

year ended 31 March 2010 excluding the impact

of notional earnings on retained amounts This is

consistent with the comments previously made that

the effect of Macquaries profit sharing mechanism is

to provide substantial incentives in relation to superior

performance but low or no participation for less

satisfactory performance The mechanism provides

significant alignment of their interests with those of

shareholders

Non Executive Director remuneration

The remuneration arrangements for all of the persons listed below as Non Executive Directors are described in

section 5.1 above

Clarke 2010 570793 570793

2009 567083 33000 600083

MU Hawkerc 2010

2009

6720 6720

P.M lrby 2010

2009

291250

271000

291250

271000

C.B Llangstorre 2010

2009

321250

298500

7700

16350

328950

314850

McCann 2010

2009

514489

448217

514489

448217

JR Niland 2010

2009

290000

266000

290000

266000

KM Nugent 2010

2009

321250

296000

29250 350500

296000

PH Wame 2010

2009

336500

284150

336500

284150

Total Remuneration 2010 2652252 36950 2689202
Non-Executive Key

Management Personnel

2009 2430950 49350 2480300

Other benefits for Non-Executive Directors include due diligence committee fees paid to Ms Livingstone of

$7700 2009 $16350 and BRC related per diem fees for Dr Nugent of $29250

For the period that Mr Clarke was Non-Executive Chairman Mr Clarke was entitled to the use of an office and

administrative support The pnor year amount of $33000 is an estimate of the portion of the cost of these

services which may have been used by the Chairman for other purposes

Mr Clarke sought and was granted leave from 27 November 2008 to 30 August 2009

Mr Hawker was appointed to the Board on 22 March 2010

dl Mr McCann was appointed Acting Chairman in Mr CIarke absence from 27 November 2008 to 30 August

2009

Mr Warne was appointed Acting Chairman of the Board Risk Committee in Mr Clarke absence from

27 November 2008 and was appointed Chairman on 27 August 2009
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Appendix Share and option disclosures

Shareholding of Key Management Personnel and their related parties

The following table sets out details of Macquarie fully paid ordinary shares held during the year by the Key
Management Personnel including their related partiea

Forthe year ended 31 March 2010

Name and position

Executive Directors

NW Moore 1197411 48334 1245745

Non-Executive Directors

D.S.Clarlec 704914 431197 273717

M.J Hawkere 4103 4103
PM Kirby 18996 4202 23198

C.B Lrdngstone 8980 3020 12000

-K McCann 11359 2126 13485

JR Nilarid 9559 563 10122

H.M Nugent 20613 563 21176
PH Wame 15821 15821

Executives

S.D Jlen 38025 38025

Carapiet 680750 93134 587616

A.J Downs 124102 45224 78878

R.S Laidlaw 38475 560 39035
P.J Maher 106175 32000 74175

W.R Sheppard 267790 18481 249309
CC Ward 15345 13334 13334 15345

Wikramanayake 326867 326867

Former

LG Cox

N.R Miriogue

Or date of appointment later

Includes on-market acquisitions and disposals

Or date of retirement if earlier

269812 269812

136620 138620

Mr Clarke sought and was granted leave from 27 November 2008 to 30 August 2009

Mr Hawker was appointed to the Board on 22 March 2010 The opening balance on April 2009 represents

holdings at the date of appointment

Mr ftJlen was appointed to the Executive Committee on 28 September 2009 The opening balance on April

2009 represents holdings at the date of appointment

Mr Cox retired from the Board on 29 July 2009 Balance at 31 March 2010 represents holdings at date of

retirement

Qi Mr Minogue retired from the Executive Committee on 30 November 2009 Balance at 31 March 2010

represents holdings at date of retirement

Shares

Shareholding of Key Management Personnel rela

For the year ended 31 March 2009

ted parties continued

Number of

shares held at

Name and position April 2008

Shares issued

on exercise

of options

Other

changes

Number of

shares held at

31 March 2009

Directors

LG Cox 269812

N.W Moore
269812

1030510 166901 1197411
Directors

D.S Clarke 704868

PM Kitiy 9772

CS Livngstone 8432

H.K.McCann 11359

JR Nilsnd 7959

H.M Nugent 20613

PH Warns

46

9224

548

1.600

704914

18996

8980

11359

9559

20613

9077 6744 15821

M.Carapiet 531274

A.J Downs 176036

R.S Laidlaw 28124

PJ Maher 125323

N.R Minogue 157312

W.R Sheppard 261313

GO Ward 56620

32500

10351

116976

51934

19148

20692

6477

41275

680750

124102

38475

106175

136620

267790

15345
Wikramanayake 252546

Former

9300 65021 326867

A.E Moss 404236

J.K
404236

Burkeg 31657

Or date of if later

30902 62559

Includes on-market acquisitions disposals

Mr Clarke sought and was granted leave from 27 November2008 to 30 August 2009

Mr Laidlaw and Ms Wikramanayaim were appointed to the Executive Committee on 10 June 2008 The
opening balance on April 2008 represents holdings at the date of appointment Movements are from this

date

Mr Moss retired from the Board and the Executive Committee on 24 May 2008 Balance at 31 March 2009
represents holdings at date of retirement

Mr Burke retired from the Executive Committee on 26 February 2009 Balance at 31 March 2009 represents
holdings at date of retirement

Number of

shares held at

AprIl 2009

Shares issued

on exercise

of options

Number of

Other shares held at

changes 31 March 2010

bi ci
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MEREP RSU Awards of Key Management Personnel and their related parties

The following tables set out details of the MEREP RSU awards associated with Macquaiie shares held during the year

for the Key Management Personnel including their related parties on consolidated entity basis PSUs are separately

disclosed in separate table

Fortheyearended3l March2010

Name and position

Number

of RSU

awards

held at

April

2009

Number of

RSU awards

granted

during the

financial

year

fbi

RSU awards Number of

exercIsed RSU awards

during the held at

financial 31 March

year 2010

ci

Number of

RSU awards

vested

dunng the

financial

year

Number

of RSU

awards

vested at

31 March

2010

ci

Value of RSU

awards granted

as part of

remuneration

and that vested

dunng the

financial year

Number

of PSU

awards

held at

April

Name and position 2009

PSU

awards

granted

during the

financIal

year

fbi

PSU

awards

exercised

during the

financial

year

Number

of PSU

awards

held at

31 March

2010

MEREP Performance Share UnIt PSI Awards of Key Management Personnel and their related parties

The following tables set out details of MEREP PSU awards held during the
year

for the Key Management

Personnel including their related parties on consobdated entity basis

For the year ended 31 March 2010

Number

of PSU

awards

vested

during the

financial

year

Number

of PSU

awards

vested at

31 March

2010

Value of PSUs

granted as part

of remuneration

and that are

exercised or

sold during the

financIal year

Executive Directors

NW Moore 466460 466480

Non-Executive Directors

D.S Clarte

M.J.Hawkerd

P.M.Kwby

C.B Uelngstone

H.K.McCann

J.R.Niland

H.M.Nugent

P.H.Wame

Executives

S.D.Ailene 113565 113565

Carapet 34661 34661

A.J Downe 80877 80877

R.S Laidlaw 126778 126778

P.J Matter 88468 88468

W.R Sheppard 108729 108729

S.C Ward 92688 92688

Wikramanayake 69028 69028

Former

L.G.Coxg

NP Minogue

Or date of appointment if later

As discussed in note tot Share based payments to the Financial Statements RSIJs are granted in the financial year

following the year of the Companys performance to which the grant relates Consequently RSU5 disclosed as granted

above relate to 2009 and include pre 2009 in relation to transition awards

Or date of retirement if earlier

Mr Hawker was appointed to the Board on 22 March 2010 The opening balance on April2009 represents holdings at

the date of appointment

Mr Ajien was appointed to the Executive Committee on 28 September 2009 The opening balance on April 2009

represents holdings at the date of appointment 88406 of these awards are held outside the MEREP and Mr Ailen

does not have legal or beneficial interest in the underlying Macquwie shares however these awards have the same

economic benefits as an RSU award held in the MEfIER

49330 of these awards are held outside the MEREP and Ms Wikramanayake does not have legal or beneficial interest

in the
underlying Macquarie shares however these awards have the same economic benefits as an RSU held in the

MEREP

Mr Cox retired from the Board on 29 July 2009 Balance at 31 March 2010 represents holdings at date of retirement

Mr Minogue retired from the Executive Committee on 30 November 2009 Balance at 31 March 2010 represents

Executive Directors

NW Moore 38300 38300

Non-Executive Directors

CS Clarke

M.J.Hawkerd

PM.l0rby

CS Ltsngstone

H.K McCann

JR Nilarid

H.M.Nugent

Pl-t.Wame

Executives

SD AJien

Carapet 34300 34300

AJ Downe 53500 53500

P.S Laicllaw 20700 20700

P.J Mater 13000 13000

WA Sheppard 3900 3900

S.C Ward 26700 26700

Wikramanayake 11500 11500

Former

LC.Coxo
N.R Miriogue

Or date of appointment if later

As discussed in note xx- Share based pafiments
to the Financial Statements PSU5 are granted in the

financial
year following the

year
of the Companys performance to which the grant relates Consequently

PSU5 disclosed as granted above relate to 2009

Or date of retirement if earlier

Mr Hawker was appointed to the Board on 22 March 2010 The opening balance on April2009 represents

holdings at the date of appointment

Mr Alien was appointed to the Executive Committee on 28 September 2009 The opening balance on April

2009 represents holdings at the date of appointment

Mr Cox retired from the Board on 29 July2009 Balance at 31 March 2010 represents holdings at date of

retirement

Mr Minogue retired from the Executive Committee on 30 November 2009 Balance at 31 March 2010

represents holdings at date of retirement

There were rio MEREP PSU awards granted dunng the 12 months to 31 March 2009

There were no MEREP RSU awards granted during the 12 months to 31 March 2009 115 116
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Details of PSU5 granted and their fair alue at grant date

Fortheyearended3l March2010

Number

of

PSUs

PSU5

exercise

Fair

value at

grant

Value of

PSl.ls

granted as

part of

remuneration

during the

Date first

tranche

can be

Name and position Date PSUa granted granted price datef year exercised Expily date

Executive Directors

NW Moore 17 December 2009 38300 4234 1821622 July 2011 March 2018

Executives

Carapiet
17 December 2009 34300 42.34 1452262 July 2011 March 2018

A.J Downe 17 December 2009 53500 42.34 2265190 July 2011 March 2018

R.S Laidlaw 17 December 2009 20700 42.34 876438 July 2011 March 2018

RJ Maher 17 December 2009 13000 42.34 550420 July 2011 March 2018

W.R Sheppard 17 December 2009 3900 42.34 165126 July 2011 March 2018

G.C.Ward 17 December2009 26700 42.34 1130478 July2011 4Marcli2Ol8

Wikramanayake 17 December 2009 11500 42.34 486910 July 2011 March 2018

This is the
grant

date for accounting purposes

Refer to notes on fair value below

Macquane has adopted the fair value measurement provisions of MSB Share Based Payment for all PSUs

granted to Key Management Personnel The fair value of such grants is being amortised and disclosed as part of

each Key Management Persons remuneration on straight-line basis over the vesting period

The 2009 PSU allocation has been determined based on valuation of PSU at 17 December 2009 being the

day on which MEREP was approved by shareholders The fair value at this date has been estimated using

discounted cash flow method For the purpose of calculating the PSU-related compensation in Appendix above

Macquarie has assumed that all PSU5 will vest except where it is known that PSU lapsed dunng the period

The following key assumptions were adopted in estimating the value of the PSUs granted in respect of the 2009

year

risk tree interest rate 5.24 per cent per annum

expected life of PSU years

forecast dlvklend yield 3.47 per cent per annum

There were no PSU5 granted during the 12 months to 31 March2009

Options

Option holdings of Key Management Personnel and their related parties

The following table sets out details of options held during the year for the Key Management Personnel including

their related parties The options are over fully paid unissued ordinary shares of Macquarie Group Umited

Number

Options not of options

able to be fleld able Number

Number Options exercised to be of options Number

of options exercised due to exercised vested of options

held at during the performance at 31 during the vested at

April financial hurdles not Other March financial 31 March

Name and position 20e9 year
met ohs

ngas
2010

year
2010

Executive Directors

NW Moore 776634 48334 04.799 623501 56668 223333 595475

Non-Executive Directors

D.S.Clarke

M.J Hawker

P.M.Kaby

C.B Uvegstone

l-t.K.McCann

JR Niland

H.M.Nugent

P.l-t.Wame

Executives

S.D .6Jlen 218725 218725 90.303

Caraprat 550567 89786 460781 40604 128993

A.J Downe 426334 56666 28334 341334 16668 78333 97.752

R.S Laidlaw 372374 24449 347925 70974 133600 75792

P.J Maher 135001 18333 13334 103334 8334 26667 115739

W.R.Sheppasd 224334 30000 33334 161.000 16668 65000 66688

G.C Ward 156834 13334 20000 123500 10000 40000 90538

S.Wikramanayake 178275 178275 36591 58119

Former

LG Cox 32265 6081 26184

N.R.Minogue 170834 23332 1100836 46666 11668 46666 42535

Or date of appointment if later

Performance hurdles for options issued on or after 30 June 2006 and vesting at July 2009 were not

achieved and therefore the options did not vest These options were not exercisable and the related expense

previously recognised on these option grants were reversed in the pnor year
The value of those options that

lapsed calculated on July 2009 was $nil

Indudes vested options sold under facility provided by an external party unless otherwise noted

Or date of retirement if earter

Includes options that were granted as part of remuneration in prior financial years

Mr Hawker was appointed to the Board on 22 March 2010 The opening balance on April2009 represents

holdings at the date of appointment

Mr Allen was appointed to the Executise CommIttee on 28 September 2009 The opening balance at April

2009 represents holdings at date of appointment

Mr Ccx rwthed from the Board on 29 July 2009 whereupon 87052 unvested options lapsed Balance at

31 March 2010 represents holdings at date of retirement

Mr Minogue retired from the Executive Committee on 30 November2009 whereupon 9083 unvested options

lapsed Balance at 31 March 2010 represents holdings at date of retirement

Fortheyearended3l March2010

Value of

options

granted

as part of

remuneration

and that are

exercised or

sold during the

finenciel year

117 118



Macquaro Grow Lreied and is s.Csdaran 2010 kviual Rapari macqarne corn au

Directors Report Remuneration Report
for the financial year ended 31 March 2010

continued

Options

Option holdings of Key Management Personnel and their related parties continued

The following table sets out details of options held during the year for the Key Management Personnel including

their related parties The options are over fully paid unissued ordinary shares of Macquarie Group Umited

For the year ended 31 March 2009

Value of

options

granted

as part of

Number remuneration

Number of options Number and that are

of options vested of options exercised or

held at duflng the vested at sold during

Other 31 March financIal 31 March the financial

changes 2009 year 2009 year

dlat bI Cl

Executive Directors

L.G Ccix 32265 32265 7754 15227

NW Moore 532734 243900 776634 158333 214999

Non-Executive Directors

D.S.Clarke

P.M.lorby

C.B LMngstone

H.KMcCann

J.R.Nilarid

H.M.Nugent

P.l-l.Wame

Executives

Carapatt 383067 200000 32500 550567 120889 88389 625300

A.J Downe 248334 178000 426334 73333 89999

R.S Laidlawe 247725 135000 10351 372374 62586 87075 137151

P.J Maher 85001 50000 135001 31667 31667

NP Minogue 118334 52500 170834 36666 48332

WA Sheppard 193334 51000 20000 224334 48334 81666 432800

G.C Wad 103334 53500 156834 33334 43334

Wikramanayake 107575 80000 9300 178275 30828 21528 128247

Former

A.E Moss fl 670400 670400 170400

J.K Burkegj 224678 173012 51666 70000 51666 1304555

Or date of appointment if later

Includes vested options sold under facility provided by an external party unless otherwise noted

Or date Of retirement it earter

Includes
options that were granted as part of remuneration in

prior
financial years

Mr Laidlaw arid Ms Wikramanayake were appointed to the Executive Committee on 10 June 2008 The

opening balance ati April 2008 represents holdings at date of appointment Movements are from this date

Mr Moss retired from the Board and the Executive Committee on 24 May 2008

Mr Burke retired from the Executive Committee on 26 February 2009 whereupon 108334 unvested options

lapsed

Details of options granted and their fair value at grant date

There were no options issued to Key Management Personnel during the current fina ncial year

For the year ended 31 March 2009

Value of

options

granted as

Fair
part of Dateflrst

Number of Options value at remuneration tranche

Date options options exercise grant duflng the can be

Name and position granted granted price date exercised Espiry date

Executive Directors

NW Moore 15 August2008 243900 53.91 10.74 2619486 July 2010 15 August 2013

Executives

Carapiet 15 August 2008 200000 53.91 10.74 2148000 July 2010 15 August 2013

A.J Downe lSAugust2008 178000 53.91 10.74 1911720 July2010 l5August2Ol3

RS Ladlaw l5August200ti 135000 53.91 10.74 1449900 July2010 lSAuguat2Ol3

RJ Maher lsAugust 2008 50000 53.91 10.74 537000 July2010 15August2Ol3

NP Minogue 15August2008 52500 53.91 10.74 563850 July2010 l5August2OlS

WA Sheppard 15 August 2008 51000 53.91 10.74 547740 July2010 15 August 2013

G.C.Ward l5August2008 53500 53.91 10.74 574590 July2010 l5August2Ol3

Refer to notes on fair value below

Macquarie has adopted the fair value measurement provisions of MSB Share Based Payment for all options

granted to Key Management Personnel The fair value of such grants is being amortised and disclosed as part of

each Key Management Persons remuneration on straight line basis over the vesting period

Performance hurdles attached to the options issued to the Key Management Personnel are not taken into

account when determining the fair value of the option at grant date Instead these vesting conditions are taken

into account by adjusting the number of equity instruments expected to vest For the purpose of calculating the

options-related compensation in Appendis above Macquarre has assumed that all options will vest except

where it is known that an option lapsed during the period

The fair value of each option is estimated on the date of grant using trinomial option pricing framework The

following key assumptions were adopted for grants made in 2009

risk free interest rate 6.77
per

cent weighted average

expected lit of options four years

volatility of share price 24
per

cent
per annum

dividend yield 3.47 per cent per annum

119 120
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Directors Report Remuneration Report
for the financial year ended 31 March 2010
continued

Number of options Number of shares

exercised during issued on exercise Exercise price

the financial
year of options paid in full per share

fed

Executives

N.W Moore

G.C Ward

48334

13334

48334

13334

32.26

33.11

For the year ended 31 March 2009

Name and position

Number of options

exercised during

the financial
year

Number of shares

issued on exercise

of options

Exercise price

paid in full per share

Executives

Carapiet 32500 32500 33.11

R.S Laidlaw 10351 10351 32.75

Wikramanayake 9300 9300 32.28

$000 $ooo $ooo $ooo
Total for Key Management 2010 42861 3045 31691 11
Personnelandtheir 2009 62518 4512 42861 10

parties

Total for Key Management

Personnal

2010

2009

22729

44506

863

2504

12422

22729

other financial ins trument Iran sactions are mad by Macquarie the ordinanj course of busin ess with

Certain loans are provided under zero cost collar facilities secured over Macquarre Group Umited shares under
normal terms and conditions consistent with other customers and employees

Key Management Personnel including their related parties with loans above $100000 at any time
during the financial yeac

For the year ended 31 March 2010

Balance at Interest

April 2009 charged Write-down

$000 nnn$000 $000
Executive Directors

N.M 5313 330 5274 5313
Non-Executive Directors

Clarkeb 37290 2700 26160 38975
Executives

R.S Laidlaw

All loans provided by Macquane to Directors and Executlses are made in the ordinary course of business on
an arms-length basis and are entered into under normal terms and conditions consistent with other customers
arid employees There have been no write downs or allowances for doubtful debts

Mr Clarke sought and was granted leave from 27 November 2008 to 30 August 2009

Ordinary shares issued as result of the exercise of options by Key Management Personnel during the

year

Fortheyearended3l March2010

Name and position

macquane corn an

Appendix Loan disclosures

Loans to Key Management Personnel

Details of loans proaded by Macquane to Key Management Personnel and thaw related parties are disclosed in

the following tables

Opening Closing Number in

balance at Interest balance at group
April charged Write-down 31 March 31 March

Name and position

Balance at

31 March HIghest In

2010 period
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Directors Report Remuneration Report

for the financial year ended 31 March 2010
continued

Name and position

Key Managenient Personnel including their related parties with loans above $100000 at any time during

the financial year continued

For the year ended 31 March 2009

April 2008 charged Write-down 31 March period

2009

$000__ $ooo $ooo $ooo $000

Executive DIrectors

N.M Moore 12259 376 5313 12570

Non-Executive Directors

D.S Clarkec 34826 3352 37290 37798

Executives

A.J Downe 1.847 105 1847

R.S Laidlaw 238 10 238 238

P.J Maher 4912 499 20 5572

NIl Minogue 4249 42 4339

S.C Ward 4406 127 4406

Appendix Other disclosures

Other transactions and balances of Key Management Personnel and their related parties

The following Key Management Personnal have acquired Infrastructure Bonds and simiar products from

controlled entities within Macquane which have been financed with limited recourse loans and are subject to

forward sale agreements The loan repayments and proceeds arisIng from the forward sale agreements are

subject to legal right of set-off and as such are not recognised for financial reporting purposes The only

amounts recognised by the economic entity in respect of these transactions are the annual payments from the

relevant Key Management Personnel which are brought to account as fee revenue These transactions have been

undertaken on terms and conditions consistent with other customers and employees

Consolidated Consolidated

2010 2009

$000 $oOO

Or date of appointment if later

il loans provided by Macquane to Directors and Executives are made in the ordinary course of business on

an anns-length basis and are entered into under normal terms and conditions consistent with other customers

and employees There have been no write-downs or allowances for doubtful debts

Mr Clarke sought and was granted leave from 27 November 2008 to 30 August 2009

Mr Laidlaw was appointed to The Execufrve Committee on 10 June 2008 The balance at April 2008

represents holdings at date of appointment Movements are from this date

Total annual contributions from Key Management Personnel and their related parties

of Infrastructure Bonds and similar

The annual contributions in respect of Infrastructure Bonds and antI ar products relate to the following

Key Management Personnel

Executive Directors

NW Moore

Non-Execuffve Directors

P.M Kby

Executives

S.D Jlen 2010 only Caraptet A.J Downe R.S Lwdlaw RJ Maher W.R Sheppard G.C Ward and

Wikramanayake 2010 only

Former

LG Cox NIl Minogue
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Directors Report

for the financial year ended 31 March 2010

continued

The following Key Management Personnel including related parties have entered into zero cost collar transactions

with Macquart and other non relsted entities in respect of Macquarie ordirary shares This hss the effect of

acquiring cash settled put options against movements in the Macquart share price below current levels and

disposing of the benefit of any share price
movement above the nominated level

Number of Number of

shams shares

2010 2009Name and posItion Description

Non-Executive DIrectors

D.S.Clarke Mstunng May2009

Maturing August 2009

MaturingJune2olo 213517

361163

25196

213517

Executives

A.J Downe Maturing July 2010 21905

All other transactions with Key Management Personnel including their personally related parties were conducted

on an arms-length basis in the ordinary course of business and under normal terms and conditions for customers

and employees These transactions were trivial or domestic lo nature and consisted principally of normal personal

banking and financial investment services

This is the end of fhe Remuneration Report

Voting Directors equity participation

At 29 April 2010 the Voting Directors have relevant interests as notified by the Voting Directors to the ASX
in accordance with the Corporations Act 2001 0th the Act in the fotowing shares and share options of

Macquarie

Fully paid

ordinary shares Share options RSUs held PSIJs held

heldat

29 Mill 2010

heldat

29 Mill 20101

inthe

MEREP
inthe

MEREP2

D.S Clarke 272576

NW Moore 1245745 728300 466460 38300

M.J Hawker 4103

P.M Krby 23198

C.B Uvingstone 12000

H.K Mccann 13485

JR Nfiand 10122

H.M Nugent 13006

PH Wame 15821

These share options were issued pursuant to the Macquarie Group Employee Share Option Plan and are

subject to the exercise conditions applying to grants of options to Executive Directors as described in note 36
Employee equity participation

These RSUs and PStJs were issued pursuant to the Macquarie Group Employee Retained Equity Plan and are

subject to the vesting forfeiture and other conditions applying to grants of awards to Executive Directors as

described in note 36 Employee equity participation

During the tnancial
year Voting Directors received daidends relating to their sharehoklings in Macquane Group at

the same rate as other shareholders

The relevant interests of Voting Directors as at 29 April 2010 in managed investment schemes made available

by subsidiaries of Macquarie Group other disclosable interests and contracts that confer right to call for or

deliver shares in Macquaiie Group are listed on page 129
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Directors Report

for the financial year ended 31 March 2010

continued

Directors and Officers indemnification and

insurance

Under Macquaries Constitution Macquarie indemnities

aN past and present Directors and Secretaries of

Macquane ncluding at this time the Voting Directors

named in this report and the Secretaries and its

wtioy-owned subsidiaries against certain liabilities

and costs incurred by them in thefr respective

capacities The indemnity covers the following liabilities

and legal costs subject to the exclusions descnbed

below

every liablity incurred by the person in their

respective capacity

all legal costs incurred in defending or resisting or

otherwise in connection with proceedings in which

the person becomes involved because of their

respective capacity

legal costs incurred by the person in good faith

in obtaining legal advice on issues relevant to

the performance and discharge of their duties

as an officer of Macquane or of wholly-owned

subsidiary of Macquarie if that has been approved

in accordance with Macquarie policy

This indemnity does not apply to the extent that

Maoquarie is forbidden by law from indemnifying the

person against the liability or legal costs or

an indemnity by Macquarie of the person against

the liability or legal costs it

given
wouki be made

void by law

Macquane has also entered into Deed of Access

Indemnity Insurance and Disclosure Deed with each

of the Voting Directors Under the Deed Macquarte

inter afia agrees to

indemnify the Voting Director to the full extent of the

indemnity given in relation to officers of Macquane

under- its Constitution in force from time to time

take out and maintain an insurance policy against

liabilities incurred by the Voting Director acting as an

officer of Macquarie or wholly-owned subsidiary

of Macquarie or acting as an officer of another

company at the specific request of Macquane

or wholly-owned subadiary of Macquarie The

insurance policy must be in an amount and on

terms and conditions appropnate for reasonably

prudent company in Macqueries position The

insurance policy must also be maintained for seven

years after the Voting Director ceases to be Voting

Director or until any proceedings commenced

during that period have been finally resolved

ncluding any appeal proceedings

grant access to the Voting Director to all company

papers including Board papers and other

documents of Macquarie or subsidiary

In addition Macquarie made an Indemnity and

Insurance Deed Poll on 12 September 2007 Deed
Poll The benefit of the undertakings made by

Macquarie under the Deed Poll have been given to

each of the Directors Secretaries persons involved

in the management and certain other persons of

Macquarie its wholly-owned subsidiaries and other

companies where the person is acting as such at

the specific request of Macquane or wholly-owned

subsidiary of Macquarie The Deed Poll provides for

the same indemnity and insurance arrangements for

those persons with the benefit of the Deed Poll as

for the Deed of Indemnity Access Insurance and

Disclosure described above However- the Deed Poll

does not provide for access to company documents of

Macquarie or any subsidiary of Macquarie

The indemnities and insurance arrangements

provided for under the Macquarie Constitution the

Deed and the Deed Poll are broadly consistent

with the corresponding indemnities and insurance

arrangements provided under the Macquarie Bank

Constitution and deeds entered into by Macquarie

Bank and were adopted by Macquarie upon the

consolidated entity restructure under which Macquarie

replaced Macquarie Bank as the parent company of

the Group

Macquarie maintains Directors and Officers

insurance policy that provides cover for each person

in favour of whom such insurance is required to be

taken out under the Deed and the Deed Poll and for

Macquarie in indemnifying such persons pursuant

to the Deed and the Deed Poll Relevant individuals

pay the premium attributable to the direct coverage

under the policy and Macquane pays
the premium

attributable to the company reimbursement coverage

under the policy The Directors and Officers insurance

policy prohibits disclosure of the premium payable

under the policy and the nature of the liabilities insured

Directors interests and benefits

number of Directors have given written notices

stating that they hold office in specified companies

and accordingly are regarded as having relevant

interest in any contract or proposed contract that

may be made between Macquarie and any of these

companies Transactions between Macquarie and any

of these companies are on normal commercial terms

and conditions

Other than any benefit that may have been derived

from loans and other financial instrument transactions

provided by and to Macquarts or related entity and

any amounts received in respect of previously accrued

remuneration no Director has during the financial

year and the period to the date of this report become

entit led to receive any benefit other than benefit

included in the
aggregate amount of emoluments

received or due and receivable by Directors shown in

this Report or the fixed salary of full-time employee

of Macquarie or of related entity by reason of

contract made by Macquarie or related entity

with the Director or with firm of which he/she is

member or with an entity in which he/she has

substantial financial interest

Share options

Information on Macquarietr share option scheme

options granted and shares issued as resut of the

exercise of options during or since the end of the

financial year is contained in note 36 to the full financial

report Employee equity participation

No person holding an option has or had by virtue of

the option right to participate in share issue of

any other
corporation No unissued shares other than

those referred to above are under option as at the

date of this report
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Directors Report

for the financial year ended 31 March 2010
continued

Voting Directors other relevant interests

The relevant interests of Voting Directors as at 29 April 2010 in managed investment sohemes made available by

subsidiaries of Maoquarie and other disclosable relevant interests are listed in the table below

Name and poaition Direct interests Indirect interest

Non-Executive Voting Directors

D.S Clarke 213517 Cash Settled Put Options

Executive Voting Directors

N.W Moore 483674 Macquane Global 200000 Macquafle Technology Fund

Infrastructure Fund units 1A ordinary shares

5000000 Macquarie Refiexion Trust 64177 Macquarie Global Infrastructure

June 2006 units Fund unts

50000 Macquarie Nine Film 362382 Macquarie Global

Television Investment Fund ordinary Infrastructure Fund Ill units

tam5
201659 Macquarie Cash Management50 Macquarie limber Land Trust 2004 Trust units

units

75 Macquarie limber Land Trust 2006

units

1637618 Macquarte Global

Infrastructure Fund Ill units

Independent Voting Directors

M.J Hawker 1000 Macquarie Convertible

Preference Securities

16893 Macquarie Wrap Cash Account

units

PM Kirby

C.B Uvingstone 18813 Charter Hall Retail RBT units

H.K McCann 103000 Macquash Martin Place Trust

units

112415 Charter Hal Retell REIT units

JR Niland

H.M Nugent

PH Warne 70418 Charter Hell Retai REIT units

company in which Mr Clarke has relevant interest entered into Zero Cost Collar transaction with Mscquarie
Bank Umited in respect of 213517 Macquarie ordinary shares which had the effect of acquiring cash-settled

put options against movements in the Macquarie ordinary share price below the then current share price over the

period from 15 June2005 for the period to 14 June 2010 in respect of those shares

The above transaction does not relate to Macquarie ordinary shares in respect of which the relevant pemons are

not permitted by Macquarie policy to minfrnlae their equity risk

Environmental regulations

The consolidated entity has policies and procedures

in place that are designed to ensure that where

operations are subject to any particular and

significant environmental regulation under law of

the Commonweaith or of State or Territory those

obligations are identified and appropriately addressed

The Voting Directors have determined that there has

not been any material breach of those obligations

during the financial year

Nonaudit services

Details of the amounts paid or payable to the auditor

of the consolidated entity PricewaterhouseCoopers

PwC and its related practices for nonaudit services

provided during the year is disdosed in note 44 to the

full financial report Audit and other services provided

byPwC

The consolidated entitys extemal auditor policy which

is discussed in the Corporate Govemance Statement

states that the extemal auditor is not to provide

nonaudit services under which the auditor assumes

the role of management becomes an advocate for

the consolidated entity or audits its own professional

expertise The poicy also provides that significant

permissible nonaudit assignments awarded to

extemat auditors must be approved in advance by the

Board Audit and Compliance Committee BACC or the

BACC Chairman as appropriate

The BACC has reviewed summary of nonaudit

services provided during the
year by PwC and its

related practices and has confirmed that the provision

of nonaudit services is compatible with the general

standard of independence for auditors imposed by

the Corporations Act 2001 Cth the Act This has

been formally advised to the Board of Directors

Consequentt the Voting Directors are satisfied that the

provision of nonaudit services during the year by the

auditor and its related practices did not compromise
the auditor independence requirements ot the Act

Auditors independence declaration

copy of the auditory independence declaration as

required under section 3C7C of the Act is set out in

the Directors Report Schedule
following this report

Rounding of amounts

In accordance with Austrakan Securitlas Investments

Commission Class Crder 98/0100 as amended
amounts in the full Financial Report and Concise

Report have been rounded off to the nearest million

dollars unless otherwise indicated

This report is made in accordance with resolution of

the Voting Directors

David Clarke AO
Non-Executive Director and

Chairman

Nicholas Moore

Managing Director and

Chief Executive Dfficer

Sydney

29 April2010
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for the financial year ended 31 March 2010

continued

Directors experience and special responsibilities

David Clarke AO BEc Hons Hon DScEcon

Sycfl MBA Harv age 68

Non-Executive Chairman joined the Board in

August 2007 granted leave from 27 November2008

to 30 August 2009

ChaArnan Board Nominating Committee

Member Board Remuneration Committee

Member Board Risk Committee

David Clarke has been Non-Executive Chairman of

Macquarie Group Limited since August 2007 and

Non Executive Chairman of Macquaiie Batik Limited

Macquarie Bank since April 2007 He was Executive

Chairman of Macquarie Bank from its formation in

1985 until 31 March 2007 when he ceased executive

duties From 1971 to 1977 he was Joint Managing

Director of Hill Samuel Australia Limited predecessor

to Macquarie Bank from 1977 to 1984 Managing

Director and from 1984 Executive Chairman He is

member of the Investment Advisory Committee of the

Australian Olympic Foundation and the Bloomberg

Asia Pacific Advisory Board He is also member

of Council of the Royal Agricultural Sociely of NSW
and an honorary ilfe member of the Financial Markets

Foundation for Children He was previously Chairman

of Australian Vintage Limited November 1991 to

July 2009 Goodman Group October 2000 to July

2009 and the management companies of Macquarie

ProLogis Trust June 1987 to March 2007 Macquarie

Office Trust June 1987 to March 2007 and Macquarie

CountryWide Trust June 1995 to March 2007 Mr

Clarke is resident of New South Wales

Nicholas Moore BCom LLB UNSW FCA

age 51

Managing Director and Chief Executive Officer since

May 2008

Executive Voting Director joined the Board in

February 2008

Member Board Risk Committee

Nicholas Moore joined the Corporate Services

DMsion of Macquarie Bank in 1986 He led range of

transactions including Hills Motorway which led the

development of Macquaries infrastructure business

In 1998 Mr Moore was appointed Heed of the Project

and Structured Finance Divrson In 1998 he was

appointed Heed of the Asset and Infrastructure Group

and then Head of the Investment Banking Group

predecessor to Macquarie Capital on its inception

in 2001 In this role he oversaw significant growth in

Macquarie Capitats net income through the global

growth of the advisory fund management financing

and securities businesses Mr Moore is also an

Executive Voting Director of Macquarie Bank since

May 2008 Currently he is Chairman of Police and

Community Youth Clubs NSW Limited Director of

the Centre for Independent Studies and Chairman

of the University of NSW Business School Advisory

Council He was Director of Macquarie Infrastructure

Group January 1996 to April 2008 Macqusrie

Capital Alliance Group August 2003 to April 2008
and Macquane Media Group September 2005 to ApnI

2008 Mr Moore is resident of New South Wales

Michael Hawker BSc Sydney FAICD FAIM SF
Fin age 50

Independent Voting Director since 22 March 2010

Member Board Risk Committee

Michael Hawker was Chief Executive Officer and

Managing Director of Insurance Australia Group from

2001 to 2008 From 1995 to 2001 he was with

Westpac where his roles included Group Executive

of Business and Consumer Banking and General

Manager of Financial Markets Prior to this he held

number of roles with Citibank including Deputy

Managing Director for Australia and subsequently

Executive Director Head of Denvatrves Europe

Currently Mr Hawker is an Independent Voting Director

of Macquarie Bank ance March 2010 and he serves

ass Director of Aviva Plc Group the largest insurance

provider in the UK the Australian Rugby Union and

the Sydney University Football Club Foundation He

is also member of the Advisory Board to GEMS
Hong-Kong based private equity firm He was

previously President of the Insurance Council of

Australia Chairman of the Australian Financial Markets

Association board member of the Geneva Association

member of the Financial Sector Advisory Council

and is the founder of the Australian Business in the

Community Network Mr Hawker is resident of the

United Kingdom

Peter Kirby BEc Rhodes BEc Hons NataO
MA Manch MBA Wlits age 62

Independent Voting Director joined the Board in

August 2007

Member Board Audit and Compliance Committee

Member Board Corporate Governance Committee

Member Board Risk Committee

Peter Kirby joined
the Board of Macquane Bank as an

Independent Voting Director in June 2003 Mr Kirby

was the Managing Dbactor and Chief Executrve Officer

of CSR Umited from 1998 to March 2003 He was

also member of the Board of the Business Council

of Australia from 2001 to 2003 Mr Kirby received the

Centenary Medal in 2003 Prior to joining CSR he

was with the Imperial Chemical lndustnes PLC group

ICI for 25
years

in variety of senior management

positions around the world including Chairman/CEO

of ICI Paints responsible for the groups coatings

businesses worldwide and member of the Executive

Board of ICI PLC with responsibility for ICI Americas

and the western hemisphere Mr Kirby isa Drector

of Orica Limited since July 2003 and the Beacon

Foundation He is former Chairman and Director of

Medibank Private Limited Mr Kirby is resident of

Victoria
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continued

Catherine Livingatone AO BA Mona
Macquane HonDBus Macquane HonDSc

Murdoch FCA FTSE age 54

Independent Voting Director -joined the Board in

August 2007

Chairman Board Audit and Compliance Committee

Member Board Nominating Committee

Member Board Risk Committee

Catherine Lidngstone joined the Board of Macqueue

Bank as an Independent Voting Director in November

2003 Ms LMngstone was the Managing Director of

Cochlear Limited from 1994 to 2000 Prior to that

she was the Chief Executive Finance at Nucleus

Limited and before that held variety of finance and

accounting roles including having been with chartered

accountants Price Waterhouse for several years

Ms Livingstone was also previously Chairman of the

CSIRO and Director of Goodman Fielder Limited

and Rural Press Limited Ms LMngstone was awarded

the Centenary Medal in 2003 for service to Australian

Society in Business Leadership and was elected

Fellow of the Australian Academy of Technological

Sciences and Engineering in 2002 Currently she is

Chairman of Telstra Corporation Limited Director since

November 2000 and Chairman since May 2009 She

is also Director of WorteyParsons Limited since June

2007 and Future Directions International Pty Limited

and is member of the New South Wales Innovation

Council Ms Lstngstone is resident of New South

Wales

Kevin McCann AM BA LLB Hons Syd LIM

Harv FAICI age 69

Acting Chairman from 27 November2008 to 30

August2009

Independent Voting Director joined the Board in

August 2007

Lead Independent Voting Director

Chairman Board Corporate Governance Committee

Member Board Audit and Compliance Committee

Member Board Risk Committee

Kevin McCann joined the Board of Macquarie Bank

as an Independent Voting Director in December 1996

Currently he is Chairman of Origin Energy Limited

since February 2000 and the Sydney Harbour

Federation Trust Director of BlueScope Steel Limited

since May 2002 and member of the Council of

the National Library of Australia the Sydney Harbour

Conservancy Board the University of Sydney Senate

and the Evans and Partners Advisory Board He is

also NSW President Chairman of the Corporate

Governance Committee and board member of the

Australian Institute of Company Directors Mr McCann

was Partner from 1970 to 2004 and Chairman of

/silens Arthur Robinson leading firm of Australian

lawyers He practiced as commercial lawyer

specialising in Mergers and Acquisitions Mineral and

Resources Law and Capital Markets Transactions He

was also Chairman of Tnako Resources Limited April

1999 to September 2006 and Healthscope Limited

March 1994 to October 2008 and is fumier marribur

of the Takeovers Panel in Australia Mr McCann is

resident of New South Wales

John Niland AC BCom MCom HonDSc

UNSW PhD Illinois DUniv SCU FAICD age 69

Independent Voting Director joined the Board in

August2007

Member Board Corporate Governance Committee

Member Board Remuneration Committee

Member Board Risk Committee

John Niland joined the Board of Macquane Bank as

an Independent Voting Director in February 2003 Dr

Niland is Professor Emeritus of the University of New
South Wales UNSV and was Vice-Chancellor and

President of UNSW from 1992 to 2002 Before that

he was the Dean of the Faculty of Commerce and

Economics Dr Niland is former Chief Executive of

the State Pollution Control Commission and Executive

Chairman of the Environment Protection Authority He

has served on the Australian Universities Council the

Prime Ministers Science Engineering and Innovation

Coundf and the Boards of the Centennial Park and

Moore Park Trust realestatecom.au Limited St

VincanVs Hospital the Sydney Symphony Orchestra

Foundation and the Sydney Olympic bluEs Building

Commission He is former President of the National

Trust of Australia NSVV He is cunantly Chaluman of

Campus Living Funds Management Limited and is also

member of the University Grants Committee of Hong

Kong and Deputy Chairman of the Board of Trustees

of Singapore Management University Dr Niland isa

resident of New South Wales

Helen Nugent AO BA Hons PhD Old MBA
Harv HonDBus QId age 61

Independent Voting Director joined the Board in

August 2007

Chairman Board Remuneration Committee

Member Board Nominating Committee

Member Board Risk Committee

Helen Nugent joined the Board of Macquarre Bank

as an Independent Voting Director in June 1999

CurrenUt she is Chairman of Funds SA and Swiss

Re Life and Health Australia Limited She is also

Director of Origin Energy Limited since March 2003

and Freehills Previously she was involved in the

financial services sector as Director of Strategy at

Westpac Banking Corporation 1994 to 1999 and

Non Executive Director of the State Bank of New
South Wales 1993 to 1994 and Mercantile Mutual

1992 to 1994 In addition she was previously

Chairman of Hudson Australia and New Zealand

and Director of UNiTAB July 1999 to October

2006 Carter Holt Harvey May 2003 to June 2006
and Australia Post She has also been Partner

at McKinsey and Company She has been actively

involved in the arts and education In the arts she

is Director of the National Portrait Gallery and was

formerly Deputy Chabman of the Australia Council

Chairman of the Mor Performing Arts Board of

the Australa Council Chairman of the Ministerial

Inquiry into the Major Performing Arts and Deputy

Chalrman of Opera Australia In education she is

currently Chancellor of Bond University and was

member of the Bradley Review into Higher Education

and Professor in Management and Director of the

MBA Program at the Australian Graduate School of

Management Dr Nugent is resident of New South

Wales
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Peter Warne BA Macquane age 54

Independent Voting Director joined the Board in

August2007

Chairman Board Risk Committee

Member Board Audit and Compliance Committee

Member Board Remuneration Committee

Peter Wame joined the Board of Macquane Bank as

an Independent Voting Director in July 2007 Mr Warne

was Head of Bankers Trust Australia Umited BTALI

Financial Markets Group from 1988 to 1999 Prior

to this he held number of roles at BTAL He was

Director and Deputy Chainnan of the Sydney Futures

Exchange SFE from 1995 to 1999 end Direutor

from 2000 to 2006 Wren the SFE merged with

the Australian Securities Exchange in July 2006 he

became Diector of ASX Umited Currently Mr Wame

is on the board of other listed entities as Chairman of

ALE Property Group since September 2003 and

Director currently Acting Chairman of WHK Group

Lshited since May 2007 He is also Deputy Chairman

of Capital Markets CRC Umited and Director of Next

Rnancal Umited Mr Wame is Director of Securities

Research Centre of Asia Pacific Umited and member
of the Advisory Board of the Australian Office of

Financial Management He is former Director of

Macquarie Capital AJliance Group February 2005

to June2007 and former Chairman and Director

of TEYS Umited Director from October2007 and

Chalrrnan from
July

2008 to June 2009 Mr Warne is

resident of New South Wales

Company secretaries qualifications and

experience

Dennis Leong BSc BE Hons Syd MCom

UNSW CPA FCIS

Company Secretary since 12 October2006

Dennis Leong is an Executive Director of Macquarie

and Head of Macquarie Company Secretariat

Division which responsible for the Groups corrlpsny

secretarial requirements professional risks insurances

and employee equity plans He has had over 16

years company secretariat experience and 12 years

experience in corporate finance at Macquarie and Hill

Samuel Australia Umited

Paula Walsh ACIS

Assistant Company Secretary since 29 May 2008

Paula Walsh is Division Director of Macqusrie She

has over 22
years company secretarial experience

with 24 years service with British Telecommunications

PLC where amongst other roles she was Head of

Corporate Governance Asia Pacific until joining

Mscquarie in May 2007

Nigel Donnelly BEc LLB Hoes Macquane

Assistant Company Secretary since 30 October 2008

Nigel Donnelly is an Associate Director of Macquarie

and has over 10 years expenence ass solicitor He

joirind Mauquarie in April 2006 and was previously

Senior Associate at Mailesons Stephen Jsques with

general corporate advisory and corporate governance

focus

Auditors Independence Declaration

As lead auditor for the audit of Macquane Group Limited

for the year ended 31 March 2010 dedare that to the

best of my knowledge and bet ef there have been

no contraventions of the auditor independence

requirements of the Corporations Act 2001 in relation to

the audit and

bl no contraventions of
any applicable code of

professional conduct in relation to the audit

This declaration is in respect of Macquane Group Umited

arid the entities it controlled during the penod

DH Armstrong

Partner

PncewaterhouseCoopers

Sydney

29Apdl2OlO

liability limited by schenie approved under Profeasiona

standards Legidation
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Income statements

ftuuruid Report macquarre con vu

for the financial year ended 31 March 2010

Consolidated Consotdated Company Company

2010 2009 2010 2009

Notes

Interest and smiler income

Sm $m Sm

Interest and similar

4591 6420 453 842

expense charges 3511 5482 456 839
Net interest income/expense

Fee and

1080 938

Net

3721 4045

1299 1157

Qosses/proflts of associates and

venturesloint using the equity

method 230 74

Otheroperatingincomeandcharges

Net

768 688 385 12305
operating income/espense

Employment

6638 5526 382 12302

expenses

Brokerage and

3101 2359
expenses

Occupancy

645 685
expenses

Nonsalary

482 393
expenses 283 263

Other operating expenses

Total

833 837 20 29
operating expenses

Operating before income

5344 4537 28 38

Income tax

1294 989 354 12340
espensebenefit

from

201 15 12

Profit/loss ordinary activities after

incometax

Distributions paid or

1093 974 363 12328

Macquane Income Preferred Securities

Macquane Income Securities

45

Other

21 33
minority interests

Profit attributable to minority interests

14 25

43 103

attributable ordinary equity

holders of Mscquarle Group Limited 1050 871 363 12328

Basic share

Cents per share

per 320.2 309.6

Diluted earnings per share 317.4 308.6

The Financial Report was authodsed for Issue by the Directors on 29 April 2010

The consolidated entity has the power to amend and reissue the Financial ReporL



Statements of comprehensive income

for the financial year ended 31 March 2010

Consolidated Consohdatnd Company Company
2010 2009 2010 2009

Notes Sm Sm Sm Sm

Proflt/oss from ordinary activities after

inccmetaxforthefinancialyear 1093 974 363 12328

Other comprehensive income/expense

Available for sale investments net of tax 32 129 226

Cash flow hedges netof tax 32 178 251
Share of other comprehensive income/expense

of associates and Joint ventures net of tax 32 36 58

Exchange differences on translation of foreign

operations net of tax 242 21

Totei other comprehensive income/expense for

theitnaricialysiar 101 514

Total comprehensive incomelexpense for the

financial yew 1194 460 363 12.328

Total comprehensive income/expense for the

financial year is attnbutable to

Ordinary equity holders of Macquane Group

Limited 1107 321 363 12328

Macquarie Income Preferred Securities holders 73 73

Macquarie Jncome Secunties holders 21 33

Other minority interests 33

Total comprehensive lncomelexpense for the

financial year 1194 460

The Ebosv statements of comprehensAe fricome should be read in copfiinction with the acc

363

ompanying notes

12328
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Statements of financial position

as at 31 March 2010

Consolidated Consohdated Company Company

2010 2009 2010 2009

Notes Sm Sm Sm Sm

Msets

Cash and balances with central banks 141

Duefrombanks 8251 12271

Cash collateral on securities borrowed and

reverse repurchase agreements 7149 5096

Trading portfoho assets 12138 9260

Loariassetshaldatamortisedcost 10 44267 44751

Other financial assets at fair value through profit

or loss 12 9172 7910

Derivative financial instruments positive values 40 21561 27428

Other assets 13 13096 10640 104 95

Investment secunties available for sale 14 18221 18123

Intangible assets 15 1456 759

Life investment contracts and other unitholder

investment assets 16 4846 4314

Duefromsubsidianes 34 11643 10390

Interests in associates and joint ventures

accounted for using the equity method 17 3927 6123

Property plant and equipment 18 605 605

Investments in subsidiaries 19 13322 11391

Deferred income tax assets 20 1124 1186 56 368

Non-current assets and assets of disposal

groupsclassifiedashefdforsale 21 127 537

Total assets 145940 149144 25125 22244

Uabilities

Due to banks 22 9927 11858 6922 7393

Cash cot ateral on securities lent and

repurchase agreements 23 7490 3953

Trading portfolio liabilities 24 5432 2161

Derivative financial instruments negative values 40 21706 27371

Deposits 22484 21868 54 104

Debt issued at arriortised cost 25 42614 48270 3154

Other financial liabilities affair value through

profitorloss 26 4413 6203

Other liabilities 27 12679 10342

Current tax liabilities 119 187

Life investment contracts and other unitholder

liabilities 4864 4312

Duetosubsidiaries 34 2357 3919

Provisions 28 191 189

Deferred income tax liabilities 20 235

Liabilities of disposal groups classified as held

forsale 21 328

Totalllabilitiesexcludingloan capital 132163 137046 12496 11416

Loan capital

Macquarie Convertible Preference Secunties 593 591

Subordinated debt at amortised cost 916 1496

Subordinated debt at far value through profit

orloss 499 451

Total loan capital 30 2008 2538

Totalllabilities 134171 139584 12496 11416

Net assets 11769 9560 12829 10828

139 140
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Notes

Consolidated

2010

Sm

Consotidated

2009

Company

2010

Sm

Company

2009

Sm

Equity

Contributed equity

Ordinary share capital 31 6990 4906 9806 7729

Treasury shares 31 443 438
Exchangeableshares 31 137 116

Reserves 32 280 17 359 153

Retained earnings 32 4268 3627 2902 2946

Totai capital and reserves attnbutabe to ordinary

equity holders of Macquarie Group Limited 11232 8664 12629 10828

Minority interests

Macquarie Income Preferred Securities 32 67 398

Macquane Income Securities 32 391 391

Other minonty interests 32 79 107

Total equity 11769 9560 12629

The abore statements of financail position should be read conjunct ion with the notes

10828
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Statements of changes in equity

roacquane son as

for the financial year ended 31 March 2010

Contributed Retained
Minority Total

equity Reserves

Notes Sm Sm
earnings

Sm
Total

Sm
interests equity

Sm Sm

Balance

Consolidated

at April2008 4655 456

Total

3718 8829 1232 10061

expense/

incomeforthetnanciaiyear 550
Transactions with

871 321 139 460

equity in

their capacity holders

Contributions of
equity of

transaction costs 31 355

Dividends paid

355 355

Minonty interests

962 962 962

ions of

equity net of transaction 32
10 10

Financing Macquarie Income

Preferred Secunties 32

Distributions paid or provided

382 382

Other
103 103

Net movement on exchangeable

shares 31 17
Share based

17 17
payments 17 111 128 128

31 10 10 10

365 111

Baiance at 31 March 2009

962 486 475 961

5020 17

Total

3627 8664 896 9560

comprehensive Income for the

financial 57

Transactions

1050 1107 87 1194

equity holders in

their holdersequity

Contributions of equity

transaction costs 31 2066

lssueofsharestoMitREpTrust 31

2066 2066

438
Dividends paid

438 438

Minority interests

409 409 409

Contrjbutions/dsitnbutions of

equity net of transaction costs 32

Cancellation Macquane Income

Preferred Secunties 32

Distnbutions paid or provided

396 396

Other
43 43

Net movement on exchangeable

shares 21

Share based

21 21

payments 18 206

Netpurchaseoftreasuryshares

224 224

1664 206

Balance at 31 March 2010

409 1461 446 1015

141 142



Contributed Retained Minority Totaj

equity Reserves earnings Total interests equity

Notes Sm Sm Sm Sm Sm Sm

Company
Balance at Apnl 2008 7364 42 16231 23637 23637

Total comprehensive expense

income for the financial year 12328 12328 12328
Transactions with equity holders in

thair capacity as equity holders

Contributions of equity net of

transaction costs 31 348 348 348

Drvrdends pad 957 957 957
Other equity movements

Share based payments 17

365

111

111 957

128

481

128

481

Balance at 31 March2009 7729 153 2946 10828 10828

Total comprehenswe income for the

financial year 363 363 363

Transactions with equity holders in

thaw capacity as equity holders

Contributions of equity net of

transaction costs 31 2059 2059 2059

Issue of shares to MEREP Trust 31 438 438 438
Dredends paid 407 407 407

Other
equity movements

Share based payments 18 206 224 224

1639 206 407 1438 1438

Balance at 31 March2010 9368 359 2902 12629

The above statements of changes in equity shouki be react in confidncfion with the accompanying notes

12629
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Statements of cash flows

for the financial year ended 31 March 2010

Consolidated Consolidated Company Company
2010 289 2010 2009

Notes Sm Sm Sm Sm

Cash flows from operating activities

Interest received 4275 6077 453 842

Interest and other costs of finance paid 3672 549i 461 838
Dredends and distnbutions received 572 568 380 858

Fees and other non interest income

receved/pad 4470 4704

Fees and commissions paid 624 742
Net receipts from trading portfolio assets and

other financial assetsfiabilities 2626 4503

Payments to suppliers 1300 2089 12 36
Employment expenses pad 2862 4120
Incornetas paid 288 333 62 155
Life investment contract expense/income 137 265

Life investment contract premiums received and

other unitholder contributions 2295 3745

Life investment contract payments 3226 4201
Non-current assets and disposal groups

classified as heki for sale net receipts from

operations 265

Net loan assets repaid 336 3553 404 3231

Loan facility repaid to subsidiary 2551 5000

Recovery of loans prevously written off 19 10

Net decreaseiincrease in amounts due to

other financial institutions deposits and other

borrowings 8443 1555 2637 2633

Net cash flows used in/from operating sctMties 33 5959 5160 780 1632

Cash flows from Investing activities

Net payments for financial assets avalsble for

sale and at fair value through profit or loss 8141 3826
Payments for interests in associates 887 1411
Proceeds from the disposal of associates 622 444

Payments for the acquisition of assets and

disposal groups classified as hald for sale net

of cash acquired 103
Proceeds from tIre disposal of non-current

assets and disposal groups classified as held

for sale net of cash disposed 12 745

Net payments for/cash inflow from the

acquisition of subsidiaries exciuding disposal

groups net of cash acquired 309 65

Proceeds from the disposal of subsidiaries and

businesses escluding disposal groups net of

cash deconsolidated 437 3354

Payments for
life investment contracts and

other unitholder investment assets 5717 6950
Proceeds from the disposal of life investment

contracts and other unitholder investment

assets 6850 7208

Payments for property plant and equipment

and intangible assets 398 299
Proceeds from the disposal of property plant

and equipment 33

Proceeds from disposal of management rights 428

Injection of capital to subsidiary 8o5 8701

Net cash flows used in investing activities 7103 740 1805 870
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Notes to the financial statements

for the financial year ended 31 March 2010

Note Estimates and judgements are continually evaluated and

are based on histoncel expenence and other factors

Summary of significant accounting policies including reasonable expectations of future events

sasia eparation
Management believes the estimates used in preparing the

Itnancial report are reasonable Actual results in the future
The pnncipal accounting policies adopted in the may differ from those reported and themfore it is

preparation of this financial report and that of the previous reasonably possible on the basis of existing knowledge
financial year are set out balow These policies have been that outcomes within the next financial

year that are

consistently applied to
all the periods presented unless different from our assumptions and estimates could

otherwise stated
require an adlustment to the canlyng amounts of the

This finandal report is general purpose financial report
assets and liabilities reported

which has been prepared in accordance with Austmlian New Accounting Standards amendments to

Accounting Standards which includes Australian Accounting Standards and Interpretations that are not

Interpretations by virtue of MSB 1048
lnte.petaitvn and yet effective

4qo//cat/on of Standards and the
Coiporationa Act 2001 When new Accounting Standard is first adopted

Compliance with FF15 as lsaued by the IASB any change in accounting policy is accounted for in

Compliance with Australian Accounting Standards
accordance with the specific transitional provisions if any
otherwise retrospect rvelyensures that the financial report complies with

International Financial Reporting Standards IFRS as
The Companys and the consolidated entitys assessment

issued by the International Accounting Standards Board
of the

impact of the key new Accounting Standards

IASB Consequently this tnancial report has also bean amendments to Accounting Standards and Interpretations

prepared in accordance with and complies with IFRS as is set out below

issued by the lASS
AASB 2008-3 Business Combinations and MSB 127

Historical coat convention Consolidated and Separate Financial Statements

This financial report has bean prepared under the MSB 2008-3 Atnandmenfs to Ausfraitian Account/np
histoncal cost convention as modified by the revaluation Standards

ansing
from M58 and AASB 127 effective

of investment securities available for sale and certaln other for annual
reporting penods beginning on or sitar

July
assets and liabilities ncluding derivative instrumants at 2009 These standards amend the

accounting for certaln
fair value aspects of busthess combinations and changes in

Critical accounting estimates and significant
ownership interests in controlled entities Consequential

Judgemeeta amendments have bean made to MSB 128 Investments

in AssocIates and MSB 131 interests in Jo/nt VenturesThe
preparation of the financial report in conformity with

Changes include
Australian Accounting Standards requires the use of

certain critical accounting estimates It also requires
tranasction costs are recognised as an expanse at the

management to exercise judgenient in the process of acquisition date unless the cost relates to issuing debt

applying the accounting policies The notes to the financial

or equity secunties

statements set out areas invotang higher degree of contingent consideration is measured at fair value at the

judgernient or complexity or areas where assumptions are acquisition date allowing flora 12 month period post-

significant to Macquarie Group Umited and its subadiariea acquisition to affirm falr values without regard to the

the consolidated antity and the consolidated financial probability of having to make future payment and all

report such as subsequent changes in fair value are recognised in

profit
far value of assets and liabilities note 43

changes in control or elgnff cant infuence are
impairment of loan assets held at amortised cost

considered agnthcant economic events therebyinvestment securities available for sale associates

and toint ventures and held for sale investments
requiring ownership interests to be remeasured to thelr

notes xi sill 11 and 41.1
fair value and the garvloas recognised in

profit when
control of contrdled entity is gained or lost

acquisitions and disposals of aubadiaries associates

and joint ventures and assets and disposal groups
changes in parents ownership interest in

classified as held for sale notes 1i xyi 17 ig
controlled antity that do not resut in loss of control

and 21 e.g dilutionaiy gains are recognised directly in equity

determination of control of special-purpose entitles
disclosure of any restrictions on the

ability of associates

notes 11 10 and 25 to transfer funds to the consolidated entity in the form of

recoverability of deferred tax assets and provision for
cash dividands or repayment of loans or advances and

current and deferred income tax notes vyi and 20 disclosure of the consolidated entities share of the

and capital commitments of the jdnt vant urea themselves

Until future acquisitions take place that are accounted for

in accordance with revised MSB the impact on the

consolidated entity is not known The consolidated antity

will apply the amended standard from
April2010

Notes

Consolidated

2010

Sm

Consolidated Company

2009 2010

Sm Sm

Company

2009

Sm

Cash flows from financing sctivltiea

Proceedafromtheissueofordinaiyahares 1312 81 1312 81

Payments to minority interests 238 348
Repayment of subordinated debt 406 235
Issue of Macquane Convertible Preference

Securities 600

Payment of issue costa on Macquane

Convertible Preference Securities

Dividends and distributions peld 328 829 287 734
Net cash flows fronilused in financing activities 340 740 1025 662

Net decreaae/increase In caah and cash

equivalents 12722 3680

Cash and cash equivalents at the beginning of

the Itnanclal year 24495 20815

Cash and cash equlvaleets at the end of the

financialyear 33 11773 24496

The abaser statements of cash flows should be read/n conjUnction with the notes

2010 kweai Repsri wacquare cnn vu

goodwill and other dantitable intangible assets

notes 1x4
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AASB 2008-6 Further Amendments to AusfiraJjan

Accounting Standards

MSB 2008-6 FutherAmendments to Australian

Acccrraqting Standards arisaig from the Annual

Improvements Project effective for annual penods

onorafterl July2009

The amendments to MSB Ctscontrrued Operations and

PASB rust- ThneAdopllbn of Australian Equit a/ants to

International Financial iteportirrg Standards are part of the

lASSs annual improvements project published in May

2008 They clarity that all of subsidiarys assets and

liabilities are classified as held for sale if partial disposal

sale plan results in loss of control Relevant disclosures

should be made tor this subsidiary the def nit ion of

discontinued operation
is met The consolidated entity will

apply the amendments prospectively to all partial

disposals of subaldianes from April 2010

AASB 2009-4 FurtherAmendments toAustrailan

Accounting Standards

MSB 2009-4 Amendments to Australian Accountfrrg

Standards arialng from the Annual Improvements Project

effective for annual penods beginning on or after July

2009 The AASB has made amendments to PASS

Strare-baaedPayrnenf AASB 138 Intangible Assets and

PASS Interpretations Reassessment of Embedded

Oeraf/ves and 16 Hedges of tint Investment in

Fbman Operation as resut to the lASSs annual

improvements prqect The consolidaled entity will apply

the amennents from April 2010 Currently no

amustments are expected ass result 01 applying me

revised rules The impact of these on future transactions

will need to be assessed at the time of the transactions

AASB 2009-5 PutberAmendnents to Australian

Accounting Standards

PASS 2009-5 FistherAmendments to Australian

Accounting Standards analng from the Annual

Improvements Project eftectlae for annual periods

beginning on or after July 2010 In May 2009 the PASS

issued number of improvements to exating Austmtan

Accounting Standards The consolidated entity will apply

the resaed standards from Apnl 2011 The consolidated

entity does not expect that any adjustments will be

necessary as resut of applying the ressed rules

The impact on future transactions will need to be

assessed as they occur

AASB FinanctisJ Instruments

new standard was issued in December 2009 and is

mandatory for annual reporting periods beginning on or

after January 2013 it provides revised guidance on the

classification and measurement of financial assets which

is the first phase of muiti-phase pnayct to replace PASS

139 Fs-ranciaJ Instruments RecognitiOn and Measurement

Under the new guidance financial asset is to be

measured at amortised cost only it
it is held within

business rriodel whose objective is to collect contractual

cash flows and the contractual terms of the asset give nse

on specified dates to cash flows that are payments solely

of pmcipal and interest jon the principal amount

outstanding AJI other financial assets am to be rrieasured

at far value

Changes in the fair value of investments in equity

securities that am not part of trading activity may be

reported direcfy in equity but upon realisstion those

accumulated changes in value are not recycled to the

income statement Changes in the far value of all other

financial assets carried at falr value aw reported in the

income statement The consolidated entity is currently

assessing the impact ot the new standard and is likely

that sowe financial assets

camed at falr value through profit or loss e.g quoted

bonds outside of trading book will change to be camed

at smortised cost

carried at arnortised coat e.g beneficial interests will

change to be carried at falr value through profit or loss

containing embedded derivatlees e.g capital protected

products veil no longer be separated and the entire

product will change to be camed at falr value through

profit or loss

PASS must be initially applied in the financial year

beginning April 2013 with ashy adoption permitted

Upon adoption
the classification of financial asset must

he assessed based on the facts at the date of initial

application and that classification is to be applied

retrospectively

ii Principles of consolidation

Subsidiaries

The consolidated financial report comprises the financial

report of the Company and its subadiaries Subsidiaries

are all those entities including special purpose entities

over which the Company has the power to govem direcfiy

or indirectly decision-making in relation to financial and

operating policies so as to require that entity to conform

with the Companys objectives The effects of all

transsctions between entities in the consolidated entity are

aliminated in foil Minority riterests in the results and equity

of subsidiaries where the Company owns less than

100 per cant of the issued capital are shown separately in

the consolidated income sfaterrwnf and consolidated

statement of financial position respect siely

Where control of an entity was obtained during the

financial year its resuits have been included in fhe

consolidated income statement from the date on which

control commenced Where control of an entity ceased

dunng the financial year its results are included for that

part of the financial year dueng which control eissted

Note
Summary of significant accounting policies continued

ii Principles of consolidation continued

Subsidiaries continued

The Company and consolidated entity determine the

dates of obtaning control i.e aoquiabon date and losing

control i.e disposal date of another entity based on an

assessment of all pertinent facts and circumstances that

affect the ability to govem the financial and operating

policies of that entity Facts and circumstances that have

the most impact include the contractual arrangements

agreed with the counteiparty the manner in whinh those

arrangements are expected to operate in practice and

whet her regulatory approval is required to complete

The acquisition/disposal date does not necessarily occur

when the transaction is dosed or finalised under law

Subsidiaries held by the Company ara camed in its

separate financial statements at cost in accordance with

PASS 127 Consolidated and Separate Financial

Statements

Impairment of subsidiaries

Investments in subsidiaries are tested annually for

impalrrnent or more frequently events or changes in

circumstances indicate that the carrying amount may not

be recoverable An imparrnent loss is recognised for the

amount by which the investments carrying arrrounf

exceeds ts recoverable amount which is the higher of fair

value less costs to sell and value in use At each balance

sheet date the investments in subsidianes that have been

impaired are reviewed for possible reversal of the

impairment

Securifisatlons

Securitised positions are held through number of Special

Purpose Entities SPS5 These are generally categorrsed

as Mortgage SPE5 and Other SPEs and include certain

managed funds and repackaging vehicles An the

consolidated entity is exposed to the monty of the

residual esk associated with these SPEs their underlying

assets liabilities revenues and expenses are reported in

the consolidated entitys statement of financial position

and income statement

When assessing whether the consolidated entity controls

and therefore consolidates an SPE judgement is

required about asks end rewards as wail as the

consolidated entitys ability to make operational decisions

for the SPE The range of factom that are conadered in

assessing control include whether

the moety of the benefits of an SPE5 activities are

obtalned

the mority of the residual ownemhrp asks related to

the SPEs assets are obtaned

the decision-making powem of the SPE vest with the

consolidated entity and

the SPEs activities are beng conducted on behafi of the

consolidated entity and according to if specific

business needs

Interests in associates and joint ventures accounted

for using the equity method

Associates and joint ventures are entities over which the

consolidated entity has algnificant influence or joint control

but not oontrd and are accounted for under the equity

method except for those which are clasalfied as held for

sale see note at The equity method of accounting is

applied in the consolidated financial report and involves

the recognition of the consolidated entitys share of its

sssocates and loint ventures post acquisition profits or

losses in the income statement and its sham of post-

acquisition movements in reserves

The Company and consolidated entity determine the

dates of obralningAosing significant influence ur pint

control of another entity besed on an assessment of all

pertinent facts and circumstances that affect the ability to

agnificantly influence or joinfly control the financial and

operating policies of that entity Facts and circumstances

thst have the most impact include the contractual

arrangements agreed whh the counterparty
the manner in

which those arrangements are expected to operate in

practice and whether regulatory approval is required to

complete The acquisition/disposal date does not

necessarily occur when the transaction is closed or

finalised under law

Associates arid joint ventures held by the Company are

carried in its separate financial statements at cost in

accordance with PASS 127 Consolidated and Separate

Financiaf Statements

lii Business combinations

The purchase method of accounting is used to account

for all business combinations including buaness

combinations invoking entities or businesses under

common control Cost is measured as the aggregate of

the far values at the date of exchange of assets given

equity instruments issued or liabilities incurred or assumed

at the data of exchange plus any costs directly attributable

to the acquisition Transaction coals a/sing on the issue of

equity instruments are recognised directly in equity and

those analng on borrowings are capitalised and included

in interest expense on an effective yield basis

Identifiable assets acquired and liabilities and contingent

liabilities assumed ins business combination are

measured initatly at their far value on the acquisition date

The excess of the cost of acquisition over the fair value of

the consolidated entitys share of the identifiable net

assets acquired is recorded as goodwill It
the coat of

ecquistion is less than the consolidated entitys share of

the fair value of the identifiable net assets of the business

acquired the difference is recognised directly in the

income statement but only after reassessment of the

identification and measurement of the net assets acquired

Where settement of any part of cash consideration is

deferred the amounts payable in the tutura are

discounted to their present values as at the date of

esohsnge The discount rate used is the entitys

incremental borrowing rate being the rate at which

smiler borrowing could be obtaned from an independent

financier under comparable terms and conditions
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iv Segment repcrting

Operating segments are identified on the basis of internal

reports to senior management about oomponents of the

consolidated entity that are regularty reivewed by senior

management who have been identified as the chief

operating decision makers in order to allocate resources

to the segment and to assess its performance Information

reported to the senior management for the purposes of

resource allocation and assessment of performance is

specifically focussed on core products and secaces

offered comprising seven reportable segments as

disclosed in note Information about products and

services and geographical segments are based on the

Itnancial information used to produce the consoldated

entitys financial statements

Foreign currency trenalation

Functional and preaentstlon currency

Items included in the financial statements of foreign

operations are measured using the currency of the primary

economic erwironment in wtsch the foreign operation

operates the functional currency The Company and

consolidated entitys financial statements are presented in

Australian dollam presentation currency which is the

Companys functional
currency

Traneactions and balances

Foralgn currency transactions are tranalated into the

functional currency using the eschange rates prevailing at

the dates of the transactions Foralgn eschange gains and

losses resulting from the settlement of such transactions

and from the tranalation at year-end esohange rates of

monetary assets end liabilities denominated in foreign

currer-rciea are recognised in the income statement

except when deferred in equity ass result of meeting cash

flow hedge or net investment hedge accounting

requirements see note xi

Tranalation differences on non-monetary items such as

equffies held at her value through profit or loss are

reported as part of the fair value galn or loss in the income

ststerrrent Trenalafion differences on non-monetary items

such as equities olsssfied as svallsble for sale financial

assets are included in the available for sale reserve in

equity unless they form pert of fair value hedge

ralationships in which case the tranalsition differences are

recognised in the income statement see note xQ
Subsidiaries and other entitles

The results and financial position of all toralgn operations

that have functional currency other than Australian

dollars the presentation currency are trarraleted into

Australian dollars as follows

assets and liabilities for each statement of financial

position presented are translated at the closing

exchange rate at the date of that statement of financial

position

income and expenses for each ncorne statement are

translated at actual exchange rates at the date of the

transactions

all resulting exchange differences are recognised in

separate component of equity the foreign currency
tranalation reserve

On consolidation exchange differences ansing from the

tranalation of
any net investment in foreign operations and

of
borrowings and other foreign currency instruments

designated as hedges of such investments are taken

directly to the foralgn currency translation reserve When

foreign operation is disposed of or any borrowings forcing

part of the net investment are repald such exchange

differences are recognised in the income statement as

part of the galn or loss on disposal

Goodwill and her value adjustments arising on the

acquisition of foreign entity are treated as assets and

liabilities of the foreign entities and tranalated at the closng

rate

vU Revenue recognition

Revenue is measured at the her value of the oonaderation

received or receivsble Revenue is recognised for each

major revenue streem as follows

Interest Income

Interest income is brought to account using the effective

interest method The effective interest method calculates

the emortised cost of financial instrument and allocates

the interest income or interest expense over the ralevsnt

period The effective intemst rate is the rate that discounts

estimated future cash payments or receipts through the

expected life of the financial instrument or when

appropriate shorter period to the net oanying amount

of the financial asset or liability Fees and transaction costs

associated with loans are capitalised and included in the

effective interest rate and recognised in the income

statement over the expected life of the instrument Interest

income on finance leases is brought to account

progressivaly over the life of the lease consistent with the

outstanding investment balance

Fee end commission income

Fees and commission income and expense that are

integral to the effective interest rate on financial asset or

liability are cepitalised and included in the effective interest

rate and recognised in the income statement over the

expected life of the instrument

Other fees and commission income including fees from

fund management brokerage account serivdng

corporate adasory underwriting and secuntisation

arrangements are recognised as the related serniom are

perfonned Where commisalons end fees era subject to

claw back or meeting certain performance hurrlies they

are recognised as income at the point when those

conditions can no longer affect the outcome

Fees charged for performing significant act in relation to

funds managed by the consolidated entity are recognised

as revenue when that act has been completed

Note
Summary of significant accounting policies continued

vi Revenue recognition continued

Net trading income

Net
trading income compnses gans and losses related to

trading assets and liabilities and include all realised and

unrealised her value changes dividends and foreign

exchange differences

Dividends and diatsibutlcna

Oiaderids and distributions are recognised as income

upon declaration Dardends from subsidiaries associates

and toint ventures are recognised in profit or loss when the

Companys right to receive the dMdend is established

vl Income tax

The income las expense for the
year is the tea payable on

the current periods taxable income based on the national

income tss rate for each junsdiction adjusted for changes

in deferred tss assets end liabilities and unused tax losses

Deferred tax assets are recognised when temporary

differences arise between the tss base of assets and
liabilities and their respective csrring srnounls which give

nse to future tss benefit or where benefit arises due to

unused tss losses In both cases deferred tax assets are

recognised only to the extent that it is probable that future

taxable amounts will be avalable to utilise those temporary

differences or tax losses Deferred tax liabilities are

recognised when such temporary differences will give rise

to taxable amounts being payable in future penods
Deferred tax assets and liabilities are recognised at the tax

rates expected fo spply when the assets are recovered or

the liabilities are settled

Deferred tax assets and liabilities are offset when there is

legally enforceable nght to offset current tax assets and

liabilities and when the deterred tax balances relate to the

sarne taxation authority Current tax assets and liabilities

are offset when there is
legally enforceable right to offset

and an intention to either settle on net bsals or realise

the asset and settle the liability simultaneously Current

and deferred taxes attributable to amounts recognised

directly in equity are also recognised direcfiy in equity

The Company and consolidated
entity exercise judgement

in determining whether deferred tax assets particularly in

relation to tax losses are probable of
recovery Factors

considered indude the ability to offset tax losses within the

fax consolidated group in Australia or groups of entities in

overseas jurisdictions the nature of the tax loss the length
of time that tax losses are eligible for

carry forward to

offset sgarnst future taxable profits and whether kit ure

taxable profits are espected to be sufficient to allow

recovery of deferred tax assets

The consolidated entity undertekes transactions in the

ordinary course of bualness where the income tea

treatment requires the exercise of ludgement The

consolidated entity estimates its tax liability based on its

understanding of the tax law

Tax consolidation

The consolidated entitys Australian tax liabilities are

determined
according to tax consolidation legislation The

Company together with all eligible Australian resident

wholly-owned subsidiaries of the Company comprise tax

consolidated group with the Company as the head
entity

As consequence the relevant subsidienes are not liable

to make income tax payments and do not recognise any
current tax balances or any deferred tax assets arising

from unused tax losses Under the terms and conditions

of tax funding agreement the Company charges each

subsidiary for all current tax liabilities incurred in respect of

their activities and reimburses each subsidiary for any tax

assets arising from unused tax losses

Should the Company ha in default of its tax payment
obligations or default is probable the current tax

balances of the subsidiaries will be determined in

accordance with the terms and conditions of tax shanng

agreement between the Company and entities in the

consolidated
entity

vilO Cash collateral on securIties borrowed/lent and

reverse repurchase/repurchese agreements

As part of its trading activities the consolidated entity

borrows arid lends securities on collateratsed basis The
securities subtect to the borrowing/lending are not

derecognised from the statements of financial position of

the relevant parties ax the risks and rewards of ownemhip
remaln with the initial holder Where cash is proivded as

collateral the cash pad to third parties on securities

borrowed is recorded ass receivable while cash received

from third parties on securities lent is recorded as

borrowing

Reverse repurchase transactions where the consolidated

entity purchases securities under an agreement to resell

and repurchase transsctions where the consolidated

entity sells secusties under an agreement to repurchase

are also conducted on collateralised basis The

securities sublect to the reverse repurchase/repurchase

agreements are not derecognised from the staterrients of

financial position of the relevant parties as the risks and

rewards of ownemhip remaln with the initial holder Where

cash is provided as collateral the cash pad to third

parties on the reverse repurchase agreement is recorded

ass receivable while cash received from third parties on
the repurchase agreement is recorded ass borrowing

Fees and interest relating to securities
borrowing/lending

end reverse repurchase/repurohese agreements are

recognised in the income statement usng rhe effective

interest method over the expected life of the agreements

The consolidated entity continually reviews the her values

of the secuntles on which the above transactions are

bssed and where
appropriate requests or provides

additional collateral to support the transactions in

accordance with the underlying agreements
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Qx Trading portfolio assets and liabilities

Trading portfolio aaaets long positions comprise debt

and equity securities bank bills treasury notes bullion

and commodities purchased with the intent of being

actively traded Trading portfolio liabilities short positions

comprise obligations
to deliver assets across the same

trading categories which the Company and consolidated

entity have short-sold and are actively traded

Assets and liabilities included in the trading portfolio are

csrned at tar velue see note 43 IReatised gains and

losses and unrealised gains and losses arising from

changes in the tar value of the trading portfolio are

recognised as net trading income in the income statement

in the period in which they arise Dividend income or

expense on the trsding portfolio is recognised in the

income statement as net trading income

The consolidated entity uses trade date accounting when

recording regular way purchases and sales of financial

assets At the date the transaction is entered into trade

date the consolidated entity recognises the resuting

Itnancial asset or liability and any subsequent unreatsed

profits or losses snsing from revaluing that contract to fair

value in the income statement When the consolidated

entity becomes party to sale contract of financial asset

it derecognises the asset and recognises trade

recewsble from trade dete until setfiement date

Derivative instruments

Derivative instruments entered into by the consolidated

entity inclede futures forwards and forward rate

agreements swaps and options in the interest rate

foreign exchange commodity and equity markets These

derivative instruments are principally used for the risk

management of existing finsncial sssets and financial

liabilities

All denvatives including those used for statement of

financial position hedging purposes are recognised on the

statement of financial position and are disclosed as en

asset where they have positive lair value at balance date

or as slisbility where the fair value at balance date is

negative

Derivstrves are initially recognised at fair value on the date

denvstive contract is entered into and subsequenty

remessured to their fair value Fair values are obtained

from quoted market prices in active markets including

recent market trsnssctions end valuation techniques

including discounted cash flow riiodels and option pricing

models as
appropriate Movements in the csring

amounts of denvstkes are recognised in the income

statement in net trading income unless the derivative

meets the
requirements for hedge accounting

The best evidence of derivetives tar value at initial

recognition is its transsction price unless its fair value is

eedenced by comparison whh other observable current

msrket transactions in the ssme instrument or based on

valuation technique for which variables include only data

from observable markets Where such altematee evidence

exists the consolidated entity recognises profits

immediately when the denvative is recognised

xi Hedge accounting

The consolidated entity designates certain derivstrves or

financial instruments as hedging instruments in qualifying

hedge relationships On initial designation of the hedge

the consolidated entity documents the hedging

raistionship between hedging instruments end hedged

items as wall as its risk management objectives and

strategies The consolidated entity also docurrents its

assessment both at hedge inception end on an ongoing

basis of whether hedging raisfkrnships here been end will

continue to be highly effective Derivatives or financial

instruments can be designated in one of three types of

hedge raietionships

Cash flow hedges

Fore derivative or financial instrument designated as

hedging the variability in cash flows sttributable to

particular risk associated with recognised asset or

hebitity ore highly probable forecast transection the gain

or loss on the derivstrve or financial instrument associated

with the etfectrve portion of the hedge is initially

recognised in equity in the cash flow hedging reserve end

subsequently released to the income steternent when the

hedged item effects the income statement The gain or

loss raisting to the ineffective poison of the hedge is

recognised immediately in the income statement

Fair value hedges

Fore derivative or financial instrument designated as

hedging the change in lair value of recognised asset or

liability or an unrecognised firm commitment the gain or

lose on the derivative or financial instrument is recognised

in the income statement immediately together whh the

loss or gain on the hedged asset or liability that is

attributable to the hedged risk

Net investment hedges

Fore derivative or borrowing designated as hedging net

investment in foreign operation the gain or loss on

revaluing the derivative or borrowing essocieted with the

effective portion of the hedge is recognised in the foreign

currency translation reserve end subsequently releesed to

the income steternent when the foreign operation is

disposed of The ineffective portion is recognised in the

income statement immediately

The fair values of various financial instruments used for

hedging purposes are disclosed in note 40 Movements in

the cash flow hedging reserve in equity are shown in

note 32

Note
Summary ot significant accounting policies continued

xii Investments and other financial assets

With the exception of trading portfolio assets desvetrves

and investments in essocistes end loint ventures which

are dessited separately in the statement of financial

poaltion the remaining investments in financial assets are

clessified into the following categories loans end

receivables loen assets held at emortised cost end

amounts due from subsidiaries other financial assets et

tar value
through profit or loss investment securities

available for sale end non-current assets and assets of

disposal groups clessfied as held for sale The

clessficetion depends on the purpose for which the

financial asset was ecqunred which is determined at initial

recognition and except for other financial assets at tar

value through profit or loss is ra evaluated at each

reporting date

Loans and receivables

Loan assets held at smortised cost end amounts due from

subsidiaries are non derivative financial assets whh fixed

or determinable payments that are not quoted in an active

market

Other financial assets at flair value through profit or

loss

This category includes only those financial assets which

have been dealgneted by management as held at tar

value through profit or loss on initial recognition The policy

of management is to designate financial asset as such it

the asset contains embedded derivatives which must

otherwise be separated and carried at tar value fills part

of group of financial assets managed end evaluated one

fair value basis or it by doing so eliminates or algnificenfiy

reduces measurement or recognition inconsistency thet

would otherwise ense Interest income on debt secusties

designated as at tar value through profit or loss is

recognised in the income statement in interest income

using the effective interest method as disclosed

in note 1vi

Investment securities available for sale

Investment securities available for sale comprise securities

that are not act Kely traded and are intended to he held for

an indefinite period Such securities are available for sale

and may be sold should the need arise including

purposes of
liquidity or due to the impacts of changes in

interest rates foreign exchange rates or equity prices

Investment securities available for sale are initially carried

at tar value plus transaction costs Gains end losses

ansing from subsequent changes in fair value are

recognised directly in the available for sale reserve in

equity until the asset is derecognised or impaired at which

time the cumulative gain or loss is recognised in the

income statement Fair values of quoted investments in

active markets are based on current bid prices

It the relevant market is not considered sctwe or the

securities are unlisted fair value is established by using

valuation techniques including recent arms length

transsctions discounted cash flow analyals and other

valuation techniques commonly used by market

participants

Interest income on debt securities avallable for sale is

recognised in the income ststement in interest income

using the effective interest method an disolosed in

note 1e

Non-current assets and disposal groups classified as

held for sale

This category includes interests in assocwtes end joint

ventures for which thaw cerrying amount will be recovered

principally through sale transection rather than

continuing use and subsidiares acquired esclusivaly with

vrew to resale These assets am classified as held for

sale when it ai highly probable Ihel the asset wit be sold

within the 12 months subsequent to bang classified an

such

Non-current sesets end disposal groups classified as held

for sale are presented separately on the face of the

statement of financial position Revenue and
expanses

from disposal groups are presented ass single amount on

the fece of the income statement Financial instruments

that are part of disposal groups within the scope of

AASB itaon-cunenfAssefs Held for Sale arid

Discontinued Operations are not suplect to the disclosure

requirements of MSB Flnance//nsfrornenfs

itscbsues

Non-current assets and disposal groups
classified as held

for sale are measured at the lower of their carrying amount

and fair value less costs to sell These essets are not

depreciated

An impairment loss is recognised for any initial or

subsequent write down of the asset to fair value less costs

to sell gain is recognised for any subsequent increase in

car value lass costs to sell limited by the cumulative

impairment loss previously recognised galn or loss not

previously recognised by the date of sale is recognised at

the dale of sale
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xiii Impairment

Loan assets heid at amortised cost

Loan assets are subject to regular review and assessment

for possible impairment Provisions for impairment on loan

assets are recognised based on an incurred loss modal

and re-assessed af each balance sheet date provision

for impairment is recognised
when there is objective

evidence of impairment and si calculated bssed on the

present value of expected future cash flows discounted

using the original effect We interest rste

Specific provisions for impairment are recognised where

impairment of individual loans are identified Where

individual loans are found not to be impaired they are

placed into pools of assets with similar risk profiles and

cotectively assessed for fusses that have been incurred

but are not yet specflcafiy identifiable

The consolidated entity makes judgements as to whether

there is any observable data indicating that there isa

significant decrease in the estimated future cash flows

from portfoto of loans before the decrease can be

identified with an individual loan in thst portfolio This

evidence may include observsbie data indicating thet

there has been an adverse change in the payment status

of the borrowers in group or national or local economic

conditions that correlate with defsuits on assets in the

group Management uses estimates based on historical

loss experience for assets with oredit nsk characteristics

and object We evidence of impairment similar to those in

the portfolio when schedufing its future cash flows The

methodology and assumptions used for estimating both

the amount and timing of future cash flnws are reviewed

regulsily to reduce any differences between loss estimates

and actual loss experience Changes in assumptions used

for estimating fut tie cash flows could resufi in change in

the estimated provisions for impsirment on loan assets at

balsnce sheet date

If in subsequent penod the amount of impairment

lasses decrease and the decrease can be related

objectively to an event occurring after the impairment

losses were recognised the previously recognised

impalrrnent lasses are reversed through the income

statement to the extent of whet the smorfised cost would

have been hed the impairment not been recognised

Investment securities available for sale

The consolidated entity performs an assessment at each

balance sheet date to determine whether there is any

objective evidence that svsilsbe for sale financial assets

have been impaired Impairment easts if there is object We

evidence of impairment as resut of one or more events

Qoss eventj which have an impact on the estimated future

cash flows of the financial asset that can be reliably

estimated

For equity securities dessifled as available for sale the

main indicators of impairment are significant changes in

the merketleconomic or legal errnironment sod

algnfilcant or prdonged decline in fair value below cost

In making this udgement the consolidated entity

evaluates among other factors the normal volatility in

share price and the period of time for which fair value has

been below cost

In the case of debt securities classified as available for ssle

observable data thst relates to loss events are considered

including adverse changes in the payment status of the

issuer and national or local economic conditions that

correlate with defaufis on those assets

In addition impairment may be appropriate when there is

evidence of deterioration lii the financial condition of the

investee industry and sector performance operational

and financing cash flows or changes in technology

When the fair value of en available for sale financial asset

is less than its initial canvng amount and there is objective

evidence that the asset is impaired the cumulative lass

recognised directly in equity is removed from equity and

recognised in the income statement

Impairment losses recognised in the income statement for

equity securities classified as available for sale are not

subsequently reversed through the income statement

However irrpairment losses recognised for debt

investment securities clsssffed as available for sale are

subsequently reversed through the income statement if

the fair value increases and the increase can be object vely

related to an event after the
impairment

lass was

recognised in the income statement

Interests in associates and joint ventures

The consolidated entity performs an assessment at each

balance sheet date to determine whether there is any

objective evidence that its interests in associates and joint

ventures are impaired The entire canying amount of each

investment in associate and joint venture is conadered in

the assessment The main indlcstora of impairment are as

for equity secuntlea classified as available for sale

disdosed ebove

if there is an indication that an investment in an associate

or jolnt venture may be impaired then the entire csrrymg

amount of the investment in associate or jolnt venture is

tested for impairment by comparing the recoverable

smount Q-dgher
of value in use and fair value less costs to

sallj with its carrying amount Impairment losses

recognised in the income statement for investments in

sesocistea and joint ventures are subsequently reversed

through the income statement if the recoverable anount

increases and the increase can be objectively related to an

event after the impaJrment loss was recognised in the

income statement

xlv Ufe insurance business

The life insurance business is comprised of insurance

contracts and investment contracts as defined in AASB
/nsurance Contracts The following are key accounting

polices in ralation to the life insurance bualness

Note
Summary of significant accounting policies continued

xiv Life insurance business continued

Disclosure

The consolidated financlal statements includes the assets

liabilities income snd expenses of the life insurance

business conducted bye subsidiary of the Company in

accordance with AASB 139 F/ranc/ai/nstnirrrents

Recognutcrt sndMeasurenienf and AASB 1038 Life

Insurance Confrsctvto investment contracts and assets

backing insurance liabilties respectively These amounts

represent the total life insurance business of the subsidiary

including underlying amounts that relate to both

policytoldem and shareholders of the life insurance

business

Investment assets

Investment assets are camed at fair value through profit or

Ices Fair values of quoted investments in act We markets

are based on current bid pnces If the relevant mantel is

not considered active jand for unlisted securitiesj fair

value is established by using valuation techniques

including recent arms length transactions discounted

cash flow anslyas option pricing models and other

valuation techniques commonly used by market

participants Changes in fair values are recognised in the

income statement in the fnanciel penod in which the

changes occur

Restriction on assets

Investments held in the Life Funds can only be used within

the restrictions imposed under the Life Insurance Mt 1995

The main restrictions are that the assets ins fund can only

be used to meet the liabilities and expenses of the fund

scquire investments to further the business of the fund or

pay distnbutions when soivency and capital edequscy

requirements allow Shareholdem can only receive

distribution when the capital adequacy requirements of the

Life Insurance Act 1995 are met

Policy liabilities

Life insurance liabilities are measured as the accumulated

benefits to potcyholdem in accordance with MSB 139

and AASB 1038 which apply to investment contracts and

assets backing insurance liabilities respectively

xv Property plant and equipment

Property plant and equipment are stated at historical cost

less accumulated depredation and accumulated

impairment lasses it any Property plant and equipment

are reviewed for impairment annually Histoncal cost

includes expenditure directly attnbutsble to the acquisition

of the asset

Depreciation on sssets is calculated on straight-line

basis to allocate the difference between cost and residual

values over their estimated useful lives at the following

rates

Where remaining lease terms are less than five
years

leasehold improvements are depreciated over the

remaining lease term

Useful lives and residual values are revewed annually and

reassessed in In.tht of cunnercivi and technological

developments if an assets carrying value is greater than

its recoverable amount due to an adlustment to its useful

life residual value or an impairment the carrying amount is

written down
immediately to its recoverabe amount

Adlustments arising from such it ems and on disposal of

property plant and equipment am recognised in the

income statement

Gains and losses on disposal are deterrrwned by

comparing proceeds with the assets canying amount and

are recognised in the income statement

xvi Goodwili and other identifiable intangible assets

GoodwIll

Goodwill represents the excess of the cost of an

acquisition over the fair value of the consolidated entitys

share of the net ident ft able assets of the acquired entity at

the date of acquisition Goodwill arising from business

combinations is included in intangible assets on the face

of the statement of financial position Goodwill analng from

acquisitions of associates is included in the carrying

amount of investments in associates

Other identifiable intangible assets

Ucences and trading nghts are carried at cost less

accumulated impairment losses These assets are not

amortised because they are considered to have an

indefinite useful life

Management rights have finite useful life and are carried

at cost less accumulated amnortisstion and impairment

losses Amortisatlan is calculated using the straight-line

method to allocate the cost of management rights over

the estimated useful life usually period not esceeding

20 years

Customer and seivicing contracts acquired with finite

useful life are camed at cost less accumulated

amortiset ion and any impairment losses Amort isat ion is

calculated based on the timing of projected cash flows of

the relationships over them estimated useful Ives

Customer and servicing contracts with an indefinite useful

life are carried at cost less accumulated impairment lasses

Fumiture and fittings

Leasehold improvements1

Computer equipment

Plant and eqdipment

Infrastructure masts

10 to 20 per cent

20 per cent

33 to 50
per cent

20 to 33
per

cent

to 20 per cent
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continued

Software

Certain intemat and external coata directly incurred in

acquiring and devekiping certain aoftware ara capitatiaed

and amortiaed over the estimated uaefiul life uaually

period of three years Coata incurred on software

maintenance are expensed as incurred

Impairment

Goodwill end intangible assets that have an indefinite

useful life are not subtect to arnortisation and are tested

annually for impairment or more frequently if events or

changes in circumstances indicate that the csnybg

amount may not be recoverable An impairment loss is

recognised for the amount by which the assets carrying

amount exceeds its recoverable amount The recover-able

amount is the higher of the assets falr value less costs to

sell and value in use For the purposes of assessing

irr-pairment assets are grouped at the lowest levels for

which there are sepsrstely identif able cash inflows which

are largely independent of the cash inflows from other

assets or groups of assets cash generating units

Intangible assets other than gooctwill thst suffered an

impairment are rewewed for possible reversal of the

impairment at each reporling dale

xvii Financial liabllitiea

The consolidated entity has on issue debt securities and

irwtnimnents which are initially recognised st fair value net

of transaction costs incurred and subsequently measured

at amortised cost Any difference between the proceeds

net of transaction costs and the redemption amount is

recognised in the income statement over the period of the

borrowings uwng the effective interest method

Other financial liabilities at fair value through profit or

loss

This category indudes only those financial liabilities which

hsve been designated by management as held at fair

value through profit or loss on initial recognition The policy

of management is to designates financial liability as such

it the liability contalns embedded derivatives which must

otherwise be
separated and csmed at far value the

liability le part of group of financial assets and financial

liabilities managed and evaluated on fair value bass or it

by doing so eliminates or significantly reduces

measurement or recognition inconsistency that would

otherwise arise Interest expense on such items al

recognised in the income statement in interest expense

xviii Provisions

Employee benefits

liability for employee benefits is recognised by the entity

that has the
obligation to the employee Generally this is

conalstent with the legal position of the parties to the

employment contract

Uabilities for unpaid salaries salary related costs and

provisions for annual leave are recorded in the statement

of financial position at the salary rates which are expected

to be paid when the liability is settled Provisions tur long

service leave and other long term benefits are recognised

at the present value of expected future payments to be

made

In determining this amount consideration is given to

expected future salary levels and employee service

histories Expected future payments are discounted to

their net present value using discount rates on high qualty

corporate bonds except where there is no deep market

in which case rates on Commonwealth Govemment

securities are used Such discount rates have tacos that

match as closely as possible the expected future cash

flows

Provialons for unpald employee benefits are derecognised

when the benefit ix settled or is transferred to another

entity and the Company and consolidated entity are legally

released from the obligation and do not retaln

constructive obligation

Dividends

Provisons for dividends to be pad by the Company are

recognised on the statement of fnancat position as

liability and reduction in wtalned eamings when the

dividend has been declared

xix Earnings per share

Basic earnings par share ix calculated by dividing the

consolidated entitys profit attributable to ordinary equity

holders by the weighted average number of ordinary

shares outstanding dunng the financial year

Diluted earnings per
share is calculated by dtading the

consolidated entitys profit xttribut able to ordinary equity

holders by the walghted average number of ordinary

shares that would be issued on the exchange of all the

dilutive potential ordinary shares into ordinary shares

Refer to note for information conceming the

classification of securities

xx Performance based remuneration

Share based payments

The consolidated entity operates share based

companastion plans which include options granted to

employees and shares granted to employees under share

acquisition plans lnformatbn relating to these schemes ix

set out in ncte 36 The consolidated entity recognises an

expense and equity reserve for its shares and options

granted to employees The shares and options are

measured at the grant dates based on their falr value and

in the case of options ualng the number expected to vest

This amount ix recognised as an expanse evenly over the

respective vesting periods

Performance hurdles attached to options and

Performance Share Units PSU5 under the Mscquarie

Group Employee Retalned Equity an MEREP that are

issued to the Executive Officem are not taken into account

when determining the fair value of the options at grant

date Instead these vesting conditions are taken into

account by sdustiog the number of equity instruments

expected to vest

Note
Summary of significant accounting policies continued

xx Performance based remuneration continued

Share based payments continued

The fair value of each option granted in prior years was

estimated on the data of grant ualng standard option

pricing techniques based on the Black Scholes thecry

The followrng key assumptions were edopted for grants

made in the prior financial year

risk free interest rate 677 per cant walghted aversge

expected life of options four years

volatility of share price 24 per cent and

dwdeod yleld 3.47
per

cent
per annum

In the currant
year

the consolidated entity established

new equity plan MEREP Restricted Share Units

RSU5/Deferred Share Units DSU5 and PSUs for

Executive Committee members have been granted in the

current year in respect of 2009 The far value of each of

these grants is estimated
using

the Companys share

pnce on the date of grant and for each PSU also

incorporates ditcounted cash flow method using the

folloeang key sssumptions

risk free interest rate 5.24 per cent walghted avemge

expected life of PSU four years and

dfedend yield 3.47
per cent per annum

While RSUa/DSUs and PSUs for Execatrve Committee

members in respect of the current years performance will

be granted in the followog financial year the Company

begins recognialng an errpeirse based on an initial

estimate from April of the current financial
year

related

to these future grants The aspense is estimated using the

Companys share price as at 31 March 2010 and for

PSUs also incorporates risk free interest rate of 5.75 per

cent an expected lite of four years and dividend yield of

3.47 per cent per annum In the following financial year

the Company will adjust the accumulated expense

recognised for the final determination of falr value for each

RSU/DSU and PSU to be granted when granted and will

use this valuation for recognialrig the expanse over the

remalning vesting period

Where options and shares are issued by the Company to

employees of subwdiaries and the Company is not

subsequently reimbursed by those subsidianes the

Company recognises the equity provided ass capital

contribution to the aubaldianes Where the Company is

reimbursed the Company recognises any amount

received in advance of the share-based payment to be

recognised as an expanse over the future vesting penoci

as liability to those subsrdianes

On transition to MEREP RSUs/DSUs ware granted in

place of 2009 and some prior years retained profit share

Where certaln Executive Directors retalned profit share

relating to 200fl and psor years was voluntarily invested in

MEREP at price of $36.36 per share Trsnsitioned

Amounts this is accounted for with the Traiisrtiooed

Amounts bang reclsasited from profit share liability to

equity and the discount to the fair value par RSU/DSU at

grant date balng treated as share-based payment

Further Executive Directors retained profit share relating

to 2009 that is no longer to be pald in cash is reversed in

the current year and recognised in profit and the

RSUa/DSUs granted are accounted for ass share based

payment from April 2009

The consolidated entity annually revises its estimates of

the number of shares including those delivered through

MEREP and options that are expected to vest Where

appropriate the impact of revised estimates are reflected

in the income statement over the remalniog vesting period

wth corresponding adlustmant to the share based

payments reserve in equity

Profit share remuneration

The consolidated entity recognises liability end an

expense for profit share remuneration to be paid in cash

based on formula that takes into consideration the

consolidated entitys profit from ordinary activities sitar

income las and its earnings over and above the estimated

cost of capital

xxi Cash and cash equivalents

Cash and cash equivalents include cash and balances

with central banks and short-term amounts included in

due from banks Negotiable certificates of deposit whh an

original maturity of less than months are molded whhin

cash and cash equivalents and negctrable certitcstes of

deposit with an original maturity greater than months are

included whhrn trading portfolio assets or investment

securities available for sate

xxii Leases

Where finance leases are granted to third parties the

present value of the lease payments is recognised as

receivable and included in ban assets held at emortised

cost The difference between the
gross

recelvable and the

present value of the receivable is recognised as unearned

interest income Lease income is recognised over the term

of the lease using the effective interest method which

reflects constant rate of retum

Leases entered into by the Company and consolidated

entity as lessee are primanly operating leases The total

fixed payments made under operating leases are charged

to the income statement on straight-line basis over the

period of the lease

Purchased assets whem the consolidated antity le the

lessor under operating leases are carted at cost and

depreciated over thelr useful lives which vary depending

on each class of asset and range from to 40 years

Assets under operating leases are included in other assets

xxiii Offsetting financial Instruments

Financial assets and financial liabilities are offset and the

net amount reported on the statement of financial position

whan there is legally enforceable right to offset the

recognised amounts and there is an intention to settle on

net basis or realise the financial asset and settle the

financial liability simuflanecualy

155 156



xxiv Loan capital

Loan capital is debt issued by the consolidated entity with

terms and conditions that quality for inclusion as capital

under APRA Prudential Standards Loan capital debt

issues are initially recorded at fair value plus diredfiy

attributable transaction costs and thereafter st either

amortised cost using the effective interest method for

convertible preference securities and subordinated debt at

arnortised cost or at fair value through proft or loss for

subordinated debt at fair value through profit and loss

xxv Contributed equity

Ordinary shares are dassifed as equity Inorementie costs

directly ettnbutable to the issue of new shares or options

are shown in equity as deduction net of tax from the

proceeds

xxvi Transactions with minorities

Transactions with minorities are recognised in the

consolidated entitys financial statements using the

parent-entity approach For securities held by minority

interests that are purchased by the consolidated entity at

price less than the securities carrying amount than the

difference is recognised as gain
in the income statement

xxvii Comparatives

Where necessary comparative information has been

restated to conform with changes in presentation in the

current year

xxviii Rounding of amounts

The Company is of lend referred to in ASIC Class Order

g8i01 00 as arniended relating to the rounding off of

amounts in the financial report Amounts in the financial

report have been rounded off in accordance with that

Class Order to the nearest million dollam unless otherwise

indicated

Macquwie Orocp Lrnited and is nitnidanen 2010 Anrnjai Report rnacqusne corn su

Notes to the financial statements

for the financial year ended 31 March 2010

continued

Consolidated Consolidated Company Company

2010 209 2010 2009

$m $w $m Sm

Note
Profit for the financial year

Net interest income

Interest and similar income recerved/receivable

Other entities 4591 6420

Subsidiaries note 34 453 842

Interest expense and similar charges paid/payable

Other entities 3511 5482 363 315
Subsidiases note 34 93 524

Net interest income/expense 1080 938

Fee and commission income

Basefees 926 921

Performance fees 57 234

Mergers and acquisitions advisory and underwriting fees 1085 1229

Brokerage commissions 1017 1037

Other fee and commission income 532 569

Income from life investment contracts and other

unitholder investment assets note 16 44 55

Total fee and commission income 3721 4045

Net trading income

Equities 590 144

Commodities 665 583

Foreign exchange products 145 132

Interest mte products 101 298

Nettmding income 1299 1157

Share of not Qosses/proflts of associates end joint

veetures accounted for uelng the equity method 230 74

Included in net trading income are fair value losses of $288 million 2009 $64 million gain relating to financial assets and
financial liabilities designated as held at far value through profit or loss This includes $255 million loss 2009 $274 million

gain as resuit of changes in own credit spread on issued debt and subordinated debt carned at fair value Fair value

changes relating to derivatives are also reported in net trading income which partatly offsets the fair vaiue changes

relating to the financial assets and financial liabilities designated at far value This also includes fair value changes on

denvetives used to hedge the consolidated entitys economic interest rate risk where hedge accounting requirements are

not met refer to note xi Summary of signfioant accounting policies
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Note
Profit for the financial year continued

Other operating income and charges

Net gans on sate of investment securities available for

sale

lmpawment charge on investment securities available for

sale

Net gains on sale of associates including associates

held for sale and joint ventures

Impairment charge on investments in associates

including associates held for sale and joint ventures

Impairment on subsidiaries

Net income from disposal groups held for sale

Impairment charge on disposal groups held for sal

Gain on acquiring disposing and change in ownership

interest in subsidianes and businesses held for sale

Impairment charge on nonItnancial assets

Sale of rnanagerrient nghtsa

Gain on repurchase of subordinated debt

Net operating lease incom8

Datdends/distnbutions received/recervable

Investment securitais available for sale

Subsidiaries note 34

Cotecfive allowance for credit losses written

bacWrovided for during the financial year note 10

Specific provisions

Loan assets provided
for

during the financial year

note 10

Other receivables provided for during the financial year

Recovery of loans previously provided for note 10

Recovery of other receivables previously proaded for

Loan losses written-off

Recovery of loans previously writtenoff

Other income

Total other operating income and charges

ki ..a...._.Il......._...._i

96 143

77 306

50 81

357 714

91

13163

192

393 323

36 75

428

55

138 183

22 49

380 858

90

177 344

45 40
37 17

17

69 54
19 10

272 230

768 688 385 12305

6.638 5.526 382 112.3021

Consolidated Consohdated Company Company

2010 2009 2010 2009

Sm Sm Sm $m
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Notes to the financial statements

for the financial year ended 31 March 2010

continued

Consolidated Consolidated Company Company

2010 2009 2010 2009

Sin Sm Sm Sm

Note
Profit for the financial year continued

Employment expenses

Salary and salary related costs including commissions

superannuation and performancerelated profit share 2595 2098
Share based payments 224 128
Provision for annual leave 21 19
Provision for long service leave

Total compensation expense 2848 2247
Other employment expanses including oncosts staff

procurement and staff training 253 112
Total employment expenses 3101 2359

Brokerage and commission expenses

Brokerage expenses 501 466
Other fee and commission expenses 144 219
Total brokerage and commisalon expenses 645 685

Occupancy expenses

Operating lease rental 287 224

Depredistion fumiture fittings and leasehold

improvements note 18 124 95
Other occupancy expenses 71 74
Total occupancy expenses 482 393

Non-salary technology expenses

Information services 128 121
Depreciation computer equipment note 18 50 60
Other nonsalary technology expenses 105 82
Total

nonsalary technology expenses 283 263

Other operating expenses

Professional fees 265 301
Auditors remuneration note 44 22 24
Travel and entertainment expenses 160 204

Advertising and promotional expenses 51 45

Communication expenses 41 43
Amortisation of intangibles 32 35

Deprecletion communication equipment note 18

Other expenses 255 181 19 27
Total other operating expenses 833 837 20 29
Total operating expenses 5344 4537 28 38

Includes impairment reversals of $43 million 2009 $nil

Impalirnent charge arising from the reclassification of the Italian mortgages business as disposal group held for sale

Sale of management rights to Macquane Arports Macquane Media Group and Macquarie Infrastructure Group as part

of the intemalisation of the management of these funds

Includes rental income of $370 million 2009 $466 million less depreciation of $232 million 2009 $285 million in

relation to
operating leases where the consolidated entity is the lessor
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Note
Segment reporting

Operating segments

For internal reporting and risk management purposes the consolidated entity is divided into five operating groups two

operating disisions and corporate group These segments have been set up based on the different core products and

sedsces offered

Macquarle Securities Group acttatiea include institutional/retail derivatives structured equity finance arbitrage trading

synthetic products capital management collateral management and securities borrowing and lending it isa full sekece

institutional cssh equities broker in the Asia Pacific region and South Africa and specislised in the rest of the world It

proeldes an equity capital markets serece through tclnt venture with Mscquane Capital Adivaers

Macquarte Capital comprises Mscquerle Groups corporate aduisory equity underwriting and apecislised funds

management businesses ncluding infraatnicture and real estate funds

Macquarle Fends Group isa full aerulce fund manager that manages assets for pension funds institutional and retsit

investors

Fixed Income Cuffendes and Commodities provides vanety of trading research sales and financing services

across the globe with an underlying specialisstion in interest rate commodity or fcregn exchange ralsted institutional

trading marketing lending clearing or platform provialon

Corporate and Asset Finance DivisIon provides innovative arid traditional capital finance and related services to clients

operating in selected international markets Corporate arid Asset Finance specialises in leasing and asset finance tallored

debt and finance solutions and asset remsrketing sourcing and trading

Reel Estate Banking Division encompasses real estate funds management asset management real estate investment

advisory development management and real estate prc$ct and development finanong

Banking and Financial Services Group is the primary relationship manager for Macquarle Groups retall client base

The group brIngs together Macquane Groups retell barrldng and financial aervrces buanessea providing diverse range

of wealth management products and services to financial sdviaera stockbrokers mortgage brokers professional aerece

industries and the end consumer

Corporate includes Group Treasury head office and central support functions Costs within Corporate include

unallocated head office costs employment related costs earnings on capital non-trading derivative volatility income tax

expense and expenses sttributelsie to minority interests Corporate is not considered an operating group

Any transfers between segments are determined on an arms length basis and eliminate on conaohdation

Segment information has been prepared in conformity with the consolidated entitys segment accounting policy In

accordance with AASS Operating Segmerrts comparative information has been restated to reflect current reportstse

operating segments
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Notes to the financial statements

for the financial year ended 31 March 2010

continued

Mac Made
Securities Macquarle Raids

Gm Cap
Sin Sn Sin

Note

Segment reporting continued

The following an analysis of the consolidated entitys revenue and

results by reportable segment for the financial year

Revenues from extemal 515 2725 1142
Inter segmental 132 377 14
Interest revenue 235 76 161

Interest expense 167 69 40
Depreciation and smortiastion 16 79 17
Share of net profits/Qosaes associates and joint ventures

sccounted for the methodusing 218 10
Net operating inccme/espenas non-current assets held

forsale

Reportable 580 657 95

Reportable segment assets 20926 6861 8124

Revenues from external customers 1611 252g 726

Inter-segmental revenue/expense 107 322 36
Interest revenue 545 142 212

Interest expense 376 53 42
Depreciation and amortisation 55
Share of net

profits/loaaes associates sod joint ventures

scoounted for the methodequity 10

Net operating income/expense from non current assets held

forsale g4

Reportable 275 257 45

Reportable segment assets 18145 g104 8832

Internal dosystems the separation of intersegment revenues and expenses The net position is

disclosed sbove The key segmental item is internal interest and funding costa charged to businesses for funding of

161 162



Macqvaie Gro Lenited arid is ssidiares macauano.con1 au

Fbred Income

Cijrenoles and

Cool iccilies

Sm

Corporate

and Asset

Finance DMsion

Sm

Real Estate

Banking

Division

Sm

Banking and

Financial

Services Group

Sm
Corporate Total

Sm Sm

1977

74
651

383

109

1029

303

1003

184

109

155

105
76

2233

122

1494

1054

32

Consolidated 2010

952 11728

619

895 4591

1609 3511

81 445

11 51 230

827

42388

264

14518

152

1835

261

29843

1482 1050

21445 145940

1902

111

782

539

733

194

652

252

265

299

211
173

3443

418

2693

1902

16

Consolidated 2009

1675 12918

1185

1221 6420

2312 5482

76 441

69 74

509

45994

66

9078

362

3061

99
32080

91

180 871

22850 149144

Notes to the financial statements

for the financial year ended 31 March 2010

continued

Note
Segment reporting continued

ii Products and services

For the purposes of preparing segment report based on products and sececes the activities of the consolidated entity

have been divided into four areas

Asset and Wealth Management distribution and manufacture of funds management products

Financial Markets trading in fixed income equities currency commodities and derivative products

Capital Markets corporate and structured finance advisory underwriting facilitation broking and real estate/property

development and

Lending banking actutties mortgages and leasing

Sm

Consolidated 2010

Revenues from external customers 3145 3417 2534 2632 11728

Consolidated 2009

Revenuesfromextemalcustomers 2769 4299 1988 3862 12918

Consolidated 2010

Australia 6438 318

Asia Pacific 1438 75

Europe Middle East and Africa 1859 236

Americas 1995 1432

Total 11728 2061

Consolidated 2009

Australia 7130 240

Asta Pacific 1264 108

Europe Middle East and Africa 2512 93

Americas 2012 923

Total 12918 1364

Non current assets consist of intangible assets and pro perty plant and equipment

163 164

Asset and

Wealth

Management

Financial Capital

Markets Markets

Sm Sm
Landing

Sm

Total

Sm

lii Geographical areas

Geographical segments have been determined based on where the transactions have been booked The operations of

the consolidaled entity are headquartered in Australia

Revenues from Non-current

external customers assets

Sm Sm

Major customers

The consolidated entity does not maly on any mor customer



Consolidated

2010

Sm

Consolidated

2009

Sm

Company
2010

Sin

Company

2009

Sm

Note
Income tax expenae/beneflt

Income tax expenae/benefit

Current tax espenseTheneflt 154 417 321 355
Deferred tax expenseTheneflt 47 402 312 367

Total 201 15 12

Deferred income tax expenae/benefll included in

income tax expense/beneflt comprises

Decrease/increase in deferred tax assets 184 264 312 367

lncrease/decrease in deferred tax liabilities 231 118

Total 47 402 312 367

Numerical reconciliation of income tax

expense/beneflt to prima fade tax payable

Prima facie income tax expense/beneft on

operating profit 388 297 106 3702

Tax effect of amounts wtiich are non-assessable

not deductible in calculating taxable income

Rate differential on offshore income 257 242

Distribution provided on Macquarie Income Preferred

Securities and related distributions 13

Non-deductible share-based payments expense 34 36
Other items 39 65

Impairment charge on subsidiary 3950

Intregroup dtadends 113 257

Total income tax expenaeIbenefit 201 15 12

Tax expenae/benefit relating to Items of other

comprehensive income

Avallable for sale reserves 52

Cashfowhedges 77 108

Foralgn currency translation reserve 151
Share of other comprehenave income of associates end

joint ventures 15 25

Total tax expenaebeneflt relating to items of other

comprehensIve Income 246 185

Prima fade income tax on operating pmfit is calculated at the rate of 30 per cent 2009 30 per cent The Australian tax

consoildated group has tax year ending on 30 September

Report
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for the financial year ended 31 March 2010

continued

Consolidated

2010

Sm

Consolidated

2009

Company
2010

Company

2009

Note

Sm Sm

Dividends paid and distributions paid or provided

Dividends paid

Ordinary ahare capital

lntenm dividend paid $0.86 2009 $1.45 per share1 287

2009 Final dividend paid $0.40 2008 $2.00 share2 122

410 286 408

per

Total dMdenda paid note 32 409

121 549

lntenm dividend paid by the consolidated entity includes $1 million 2009$2 million of dividends pad to the holders of

exchangeable shares as detailed in note 31 Contributed equity

Final dividend pad by the consolidated entity includes $1 million 2009 $3 million of dividends paid to the holders of

exchangeable shares ax detaled in note 31 Contributed equity

The final dwidend paid during the fnancial year was 60 percent franked at the 30 percent corporate tax rate full year to

31 March 2009 100 per cent franked at 30 percent corporate fax rate The interim dividend paid dunng the financial

year was unfranked half year to 31 March 2009 60 per cent franked at the 30 percent corporate tax rate The

dividends paid to holders of exchangeable shares were not franked

The Companys Dividend Renvestment Plan DRP remains activated The DRP is optional and offers ordinary

shareholders in Australia and New Zealand the opportunity to acquire fully paid ordinary shares without transaction costs

shareholder can alect to participate in or terminate thalr involvement in the DRP at any time Details of fully paid

ordinary shares issued pursuant to the DRP are included in note 31 Contnbuted equity

ii Dividends not recogniaed at the end of the financial year

Since the end of the tnancial year the Directors have recommended the payment of the 2010 final dwidend of $1.00 per
fully paid ordinary share unfranked The aggregate amount of the proposed dividend expected to be paid on July 2010
from retained profits at 31 March 2010 but not recognised ax liability at the end of the financial year is $347 million

ncluding $3 million to be pad by subaldiary to the holders of the exchangeable shares refer to note 31 Contributed

equity for further details of these instruments This amount has been estimated based on the number of shares eligible to

participate ax at 31 March 2010

Conaolidated Consolidated Company Company
2010 2009 2010 2009

Cash dMdends
per ordinary share

diatribution of current year profits $1.86

Consolidated

2010

Sm

$1.86

Consolidated

2009

Sm

per ord

$1.88

Company
2010

mary share

$1.86

Company

2009

Franking credits available for the subsequent financral

Sm

year at corporate tax rate of 3D centper

20093opercent 15 11

The above amounts represent the balances of the franiring accounts ax at the end of the financial year sdlusted for

franlong credits that will arise from the payment of income tax payable ax at the end of the financial year and

franlring debits that will arias from the recaipt of tax receivables ax at the end of the financial year
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Consol idated

2010

Sm

Consolidated

2009

Sm

Company

2010

$m

Company

2009

Sm

Note
Dividends paid and distnbutions paid or provided continued

Oil Distributions paid or provided

Macquarle Income Securities

Distributions paid net of distributions previously provided

Distributions provided

16 28

Total distributions paid or provided 21 33

The Macquane Income Securities MIS represent the minority interests of
subsidiary Accordingly the distributions

paid/provided in respect of the MIS are recorded as movements in minority interests as disclosed in note 32 Reserves
retained earnings and minority interests trIo dividends are payable under the preference shares until MBL consolidated

entity exercises its option to receive future payments of interest and principal under the other stapled security Upon
exereme dividends are payable at the same rate and subject to almilar conditions as the MIS Dividends are rtlo

subject to MBL Directors discretion Refer to note 32 Reserves retained eamings and minority interests for further

details on these instruments

Macquarie Income Preferred Securities

Distnbutions pad net of distnbutions previously provicled

or1e-i

33

Total distributions paid or provided note 32

12

45

The Macquane Income Preferred Securities MIPS represent the minonty interests of subsidiary Accordingly the

distnbutioris paid/provided in respect of the MIPS are recorded as movements in minority interests as disclosed in

note 32 Reserves retained earnings and
minority interests Macquarie Bank Umited MBL consolidated entity can

redirect the payments of distnbutions under the convertible debentures to be paid to itself For each debenture 5X MBL
preference shares may be substituted at MBLs discretion at anytime in certan circumstances to meat capital

requirements or on maturity Refer to note 32 Reserves retained
earnings and minority interests for further details on

these instruments

Note
Earnings per share

Consolidated Consolidated

2010 2009

Cents per share

Basic earnings per share 320.2 309.6

Diluted earniigs per share 317.4 308.6

Reconciliation of earnings used in the calculation of basic and diluted

earnings per share Sm Sm
Profit from

ordinary activities after income tax 1093 974

Profit attnbutatse to minority interests

Macquane Income Preferred Securities 45
Macquane Income Securities 21 33
Other minority interests 14 25
Total earnings used in the calculation of basic earnings per share 1050 871

Add back adjusted interest expense on Macquane Convertible Preference Securities 32

Total earnings used in the calculation of diluted earnings per share 1082 871

2010 Arnuid Report

Notes to the financial statements
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for the financial year ended 31 March 2010
continued

Consolidated Consolidated

Note

2010 2009

Earnings per share continued

Number of shams

weighted average number of ordinary shares used in the calculation

of basic shareper 327908104 281373310

Weighted average number of shares used In the calculation of diluted

earnings shareper

Weighted fully sharesaverage ordinary

Potential ordinary shares

327908104 281373310

Weighted optionsaverage

Weighted MEREP awards

268277 953793

average

Weghted reteritiun secunties and

275888

Convertible

153375

Macquane Securities

Total

12237648

weighted average number of ordinary shares and potential ordinary
shares used in the calculation earnings per

share 340843292 282327103

Options

Options granted to employees under the Macquarire Group Employee Share Option Plan MGESOP are considered to be

potential ordinary shares and have been included in the calculation of diluted
earnings per share to the extent to which

they are dilutive The issue price which is equivalent to the fair value of the
options granted and exercise price used in

this assessment incorporate both the amounts recognised as an expense up to the reporting date as well as the fair

value of options yet to be
recognised as an expense in the future

Included in the balance of weighted average options are 85318 2009 379687 options that were converted lapsed or

canceted during the financial year There are further 42643151 200948576394 options that have not been

included in the balance of
weighted average optiona on the basis that their

adjusted exercise price was greater than the

average matiet price of the Companys fully paid ordinary shares for the financeil year ended 31 March 2010 and

consequently they are not considered to be dilutive

MGL has suspended new offers under the MGESOP under the new remuneration arrangements which were the subject
of shareholder approvals Obtained at General Meeting of MGL in December 2009 The last grant of options under the
MGESOP was on December 2009 Currently MGL does not expect to issue any further options under the MGESOP
Macquafle Group Employee Retained Equity Plan

In December 2009 MGL sharetiokiers approved the implementation of the Macquarie Group Emphyee Retained Equity Pain

MEREP Awards granted under MEREP are considered to be potential ordkiary shares and have been inchded in the

calculetion of dikited earnings per share to the extent they are dilutive As at 31 March 2010
all MEREP awards were

considered dilutive

Exchangeable shares

The exchangeable shares on aaue refer note Contributed equity are considered to be ordinary shares and have

been induded in the determination of basic and diluted earnings per
share from thew date of issue

Retention securities and
options

Retention securities and options are considered to be potential ordinary shares and have been included in the

determination of diluted
earnings per share from their date of issue The fair value of these securities and options are

amortised over the vesting period

Macquane Convertible Preference Securities

Macquane Convertible Preference Securities issued during the financial
year refer note 30 Loan capital have the

potential to be ordinary shares and have been included in the determination of diluted
earnings per share from their date

of issue to the extent to which they are dilutsie These securities have not been included in the determination of basic

earnings per share
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Note
Cash collateral on securities borrowed and reverse

repurchase agreements

Central banks

Governments1

Rnancial institutions

Other

Note
Trading portfolio assets

Trading securities

Equities

Usted

Untated

Corporate bonds

Commonweath government
bonds1

Other govemrnent securities

Foreign government bonds

Bank bills

Certitcates of deposrV

Treasury notes

Promissory notes

Total
--

5212

28

2699

2455

1063

305

89

82 174

73

Consolidated

2010

Sm

Consolidated

2009

$m

Company
2010

Sm

Company

2009

$m

Note
Due from banks

Cash at bank 3572 3227

Ovemight cash at bank2 3046 5669

Other loans to banks 1207 3034

Due from clearing houses3 426 341

Total duefrom banks 8251 12271

Included within this balance is $13 milton 2009 $44 million provided as secunty over payables to other financial

institutions

lnduded within this balance is $126 million 2009 $niQ provided as security over payables

Included within this balance is $9 million 2009 $niQ provided as security over psyables

28

7061

13

709

4299

60 75

Total cash collateral on securities borrowed

and reverse repurchase agreements 7149

Governments include federal state and local governments and mated enterpnses

5096

2010 areissl Repair mscqsare.coni as

Notes to the financial statements

for the financial year ended 31 March 2010

continued

Consolidated Consolidated Company Company
2010 2009 2010 2009

Sm $m Sm

Note 10
Loan assets held at amortised cost

Due from clearing houses 2288 1449

Due from governments1 336 144

Due from other entities

Other loans aed advances 38482 40197

Less specrtc provisions for impairment 347 416

38135 39761

Leaserecefrables 3742 3617

Less specific provisions for impairment 15
Total due from other entitles 41872 43383

Total loan assets before collect vie allowance for

credit losses 44496 44976

Less collective allowance for credit losses 229 225
Total loan assets held at amortised cost 44267 44751

Governments include federal state and local govemments and related enterprises in Australia

Included within this balance are loans of $15998 million 20C9 $20390 million hald by consolidated SPEs witch are

avallable as security to note holders and debt providers

Included within this balance are other loans of $710 million 2009 $831 million provided as security over issued notes

and psyables to other extemal investors and financial institutions

Specific provisions for impairment

Balance at the beginning of the finanoal year 431 111

Provided for dunng the financial year note 177 344

Loan assets written-off previously provided for 143 24
Recovery of loans previoualy provided for note 37 17
Attributable to foreign currency tranalalion 76 17

Balance at the end of the financial year 352 431

Specific provisions ass percentage of total gross

ben assets 0.78% 0.95%

Collective allowance for credit losses

Balance at the beginning of the fnancial year 225 128

ritten baok/provided for during the financial year note 90

Attributable to acquisitions during the financial year 11

Attributable to foreign currency translation

Balance at the end of the financial
year 229 225

The consotdated entity enters into stock borrowing and reverse repurchase transactions with counterparties which

require lodgement of non-cash collateral The fair value of collateral hald as at 31 March 2010 is $7293 million

2009 $4237 milton Under certain transactions the consolidated entity is allowed to reset or repledge the collateral

held

3149

43

1117

3017

995

510

77

.awa 12007 9089

Other trading
assets

CommoditIes 131 171

Totalothertrsdlngsssets 131 171

Total trading portfolio asset 12138 9260

Included within these balances are assets provided as security over issued notes and paysbles to other external

investors and financial institutions The value of assets provided as security is $200 million 2009 $108 million

Included within this balance are trading assets of $4403 million 2009 $3331 million pledged as collateral to secure

liabilities under repurchase agreements and stock lending agreements

The collective allowance for credit losses is intended to cover losses in the existing overall credit portfolio which are not

yet speoficafy identfiable
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Note 13
Other assets

Debtors and prepayments

Security settlernent

Asaets under
operating

leases2

Property held tor sale and development

Other

5670

5480

1295

572

79

4588

3694

1999

313

46

Note 15

IntangIble assets

Goodwill

Customer and servicing contracts

Intangible assets with indefInite lives

Other identifiable intanaible assets

Total intangible assets

767 495

231 157

262 18

196 89

759

Consolidated Consolidated

2010 2009

Sm

Company Company

2010 2000

Sm

Note 11

ImpaIred financIal assets

Impaired debt investment secunties available tor sale

before specific provialons tor impalrrnent 143 188

Less specific provisions
for imparment 115 137

Debt investment securities available for sale after specitc

provisions for impairment 28 51

Impaired loan assets and other financial assets with

speoltc provisions for irnparment 1090 1428

Less specific provisions for impeirment 443 476

Loan assets and other financial assets after specfic

provisions for impairment 647 952

Total net impaired assets 675 1003

Macqueie Group Lwnited and Is sstsidanes 2010 Nvsvai tepee macupane ceo au

Notes to the financial statements

for the financial year ended 31 March

continued

2010

Consolidated

2010

Sm

Consolidated

2009

$m

Company

2010

Sm

Company

2009

$m

Note 14
Investment securities available for sale

Equity securities

Listed1 1001

Unlisted 344

Debt securities2 16876

272

542

17309

Total investment securities available for sale5 18221 18123

Impaired assets have been reported in accordance with AAS8 139 Filnarica/ Instruments Recogrston and Measurement

and include loan assets netted with certain denvative liabilities of $nil 2009 $85 million

Note 12
Other financial assets at fair value through profit or loss

Investment secunties 4552 3248

Loan assets 4620 4662

Total other financial assets at fair value through

profitorloss1 9172 7910

Included within this balance is $2173 million 2009 $2793 million provided as secunty over payables to other financial

institutions

Included within this balance is $1 million 2009 $1 million provided as security over payables to other financial

institutions

Included within this balance are debt securities of $316 million 2009 $293 million which are recognised as resut of

total retum swaps which meet the pass through teat of MSB 139 Financial Instruments Recogniiln and vtSmsuwnent

The consolidated entity does not have legal title to these assets but has full economic exposure to them

Includes $2382 million 2009 $8712 million of Negotiable Certficates of Deposit NCD due from financial institutions

and $20 million 2009 $238 million of bank bills

Included within this balance is $232 million 2009 $15 million provided as secunty over payables to other financial

institutions

Included within this balance is $182 million 2009 $niO pledged as collateral to secure liabilities under repurchase

agreements and stock lending agreements

104 95

Totalotherassets3 13096 10640 104 95

Security settlements are recevable within three worlang days of the relevant trade date

Assets under operating leases are stated net of accumulated depreciation of $343 million 2009 $621 million

Included within this balance is $835 million 2009 $1364 million of assets which are provided as security over amounts

payable to other tnancial institutions

1458

Reconciliation of the consolidated entitys movement in intangible assets

Intangible Other

Customer assets with identifiable

and servicing indefinite Intangible

Goodwill contracts lives assets Total

Sm Sm Sm Sm Sm

Balance at the beginning of the

financial year 495 157 18 89 759

Acquisitions during the financial year 375 145 234 113 887

Adluatments to purchase consideration 13
Transferredfromhaldforsale 11 34 45

Disposals during the financial year 11 22
Impairment during the financial year 10
Amort iast ion espense for the fnanoal year 23 32
Currency translation difference arialng

during the financial year

Balancesttheendoftheflnancialyear

81
767

39
231 262

17
196

138

1456

171

In relation to bualnesses acquired and hald for disposal the individual busineas is treated as cash generating unit

Assets associated with strategic bualness acquiations are allocated to each of the operating segments refer to note

Segment reportingl and aasessed for impairment on regional legal entity operating group
basis
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Consolidated Consolidated Company
2010 2009 2010

Sm Sm Sm

Company

2009

Sm

Note 16
Life investment contracts and other unitholder

investment assets

Cashandduefrombanks 103 106

Debt securities 617 714

Units in unt trusts 3960 3372

Equity securities 166 122

Total life Investment contracts and other unitholder

investment assets 4846 4314

Investment assets are held to satisfy policy and unitholder liabilities which are predominately investment linked

Income from life Investment contracts and other

unitholder investment assets

Premium income investment revenue and management

fees 663 342

Life investment contract claims reinsurance and changes

in policy liabilities 585 266
Directfees 34 21
Total income from life investment contracts and other

unitholder investment assets note 44 55

Soivency requirements for the life investment contracts business have been met at at times during the financial year

As at 31 March 2010 the life investment contracts business had investment assets in excess of policy holder liabilities of

$13 million 2009 $14 million

Note 17
Interests In associates and joint ventures accounted

for using the equity method

Loans and investments without proviaons for impairment 2990 3852

Loans and investments with provisions for impairment 1533 3349

Less provialon for impairment 596 1078

Loans and investments at recoverable amount 937 2271

Total interests in associates and joint ventures

accounted for using the equity method 3927 6123

Consolidated

2010

Sm

Consolidated

2009

$m

Reconciliation of movement in the consolidated entitys interests In

associates and joint ventures accounted for using the equity method

Balance at the beginning of the ffnancial year 6.123 5500

Associates acqaired/equity invested 887 1455

Share of pretax Qosses/profits of associates and oint ventures 329 105

Share of tax beneftt/espense of associates and joint ventures 99 31
Dwdends received/receviable from associates note 34 412 472
Associates disposed of 565 396
Impairment of investments in associates 354 714
Foreign exchange and other adjustments 649 471

Transferred to/from other asset categones 873 205

Balance at the end of the financial yew 3927 6123

Notes to the financial statements

for the financial year ended 31 March 2010

continued

Note 17
Interests in associates and joint ventures accounted for using the equity method continued

Summailsed Information of Interests in mateelal associates and joint ventures is as follows

Ownership interest

Country of 2010 2009

Name of entity incorporation Reporting date

Diversif ad CMBS Investments Inctb USA 31 March 57 57

European Directones 5A2 Luxembourg 31 December 14 14

Macquarie AjrFinance Limited Bermuda 31 December 38 38

MAp PJrposs2
a.a.a

Australia 31 December 22 21

Macquarie Communications Infrastructure Group3 Australia 30 June 19

Macquane Countiyetda Trust2 Australia 30 June 11

Macquaile Energy Holdings LLC USA 31 December 49

MGPA Limited2 Bermuda 30 June 56 56

Midyn Express Offshore Limited2 Bermuda 30 June 34 59

Macquarie European Infrastructure Fund LP3 UK 31 March

Macquana Goodman Japan Limited Singapore 31 March 50 50

Macquaria Infrastructure Ccmpant5 USA 31 December

Macquaite Infrastructure Group3 Australia 30 June 14

Scutham Cross Media Group2 Australia 30 June 25 22

Macquarts Office Truat35 Australia 30 June 14

MAIP International Holdings Lid Bermuda 31 December 25 25

New World Gaming Partners Holdings British

Columbia Limitedat Canada

Australia

31 December

31 December

31

25

31

27
Redford Australian Investment Truat1

Voting nghts for this investment are not proportional to the
ownership interest The consolidated antity has joint control

because nether the consolidated entity nor ts joint investor has control in their own right

Signif cant influence arises due to the consolidated entitys voting power and board representation

The consolidated entity has or had significant influence due to its fiduciary relationship as manager of these entities

Previoualy known as Macquane Airports

Due to restructure of
ownership these interests have now been classified as investment securities available for sale

Miclyn Express Offshore Limited was listed on the Australian Securities Exchange dunng the year ended 31 March 2010
pnor to that it was known as MEO Holdings Limited

Presously known as Msoquase Media Gmup

Infrastructure

Funds management and investing

Directories business

Property development/management entity

Oil and gas services

Metals mining energy

Media television gaming and internet investments

Gambling infrastructure
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Notes to the financial statements

for the financial year ended 31 March 2010
continued

at the
beginning of the

flnancialyear 483 92 22 608

Acquisitions 263 11 28 305

Disposals 82 89
Reclassitcatron 88

88

Foreign exchange movements 111 123
Depreciation eapense note 123 50 181
Balance at the end of the

flnancialyear 518 11 64 12 605

Dunng year Macquane International Investments Holdings L.P and Cies S.E.NC wholly owned subsidiary was
transferred out ot held tor sale In addition certan other agncultural non-current assets have been tmnsterred out of held

Included in the balance of property plant and equipment are assets pledged as security over payables to other ftnancial

institutions The terms preclude these assets from being sold or bang used as security tor further liabilities without the

permission of the fInancial institution The
csrrying value of assets pledged is $77 million 2000 $178 million

Note 19
Investments in subsidiaries

Conaolidated Co

2010

nsolidated

2009

Company

2010

Company

2009

$m $m Sm $m
at cost without provision for impairment

Investments at with

9727 7602

prosiaons for
impairment

Lass

16758 16952

provisions impairment 13163 131 63
Investments at recoverable amount

Total Investments

3595 3789

The material subsidiaries of the Company based on contribution to the consolidated entitys profit from ordinary activities

the size of the investment made by the Company or the nature of the activities conducted by the
subsidiary are

Delaware Management Holdings Inc United States

Macquane Acceptances Limited

Macquarla Africa Proprietary Limited South Africa

Macquarla Agricuituw Funds Management Umited formerly known as Macquane Pastoral Management Limited

Macquarie Aflemaitve Assets Management Limited

Macquane Asia Final Estate Management Pty Limited

Macquarle Australia Securities Limited

Macquaite B.H Pty Limited

Macquane Bank International Limited QJnited lingdom

Macquarle Bank Limited

Macquane Capital Advisers Limited

Mscqusne Capita Funding ijemey

2010 Asn.ai Report macarlaw corn an

Consolidated

2010

Sm

Consolidated

2009

$m

Company

2010

Sm

Company

2009

$m

Note 17
Interests In associates and joint ventures accounted

for using the equity method continued

Contingent liabilities of associates and joint

ventures are as fdlows

Share incurred joint ly with other investors

For which the consolidaled entity is severally liable 16 96

Financial information of interests in associates

and joint ventures are as follows

Consolidated nntitya share of

Assets 11268 18703

Liabilities 7330 12307

Revenues 2181 3342

Lossproflf after tax 215 92

Note 18
Property plant and equipment

Furniture fittings and leasehold improvements

Coat 805 745

Less accumulated depreciation 287 262
Total furniture fittings and leasehold improvements 518 483

Communication equipment

Cost 38 35

Less accumulated depreciation 27 27
Total communication nqu2menf 11

Computer equipment

Coat 386 374

Less accumulated depreciation 322 282
Total computer equipment 64 92

Infrastructure assets

Cost 13 24

Less accumulated
depreciation

Totalinfraatructureasaeta 12 22

Total property plant and equipment 605 605

Note 18

Property plant and equipment continued

Reconciliation of the movement In the consolidated entitys property plant and equipment at theIr written-down
value

Fumiture

fittings and

leasehold Communication Computer Infrastructure

improvements equipment equipment assets Total

Sm Sm Sm Sm Sm
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Note 19
Investments in subsidiaries continued

Macquarie Capital Funds Europe Limited United Kngdom

Macquanie Capital Group Limited

Maoquarie Capital USA Inc united States

Macquarie Corporate and Asset Finance LJmited

Macquarie Corporate Rnance Limited

Maoquane EMG Holdings Pty Limited

Macqueue Energy Investments LLC United States

Macqueue Rnance Korea Co Limited Republic of Korea

Macquarie Rnance Limited

Mscqusrre Snancial Holdings Limited

Macquarie Financial Limited/Financiere Macquarie Ltee Canada

Macqueue Financia Products Management Limited

Macquarie
France SARL France

Macquane Funding Inc Canada

Macquarie Funds Management Holdings Pty Limited

Mscquarie Funding Holdings Inc United States

Macquarie Group Services Australia Pty Limited

Macqueue Hong Kong Finance Limited Cayrnsn lalands

Macquane Holdings USA Inc United States

Macquanie Income Investments Limited

Macquerie Infrastructure Management Asia Pty Limited

Macquarie Infrastructure Management USA Inc United States

Macquarie Intemational Finance Limited

Macquane Investment Holdings No.2 Pty Lirmted

Macquane Investment Management Limited

Macquane Investment Services Limited

Macquarie Investments UK Limited United Kngdom

Macquarie Investment Australia Pty Limited

Macquane Private Capital Management Limited

Macquarie Property Investment Management Limited

Macquarie Securities Australia Limited

Macquane Securities South Africa Proprietary Limited South Africa

Macquanie Secuntiaation Limited

Macquane Speciahaed Asset Management Limited

MG Portfolio Management Limited

Note At entities are incorporated in Australia unless otherwise stated

Overseas subsidiaries conduct business predominantly in their place of incorporation unless otherwise stated

Beneficial interest in at entities is 100 per
cent

All entities have 31 March reporting date

Incorporated in the Cayrnan Islands with business conducted predominantly in Hong Kong

Macquarie Orocp Liniteit and to ntsidiaees 2010 trmjal Report macquane core 00

Notes to the financial statements

for the financial year ended 31 March 2010

continued

Consolidated

2010

Consolidated

2009

Company
2010

Company

2009

Sm $m Sm $m

Note 20
Deterred income tax assetslWabilittes

The balance compnsea temporary differences

attributable to

Other assets and liabilities 1027 1217 56

Tasloases 222 511 388

Taseffectofreaerves 104

Setoff of deferred tax liabilities 133 646
Totaldeferredincometaxasseta 1124 1186 56 368

Intangible assets 145
Investments in aubsdianes associates and toint ventures 98 143
Other liabilities 78
Financial instruments 45 498
Fixed assets

Sat-off of deterred tax assets 133 646

Total deferred income tax liabilIties 235
Net deferred income tax assets 889 1182 56 368

Potential tas assets of approximately $130 million 2099 $52 mtion attributable to tax losses carried forward by subsdiaiea

have not been brought to account lii the aubedianres and in the consolidated entity as the Diractora do not believe the

reatsatlon of the tax assets is probable

The pitnopies of the balance sheet method of tax effect accounting have been adopted whereby the income tax expense

for the financial year is the tax payable on the current periods tasable income eduated for changes in deferred tax assets

and liabilities attributable to temporary dfferences between the tax bases of assets and Iiabllites and their caning amounts

in the ftnarrdal statements and unused tax losses Deductible temporary differences and tax losses gee me to deferred tax

assets Deferred tax assets are not recognised unless the benefit is probable of realiaation

The deferred tax assets have been appled agalriat deferred tax liabilities to the extent that they are expected to be realised

in the same peeod within the sane tan pang entity
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Note 21
Non-current assets and disposal groups classified as

held for sale

Non-current assets and assets of disposal group

classified as held for sale

Associates 76 35

Other noncurrent assets 56

Assets of disposal groups ciassif ad as held for salef 47 446

Total non-current assets and assets of disposal

groups classified as held for sale 127 537

Liabilities of disposal groups classified as bed for sale

Total liabilities of disposal groups classified as held

forsale2 32B

Included within this balance are assets with carrying value of $nil 2009 $10 million provided as security over payables

to other financial institutions

The balance at 31 March 2010 represents the assets and liabilities of Advanced Maiicets Holdings LLC

The balance at 31 March 2009 represents the assets and liabilities of Macquane International Investments Holdings

LP Ciea S.E.N.C

PJI of the above non-current assets and assetsliabilities of disposal groups classified as hald for sale are expected to be

disposed of to other investors within 12 months of being classified as hald for sale unless events or circumstances occur

that are beyond the control of the consolidated entity and the consolidated entity remains committed to its plan to sell

the assets

Summarised information of matenal associates and joint ventures classifIed as held for sale is as follows

Ownership

interest

2010 2009

Naiae of entity

Retirement Villages Group RE Limited Australia 30 June 10 11

US Senior Using Tnst USA 31 December 50

Consolidated Consolidated Company Company

2010 2009 2010 2009

Sm $m Sm $m
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Notes to the financial statements

for the financial year ended 31 March 2010

continued

Consolidated Consolidated Company Company

2010 2009 2010 2009

Sm $m Sm

Note 21

Non-current assets and disposal groups classified as

held for sale continued

For associates and joint ventures classified as

held for sale financial information is as follows

Consolidated entitys share of

Assets 324 61

Liabitities 245 37

Revenues 12

Loss/proft after tax

Note 22
Due to banks

OECD banks 8360 9505 6922 7393

Cleanng houses 43 90

Other 1524 2263

Totalduetobanks 9927 11858 6922 7393

Amounts due to clearing houses are settled on the next business day

Note 23
Cash collateral on securities lent and repurchase agreements

Central banks 2776 729

Governments 101

Financial lnstitiittinns 4590 3067

Other 124 56

Total cash collateral on securities lent and

repurchase agreements 7490 3953

Note 24

Trading portfolio liabilities

Listed equity secunties 3892 2059

Corporate secunites 819 12

Commonwealth government securities 434 78

Other government securities 287 12

Total trading portfolio liabilities 5432 2161

Note 25
Debt issued at amortised coat

Debt issued at amortised cost 42614 48270 3154

Total debt issued at amortised cost 42614 48270 3154

Included within this balance are amounts payable to SPE note holders of $14419 million 2009 $20131 million

The consolidated entity has not had any defaults of principal interest or other breaches with respect to its debt dunng

the periods reported

Country of Reporting

incorporation date

AM associatea and loft ventures classified as held for sale are unlisted companies

Voting power is equivalent to ownership interest unless otherwise stated

The consolidated entitys interest in this entity was reclasslfi ad from interests in associates and joint ventures to held for

sale during the financial year

Retirement homes

For associates and joint ventures classified as held for sale the consolidated entitys share of contingent

liabilities is as follows

Share incurred jointly with other investors

For which the consolidated entity is severally liable
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Note 26
Other financial liabilities at fair value through profit or loss

Debtiasuedatfarvalue 1691 2265

Equity linked notes 2722 3938

Total other financial liabilities at fair value through

profit or loss 4413 6203

Reconciliation of debt issued at amortised coat and

other financial liabilities at fair value through profit or

loss by malor currency

Australian dollars 18428 25260 414

United States dollars 16847 16416 2740

Canadian dollars 5789 3607

Euros 1654 4081

SouthAfricanrand 1565 2212

Japanese yen 1350 683

Great British pounds 547 905

I-tong Kong dollars 386 626

Koreanwon 196 97

Singapore dollars 177 492

New Zealand dollars 88 94

Total by currency 47027 54473 3154

The consolidated anittys primary sources of domestic and international debt funding are its muti cunency muti

jurisdictional Debt Instrument Program and domestic NCD issuance Securities can be issued for terms varyng from

one day to 30 years

Total other liabilities

Amounts due to brokers and custornem are payable within three working days of the relevant trade date

Note 28
Provisions

Proivaonforannuaflesve 100 94

Provision for long service leave 73 66

Provaon for other en-floyee entitlements 11 12

Proviaon for dividends 17

Total provisions 191 189

Notes to the financial statements

for the financial year ended 31 March 2010

continued

Note 29
Capital management strategy

The Company and consolidated entitys capital management strategy is to masimise shareholder value through

optimising the level and use of capital resources whilst also providing the flexibility to take advantage of opportunities as

they may anse

The consolidated entitys capital management objectives are to

Continue to support the consolidated entitys credit rating

Ensure sufficient capital resource to support the consolidated entitys bualness and opemtional requirements

Malntaln sufficient capital to exceed externally imposed capital requirements and

Safeguard the consolidated entitys ability to continue as going concern

The consolidated entitys capital management strategy uses both the internal and external measures of capital Internally

an economic capital model ECM has been developed to quantify the consolidated entitys aggregate level of risk The
ECM is used In the consolidated entity to

support business deciaon making including deciding the required level of

capital the setting of risk appetite and as risk adjusted performance measure

The consolidated entity is subject to minimum capital requirements extemalkj imposed by APRA

subediary of the Company MBL is accredited by APRA to apply the Basal II Foundation Internal Ratings Based

Approach for credit risk and the Advanced Measurement Approach for operational risk

Regulatory capital requirements are measured at three levels of consolidation within the consolidated entity MBL and
cart an subadiades which meet the APRA definition of Extended Licensed Entities are reported as Level Level

conasts of MEL its subsidiaries and its immediate parent less certaln subsidiaries of MBL which are deconsclidated for

APRA reporting purposes These include entities conducting insurance funds management non financial operathns and

special purpose vehicles Level consists of Level group plus the Non-Banking Group APRA requires ADIs to have

minimum ratio of capital to risk weighted assets RWAs of
per

cent at both Level end Level with at least per cent
of this capital in the form of tier capital In additon APRA

imposes ADI specific minimum capital ratios which may be

higher than these levels Macquade internal capital policy set by the Board requires capital floors above this regulatory

required level Under the Non-Operating Holding Company structure APRA has imposed minimum regulatory capital

requirements calculated as the sum of the dollar value of

MELs minimum her capital requirement based on percentage of RWA5 plus tier deductions using prevalling

APRA Aol Prudential Standards and

The non-ADI group capital requirement using the consolidated entitys ECM Transactions intemal to the consolidated

entity are excluded

The overall Level capital position is reported as an excess over the
regulatory imposed minimum capital adequacy

requirement

The consolidated entitys Level eligible capital is defined by APRA as Group Capital ordinary equity plus reserves plus
hybnds less regulatory adjustments required for the

Banking Group less cart an reserves of the
Non-Banking Group

The consolidated entity has satisfied its externally imposed capital requirements at Level Level and Level

throughout the year

Note 27
Other liabilities

Due to brokem and customem

Creditors

Accrued charges and sundry provisions

Other

5535

4889

ags

360

12.679

4629

3464

2054

195

10.342
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Note 30
Loan capital

Macquart Convertible Preference Securities

In July 2008 Macquarie CPS Trust subsidiary of the Company issued six million Macquase Convertible Preference

Securities Macquarie CPS at tace value ot $100 each These instruments are non cumulative arid unsecured and may

be resold mendatority converted into Macquarie ordinary sharea subject to cerlan conditiona being satisfied or

redeemed on 30 June 2013 The CPS bear fixed rate coupona at 11.095 per cent per annum paid semi annually until

30 June 2013 whereby floating mte will apply

Subordinated debt

Agreements between the consolidated entity and the landers provide that in the event of liquidation entitlement of such

lenders to repayment of the principal sum and interest thereon is and shall at all times be and remain subordinated to the

rights of all other present and future creditors of the consolidated entity

The dates upon which the consolidated entity has committed to repay the principal sum to the lenders are as follows

Consolidated Consolidated Company Company

2010 2009 2010 2009

Sm Sm Sm Sm

Atcall

15 September 2009

3OJune2Ol3 600 600

15 September 2014

l2November2Ol4 11

301

18 September 2015

l9September2ol6

6Deoember2ole

239

330

516

489

176

667

31 May2017 319 305

Total subordinated debt and Macquarie Convertible

Preference Securltia 2015 2547

Reconciliation of subordinated debt by major currency

Auatratan dollars 918 968

Euros 527 668

Great British pounds 331 413

Unted States dollars 239 492

Canadian dollars

Total subordinated debt and Macquart Convertible

Preference Securities by currencyi 2015 2547

Balance disclosed excludes $7 million 2009 $9 million of diraotly attributable costs ralafed to the issue of Macquarie

CPS

The consolidated entity has not had any defauta of pnncipal interest or other breaches with respect to its loan capital

during the period reported

The cardng value of subordinated debt at far value through profit or loss at 31 March 2010 is $14 million higher

2009 $236 million lower than the contractual amount at maturity as credit risk and currant market interest rates

are factored into the determination of fair value

In accordance with APItA guidelines Maoquane Bank Limited subsdiary includes the applicable portion of its loan

capital pnncipal as iler capital
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Notes to the financial statements

for the financial year ended 31 March 2010

continued

Consolidated Consolidated

2010 2009 Consolidated Consolidated

Number of Number of 2010 2009

Shares Shares Sm Sm

Note 31

Contributed equity

Ordinary share capital

Opening balance of fully pad ordinary shares 283438000 274570840 4906 4534

On market purchase of shares pursuant to the

Msoquane Group Staff Share Acquisition Plan MGSSAP
withintherangeof$47.S2and$50.g6pershare 147365
Alocation of shares to employees pursuant to the

MGSSAP within the range of $47.52 and $50.96 per

share 147365

On-market purchase of shares pursuant to the

Msoquahe Group Non-Executive Director Sham

Acquisition Pan INEDSAPI at $39.96 31 March 2009

within the
range

of $28.35 and $50.96 per share 3639 10902
Alooat ion of shares to amployses pursuant to the

NEDSAP at $39.96 31 March 2009 within the
range

of

$28.35 and $50.96 per share 3639 10902

MGSSAP share issue within the
range

of $33.49 and

$47.99 shares 31 March 2009 $25.61 arid $56.40

parshare 28585 612618 34

Issue of shares on exercise of options 3293810 2638177 111 81

Employee Share Plan ESP share issue at $52.04

31 March 2009 $29.36 per share 31065 48348

Dividend Renveatment Pan DRP share issue wthin

the range of $33.24 and $47.77 31 March 2009

$29.06 and $50.95 per share 2738136 5364444 120 223

Issue of shares pursuant to an institutional pnvate

placement at $27.00 per share on May 2009 20000000 533

Issue of 161679 31 March 2009 196573 shares on

retraction ot exchangeable shares at $80.30 per share 161679 196573 13 16

Share Purohase Plan SPP share issue at $26.60 per

share 25151336 668

Issue of 6000 31 March 2009 7000 shares for nil cash

consideration pursuant to the ratantion agreements

entered into with key Orion Financial Inc employees 6000 7000

Issue of shares to Maoquarie Group Employee Retaned

Equity Pan Trust MEREP Trust at $46.60 per share 9395660 438

Transfer from Directors Profit Share DPS liability on

settlemant of obligation with own equity 180

Transfer from share based payments reserve for

employee options that have been exercised 18 17

Closing balance of fully paid ordinary shams 344244271 283438000 6990 4906

As at 31 March 2010 43545335200951675990 options granted to employees over unissued ordinary shares had

not been exercised For further information regarding the terms and conditions of the issue of options and shares to

employees refer to note 36 Employee equity participation Disclosures regardinq the Companys DRP are included in

note Dividends pled and diatsbutiona paid or provided
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Note 31

Contributed equity continued

Ordlnaiy share capital

Opening balance of fully paid ordinary shares 283438000 274570840 7729 7364

On market purchase of shares pursuant to the Macquane

Group Staff Share Acquisition Plan MGSSAP within the

rangeof$47.S2and$50.gepershare 147365
Allocation of shares to employees pursuant to the

MGSSAP within the range of $47.52 and $50.96 per

share 147365

On market purchase of shares pursuant to the Macquane

Group Non-Executive Director Share Acquisition Plan

NEDSAP at 539.96 31 March 2009 within the range of

$28.35 and $50.96 per share 3.639 110.902

Allocation of shares to employees pursuant to the

NEDSAP at 539.96 31 March 2009 within the range of

$28.35and$50.96pershare 3639 10902

MGSSAP share issue within the range of $33.49 and

$47.99 shares 31 March 2009 $25.61 and $56.40

per share 28585 612618 34

Issueofshsresonexerdseofoptons 3293810 2638177 111 81

Employee Share Plan ESP share issue at $52.04

31 March 2009 $29.36 per share 31065 48348

Dividend Reinvestment Plen DRP share issue within the

range of $33.24 and 547.77 31 March 2009 $29.06

and $50.95 per share 2738136 5364444 120 223

Issue of shares pumuant to an institutional private

placement at $27.00 per share on May 2009 20000000 533

Issue of 16167931 March 2009 196573 shares on

retraction of
exchangeable shares at $80.30 per share 161679 196573

Share Purchase Ran SPP share issue at

$26.60 per share 25151336 668

Issue of 600031 March 2009 7000 shares for nil cash

consideration pursuant to the retention agreements

entered into with key Orion Financial Inc employees 6000 7000

Issue of shares to Macquatie Group Employee Retained

Equity Plan Trust MEREP Trust at $46.60 per share 9395660 438

Transfer from Directors Profit Share DPS liability on

aetitement of obligation with own equity 180

Tmnsfer from share based payments reserve for

expensed options that have been exerdaed

Closing balance of fully paid ordinary shares 344244271 283438000

18

9806

17

7729
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Notes to the financial statements

for the financial year ended 31 March 2010

continued
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2010 2009 2010 2009
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Note 31

Contributed equity continued

Treasury shsres 443 438
Exchangeable shares

Balance at the beginning of the financial year 116 133

Issue of 2036705 exchangeable shares at $50.80 per

share exchangeable to shares in Macquarie Group

Umited on one-for one baai 54

Issue of 152472 exchangeable shares with retention

conditons at $50.80 per share exchangeable to shares

in Macquatie Group Umited on one for-one basis2

Retract ion of 161679 31 March 2009 196573

exchangeable shares at $80.30 per share exchangeable

to shares in Macquane Group Umited Ott one-for-one

basis3 13 16
Cancellation of 14238631 March 200912347
exchangeable shares at $80.30 per share 11
Cancellation of 34514831 March 2009 nil

exchangeablesharesat$50.8opershare 11
Cancellation of 55059 31 March 2009 niQ

exchangeable shares with retention conditions at

$50.Sopershsre

Total exchangeable shares at the end of the

flnancialyea 137 116

During the current year the Company introduced Macquarie Group Employee Retalned Equity Plan MEREP witch

grants RSUx DSUs and PSUx to eligible staff Under MEREP the staff retained profit share will be hald in the shares of

the Company by Macquarie Group Employee Ret alned Equity Ran Trust MEREP Trust and presented an Treasury

shares For further information regarding terms and conditions of MEREP refer to note 36 Employee equity partcipat ion

The exchangeable shares were issued by subadiary in August 2009 as consideration for the acquisition of Tnstone

Capital Global Inc and are claanfied as equity in accordance with AASB 132 Financial lnstninsenrs Presentatvn They
are eligible to be exchanged on one-for-one bass for shares in Macquarie Group Umited xubect to staff trading

restnctnons or cash at the Companys discretion and will pay dividends equal to Macquatie Group Umited dvidends

during their legal life The exchangeable shares must be exchanged by August 201 and
carry no Macquane Group

Umited voting rights

There are also retention agreements in place with key former Tnstone employeex under which new Macquate Group
Umited shams may be allocated within five years from the date of acquishion Ax at 31 March 2010 the total number of

retention options remaining ix 131297

The exchangeable shares were issued by subsidiary in November 2007 as consideration for the acquisition of Onon

Financial Inc and are claxaifled as equity in accordance with AASB 132 Flnancallnatnjnents Presentation They are

aligible to be exchanged on one for-one basis for shares in Macquatie Group Umifed xubpct to staff trading
rextnct ions or cash at the Companys discretion and will pay drvidenda equal to Macquarie Group Umited dwdendx

during their legal life The exchangeable shares will expire in November 2017 and carry no Macquatie Group Umited

voting rights

There are also retention agreements in place with key fonner Orion employees under which new Macquane Group
Umited shares may be allocated within five yeas from the date of acquiation As at 31 March2010 the total number of

retention options remsning are 127000
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Note 32
Reserves retained earnings and minority interests

Reserves

Foreign currency translation reserve

Balance at the beginning of the financial year 34 19
Currency translation differences ansing during the

financial year net of hedge 286 15

Balance at the end of the financial year 320 34

Available for sale reserve

Balance at the beginning of the financial year 223

Revaluation movement for the financial year net of tax 133 294
Transfer to income statement for impairment 118

Transfer to profit on realisation 50
Balance at the end of the financial year 126

Share based payments reserve

Balance at the beginning of the financial year 338 227 153 42

Opton expense for the financial year 110 128

MEREPexpenseforthefinanciatyear 114

Options issued to subsidiary employees note 24 110 128

MEREP issued to subsidiary employees note 34 114

Transfer to share capital on exercise of options 18 17 18 17
Balance at the end of the financIal year 544 338 359 153

Cash flow hedging reserve

Balance at the beginning of the friancal year 217 34

Revaluation movement for the fnancial year net of tax 178 251

BalanCeattheendofthetinancialyear 39 217

Share of reserves of interests in associates and joint

ventures accounted for using the equity method

Balance at the beginning of the financial year 67
Share of reserves dunng the financial year 36 58
Balance at the end of the financial year 31 67
Total reserves at the end of the financial

year 280 17 359 153

Retained
earnings

Balance at the beginning of the friancial year 3627 3718 2946 16231

Proflt/oss attributable to ordinary equity holders of

Macquarie Group Limited 1050 871 363 2328
Dledends

paid on ordinary share capital note 409 962 407 957
Balance at the end of the financial year 4268 3627 2902 2946

ti nhRldt nepuut macqJane.corn.ou

Notes to the financial statements

for the financial year ended 31 March 2010
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Notes 32
Reserves retained earnings and minority interests continued

Minority interests

Macquarie Income Preferred Securities

Proceeds on issue of Macquane Income Preferred Secuntiesi 107 894

Lessissuecosts 10
106

Less securities financed 382
502

Current year profit 45

Distribution prisaded on Macquarie Income Preferred Securities

note 45
translationcurrency reserve 39 04

Total Macquarie Securities 67 398

Macquarie Income Securities3

4000000 Macquane Income Securities of $100 each 400 400

Less costs for

Total Income SecuritiesMacquane 391 391

Other minority interests

Ordinary share capital 40 57

Preference share capital

Foreign currency translation reserve 13
Retained 37

Total other minonty interests 79

Total minority Interests 537

On 22 September 2004 Macquane Capital Funding LP subsdiary of The issued 0050 million of MIPS MIPS

guaranteed non-cumulatse preferred currenfly pay per cent semi-annual non-

cumulative fIxed rate distribution They are securities and have fixed but bematurity may on

15 April 2020 at MGLs discretion If not elected thai the distnbulionon rate be reset 2.35 per

cent annum above the then five-year benchmark sterling gut rate MIPS be redeemedmay on
annsersary

thereafter at MGLs aiscretion The first 15 2005 Thecoupon April are

consolidated entitys financial statements interest with distnbution entitlements beng the

minority wrterest share of profit after tax

On 11 September 2009 the various interests in MIPS held by Finance LimitedCapital Dubal were
redeemed

The Macquane Income Securities issued by MBL listed for trading on Exchange

now Ausfralam Securities Exchange on 19 October 1999 and became redeemable in or part at

discretion on 19 November 2004 Interest is paid quarterly at rate of BBSW .7pIus per pa
2009 1.7 per cent pa Payment of interest to holders is subject to certain theincluding profitability

of MBL

These instruments are classified as equity in accordance with MSB 132 Rranca/Instrimeisfa Presentation and

reflected in the consolidated entitys fnancial statements as minority interest with distnbution entitlements being included

with minority interests share of proft after tar

Distribution policies for these instruments are included in note Drardends
paid and distributions paid or provided
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Notes to the financial statements

for the financial year ended 31 March 2010

continued
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Note 34
Related party Information

Subsidiaries

Transactions between the Company and its subsidianes principally arise from the granting of loans and the provision of

management and administration services

At transactions with subsidiaries are in accordance with regulatory requirements the mority of which are on
commercial terms At transactions undertaken dunng the financial year with subsidianes are eliminated in the

consdtdated financial statements Amounts due from and due to subsidiaries are presented separately in the statement
of financial position of the Company except when

offsetting ref ects the substance of the transaction or event

Balances aiming from lending and borrowing activities between the Company and its subadiaries are typically repayable
on demand but may be extended on term basis and where appropriate may be either subordinated or collateralised

In the financial year ended 31 March 2008 the Company received $10.1 billion intra-group loan from MBL of which

$1 24g million 200g $3800 million remained outstanding at the bakrnce sheet date This facility is an unsecured term
loan to be repaid by December 2012

list of material subsidiaries is set out in note 19Investments in subsidiaries

The Company as the ufiimate parent entity of the Macquarie Group is the head entity of the tax consolidated group and
has entered into tax funding agreement with its eligible Australian resident subsidianes The terms and conditions of this

agreement are set out in note vii Summary of signif cant accounting policies Dunng the
year ended 31 March 2010

current tax liabilities of subsidiaries assumed by MGL as the head entity of the tax consolidated group amounted to

$558 million 200g $994 million As at 31 March 2010 the amount recervable by the Company under the tax funding

agreement with the tax consolidated entities is $194 million 2009 $214 million payable This balance is included in Due
from subaldianes in the Companys separate statement of financial position

Consolidated Consolidated Company Company
2010 2009 2010 2009

Sm $m Sin Sm

Interest income received/receivable note 453

Interest expense pad/payable note

842

Share based payments to employees of subsidiaries

93 524

note 32

Dividends and distributions

224 128

The following balances with subsidiaries

380 858

outstanding as at financial year end

Amounts receivable

Amounts payable1

10390

As descnbed in note ax Summary of algnificant accounting potcies the Company has recognised liability of

$91 milton 2009 $nil for amounts received in advance as at 3t March 2010 from subaldianes fur MEREP offered to
their employees and yet to be recognised ass share-based payment expense by the subsidiary To the extant that the

awards vest this amount will be retained by the Company as compensation for issuing and releasing the shares to the

subeidery employees

Note 33
Notes to the statements of cash flows

Reconciliation of cash and cash equivalents

Cash and cash equivalents at the and of the financial year as

shown in the statements of cash flows are reconciled to related

items in the statement of financial position as follows

Cash and balances with central banks 141

Due from other financial institutions

Duefromn banks 1940 12208

Trading securitie 3833 12146

Cash and cash
equivalents at the end of the financial year 11773 24495

Reconciliation of proflt/Qoaa from ordinary actMtles after

Income tax to net cash flows used inIfrom operating activities

Proflf/Qoss from ordinary activities after income tax 1093 974 363 12328
Adustments to profit/Qoss from ordinary activities

Depreciation and arnorliastion 445 477

Dividends received/receivable from associates 412 472

Farm value changes on financial assets and liabilities at falr value

through proft or loss and realised investment securities avallable

forsale 146 111
Galn on acquiring disposing and change in

ownership interest in

subsidiaries and bualnesses held for sale 393 323
Galn on repurchase of subordinated debt 55
lmpalrmant charge on financial and nonfinancial assets 705 1798 13163

Interest on available for sale financial assets 288 617
Loss on disposal of property plant and eqdpment 16

Net gains on sale of investment securities avallable for sale and

associates and oint ventures 146 224
Sale of management rights 428
Share based payment expense 224 128

Share of net Oossea/profits of associates and loint ventures

accounted for using the equty method 230 74
Changes in assets and tabiities

Change in arrrount due from subsidiaries under tax funding

agreement 408 334

Change in dradends receivable 138 47

Coange in fees aid non-interest income receivable 152 110

Change in fees and commissions payable 21 57

Changeintssbalances 87 316 337 501
Change in provisions for employment entitlements 12

Change in loan assets granted 336 3553 404 3231

Change in ban payable to subsidiary 2551 5000
Change in debtors prepayment accrued charges and credtom 1004 3592
Change in net trading portfolio asaets and liabilities and net

derivative financial instruments 266 4432

Change in net interest payable amounts due to other financial

institutions deposits and other borrowings 8632 1289 2632 2633

Change in lite investment contract receivables 1114 250
Net cash flows used lnfmm operating activities 5959 5160 780 1582

Indudes cash at bank ovemight cash at bank other loans to banks and amounts due from clearing houses an per note

sat Summary of significant accounting pdtces

Indudea certificates of deposit bank bills and other short term debt secunties as per note aid Summary of significant

accounting policies
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Notes to the financial statements

for the financial year ended 31 March 2010

continued

Note 34
Related paty information continued

Associates and joint ventures

Transactions between the consolidated entity and its associates and joint ventures pnncipalfy arise from the proesion of

corporate advisory services the granting of loans denvatrve transactions and the provision of management services All

transactions undertaken with associates and joint ventures are eliminated where they are unreatised to the extent of

ownership interests held by the consolidated entity in the consolidated income statement

During the financial year the following transactions occurred with associates and joint ventures

Consolidated Consolidated Company Company

2010

Sm
2009

Sm
2010

Sm
2009

Sn

Interest income recaived/receviabiv 21

Fee and commission income 683 969

Other income

Gains on sate of securltiesa 57 48

Dtindends and distnbutions note 17 412 472

Brokerage and commissron expense 19

Fee and cornmisaron income includes all fees charged to associates

Gains on sale of securities are shown after etmination of unrealised prolttsilosses calculated by reference to the

consolidated entitys ownership interest in the associate

DMdends and distributions are shown as gross amounts Under the equity method these amounts are not taken up as

income but are recorded as reduction of the canyng amount of the investment

The following balances wrth associates and joint ventures were outstanding as at fnanciat year end these exclude

amounts which in substance form part of the consolidated entitys net investment in associates disclosed in note 17

Interests in associates and joint ventures accounted for using the equity method

Consolidated Consolidated Company Company

2010 2009 2010 2009

Sm Sm Sm Sm

Amounts receivable 325 711

Amounts payabie 112

Balances arising from lending and borrowing activities between the consolidated entity arid its associates and joint

ventures are typically repayable on demand but may be extended on term basis and where appropriate may be either

subordinated or collateralised

Note 35
Key Management Personnel disclosure

Key Management Personnel

The following persons were Voting Directors of MGL during the financial years
ended 31 March 2010 and 31 March 2009

unless indicated

Executive Directors

LG.CoxAO
N.W Moor
A.E Moss AD

Non-Executive Directors

OS Clarke AO
M.J Hawker

Kirby

C.B Livingstone AD

H.K McCann AMa

J.R Niland AC
H.M Nugent AD
PH Wamea

In addition to the Executive Directors listed above the following persons also had authority and responsibility for planning

directing and controlling the activities of MGL during the past two financial years ended 31 March 2010 and 31 March

2009 unless otherwise indicated

Executives

S.D Allen Group Head Risk Management Group appointed 28 September 2009

J.K Burke Former Joint Group Head Macquane Secunties Group retired 26 February 2009

Carapiet Group Head Macquane Capital

A.J Downe Group Head Fixed Income Currencies and Commodities Group

Laidlaw Group Head Macquane Secunties Group appointed 10 June 2008

P.J Maher Group Head Banking and Financial Services Grnup

N.R Minogue Former Group Head Risk Management Group retired 30 November 2009

Sheppard Deputy Managing Director

D.C Ward Chief Finanolal Officer

Wikramanayake Group Head Macquanie Funds Group appointed 10 June2008

Members of the consolidated entitys Executive Committee as at 29 April2010

On 31 August 2009 Mr Clarke resumed full duties as Charman following leave of absence which commenced on

27 November 2008

Mr McCann was appointed Acting Chairman in Mr Clarkes absence from 27 November 2008 to 30 August 2009

Mr Wame was appointed Acting Chairman of the Board Risk Committee in Mr Clarkes absence from 27 November

2008 and was appointed Chairman on 27 August 2009

It is iroportant to note that the Companys Non-Executive Directors are specifically required to be categorised as Key

Management Personnel for the purposes of the disclosures in the Remuneration Report However the Non Executive

Directors do not consider that they are part of management

The remuneration arrangements for all
of the

persons
listed above are descnbed in Appendix of the Remuneration

Report contained in the Directors Report on pages
67 to 125

retired 29 July 2009

Managing Director arid Chief Executive Officer

retired 24 May2008

Non Executive Chairman

appointed 22 March 2010
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Note 35
Key Management Personnel disclosure continued

Key Management Personnel remuneration

The following tables detail the aggregate remuneration for Key Management Personnel

Short-term Long-term Share

employee employee based

benefits benefits payments

Total

Salary and Performance short-term

fees Including related Other employee Restricted Shares/ Total

superannuation remuneration benefits benefits profit share options remuneration

Executive Remuneration

2010 4175424 21171591 25347015 5219357 14598152 45164524

2009 4683157 17208685 21891842 19898260 9371387 11364969

Non-Executive Remuneration

2010 2652252 36950 Z689202 2689202

2009 2430950 49350 2480300 2480300

Includes earnings or losses on restricted profit share

Note 35
Key Management Personnel disclosure continued

Option holdings of Key Management Personnel and their related parties

The following tables set out details of options held dunng the year for the Key Management Personnel including their

related parties on consolidated entity basis The options are over folly part unissued ordinary shares of Macquane
Group Umited Further details in relation to the MGESOP are disclosed

ri note 36 Employee equity participation

For the financial year ended 31 March 2010

Options not Number of

able to be options Number of

Number of Options exercised able to be options Number of

options exercised due to exercised vested options

held at during the performance held at during the vested at

April financial hurdles not Other 31 March financial 31 March
2009 year met charities3 2010 year 2010

Executive Directors

NW Moore 776634 48334 104799 623501

Executives

56668 223333

S.D Allen

M.Carapiet

A.J Downs

Laidlaw

P.J Maher

WA Sheppard

GO Ward

lMkrarnanayake

218725

550567

426334

372374

135001

224334

156834

178275

13334

89786

56666

18333

30000

20000

28334

24449

13334

33334

218725

460781

341334

347925

103334

161000

123500

178275

40604

16668

70974

8334

16668

10000

90303

128993

78333

133600

26667

65000

40000

Former

58119

LG Cox

N.R Minogue

32265

170834

6081

23332

26184

100836 46666

Or date of appointment if later

Performance hurdles for options issued on or after 30 June 2006 and vesting sf1 July2009 were not achieved and
therefore the options did not vest These options are not exercisable and the related

expense precously recognised on

these option grants were reversed in the prior year The value of those options that lapsed cajculated on July 2009 was
$nil

Vested options sold under facility provided by an external party unless otheiwse noted

Or date of retirement if earlier

Mr Allen was appointed to the Executive Committee on 28 September 2009 The
opening balance on April 2009

represents holdings at the date of appointment

Mr Ccx retired from the Board on 29 July 2009 Balance at 31 March 2010 represents holdings at date of retirement
Other changes include sale of options and forfeiture on retirement

Mr Minogue retired from the Executive Committee on 30 November 2009 Balance at 31 March 2010 represents

holdings at date of retirement Other changes include sate of options and forfeiture on retirement
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Note 35
Key Management Personnel disclosure continued

The following tables set out detals of options held dunng the year for the Key Management Personnel including their

related pertiea
on consolidated entity basal The options are over frilly paid unissued ordinary shares of Macquarie

Group Limited The opening balance relates to
holdings over MBL options Further details in relation to the MGESOP are

disclosed in note 36 Employee equity participation

For the financial year
ended 31 March 2009

Number of

Number of Options Options Number of options Number of

options granted exercised options vested options

held at dusng the during the held at
during the vested at

April financial financial Other 31 March financial 31 March

2008 year year uhanoes2 2009 veer 2009Name and pcsaition

Executive Directors

LG Cox 32265 32265 7754 15227

NW Moore 532734 243900 776634 158333 2t4999

A.E Moss4 670400 670400 170400

Executives

J.K Burke5 224678 173012 51666 70000 51666

Oarapiet 383067 200000 32500 550567 120889 88389

A.J Downe 248334 178000 426334 73333 89999

Laidlaw 247725 135000 10351 372374 62586 87075

P.J Matter 85001 50000 135001 31667 31667

N.R Minogue 118334 52500 170834 36666 48332

W.R.Sheppard 193334 51000 20000 224334 48334 81666

GO Werd 103334 53500 156834 33334 43334

Wikremanayake 107575 80000 9300 178275 30828 21528

Or date of appointment if later

Vested options sold under facility proaded by an extemal party unless otherwise noted

Or date of retirement if earlier

Mr Moss retired as Key Management Person on 24 May2008 His balance at 31 March 2009 represents holdings at

date of retirement

Mr Burke forfeited 108334 options on his retirement date 26 February 2009

Mr Laidlaw end Ms Wtlrramanayake were both appointed to the Executive Oommittee on 10 June 2008 The opening

balance at April 2008 represents holdings at date of appointment Movements are from this date

Note 35
Key Management Personnel disclosure continued

MEREP RSU Awards of Key Management Personnel end their related parties

The following tables set out details of MEREP RStJ awards held dunng the year for the Key Management Personnel

including ther related parties on consolidated entity basis Further details in relation to the MEREP RSU awards are

disclosed in note 36 Employee equity participation

For the financial year ended 31 March 2010

Number

Number RSU RSU Number of RSU Number

of RSU awards awards of RSU awards of RSU
awards granted exchanged awards vested awards

held at during the during the held at during the vested at

April financial financial 31 March financial 31 March

2009 year2 year 2010 year 2010

Executive Directors

NW Moore 468480 466460

Executives

SD Allen

Carapiet

A.J Downe

Laidlaw

P.J Matter

W.R Sheppard

GO Ward

Wkramanayake

113565

34661

80871

126778

88468

108729

92688

69028

113565

34661

80877

126778

88468

108729

92688

69028

Or date of appointment if later

As discussed in note ax Summary of significant accounting policies RSUs are granted in the financial year folloivng

the year of the Companys performance to which the grant relates Consequently RSUs disclosed an granted above

relate to 2009 and indude pre-2009 in relation to transition awards

Or date of wtirement if earlier

Mr Allen wan appointed to the Executive Committee on 28 September 2009 The
opening

balance on April 2009

represents holdings at the date of appcentrnent 88406 of these awards are held outside the MEREP and Mr Alien does

not have legal or beneficial interest in the underlyng shares however these awards have the tame economic benefits

ananFlSUheldintheMERER

49330 of these awards are held outalde the MEREP and Ms Wkramanayake does not have legal or beneficial interest

in the underlying shares however these awards have the same economic benefits an an ASU held in the MEREP

There were no MEREP RSU Equity awards granted during the 12 months to 31 March 2009
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Notes to the financial statements

for the financial year ended 31 March 2010

continued

Note 35
Key Management Personnel disclosure continued

MEREP PSU Awards of Key Management Personnel and their related parties

The following tables set out details of MEREP PSU awards held during the year for the Key Management Personnel

including their related parties on consolidated entity basis Further detala in relation to the MEREP PSU awards are

disclosed in note 36 Employee equity partidpstion

For the financial
year ended 31 March 2010

Name and position

Executive Directors

NW Moore 38300 38300

Executives

D.Afien4

Carapiet

A.J Downe

Ladlaw

P.J Maher

W.R Sheppard

CC Ward

Wtkramanayake

34300

53500

20700

13000

3900

26700

11500

34300

53500

20700

13000

3900

26700

11500

Or date of appointment it later

As discussed in note xx Summary of significant accounting policies PSUs are granted in the financeil year following

the year ot the Companys performance to which the grant relates Consequently PSUs disclosed as granted above

relate to 2009

Or date of retirement it earlier

Mr Alien was appointed to the Executive Committee on 28 September 2009 The opening balance on April 2009

represents holdings at the date of appointment Movements are from this date

There were no MEREP PSU Equity awards granted during the 12 months to 31 March 2009

Name and position

Executive Directcrs

uua

NW Moore 1197411 48334 1245745

Non-Executive Directors

D.S Clarke4 704914 431197 273717

M.J Hawker5 4103 4103

PM Kirby 18996 4202 23198

C.B Livlogxtone 8980 3020 12000
H.K McCann 11359 2126 13485

JR Niland 9559 563 10122

H.M Nugent 20613 563 21176
PH Wame 15821 15821

Executives

S.D Allen6 38025 38025

Carapiet 680750 .- 93134 587616

A.J Downe 124102 45224 78878

Leidlaw 38475 560 39035
P.J Maher 106175 32000 74175

W.R Sheppard 267790 18481 249309

S.C Ward 15345 13334 13334 15345

Wikramanayake 326867 326867

Former

LC Cox 269812 269812
NP Minogue8 136620 136620

Or date of appointment it later

Includes on-market acquisrtions and disposals

Or date of retirement it earlier

Mr Clarke sought and was granted ieave from 27 November 2008 to 30 August 2009

Mr Hawker was appointed to the Board on 22 Merch 2010 The opening balance on AprIl2009 represents holdings at

the date of appointment

Mr Alien was appointed to the Executive Committee on 28 September 2009 The opening balance on Apnl 2009

represents holdings at the date of appointment

Mr Cox retired from the Board on 29 July 2009 Balance at 31 March 2010 represents holdings at date of ratirerrient

Mr Minogue reitred from the Executrse Committee on 30 November 2009 Balance at 31 March 2010 represents

holdings at date of retirement

Number

of PSI
awards

held at

April

PSU

awards

granted

during the

financial

year2

PSU

awards

exchanged

during the

financial

year

Number

of PSU

awards

held at

31 March

20102

Number

of PSU
awards

vested

during the

financial

year

Number

of PSU

awards

vested at

31 March

20102

Note 35
Key Management Personnel disclosure continued

Shareholdings of Key Management Personnel and their related parties

The following tables set out datalla of fully pad ordinary shares of the Company held during the fnancial year by Key

Management Personnel including their related parties on consolidated entity basis

For the financial
year ended 31 March 2010

Number Number

of shares Shares of shares

held at received held at

April on exercise 31 March

2009 -----
20102
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Notes to the financial statements

for the financial year ended 31 March 2010

continued

Note 35
Key Management Personnel disclosure continued

Shareholdings of Key Management Personnel and their related parties continued

For the financiai year ended 31 March 2009

Number Number

of shares Shares of shares

held at received held at

Apnl on exercise Other 31 March

Name and position 2008 of options changesa 2009

Executive Directors

LG Cox 269812 269812

N.W Moore 1030510 166901 1197411

Moss 404236 404236

Non-Executive Directors

D.S Clarke 704868 46 704914

P.M Krby 9772 9224 18996

C.B Lfangstone 8432 548 8980

1-1K McCann 11359 11359

JR Niland 7969 1600 9569

I-tM Nugent 20613 20613

P.H Wame 9077 6744 15821

Executives

J.K Burke 31657 30902 62559

Carapiet 531274 32500 116976 680750

A.J Downe 176036 51934 124102

Laidlawa 28124 10351 38475

P.J Maber 125323 19148 106175

NA Minogue 157312 20692 136620

W.R Sheppard 261313 6477 267790

G.C Ward 56620 41275 15345

Wikramanayake 252546 9300 65021 326867

Or date of appointment it later

Includes onmarket acquisitions and disposals

Or date of retirement if esther

Mr Moss retired as Key Management Person on 24 May 2008 His balance at 31 March 2009 represents holdings at

date of retirement

Mr Clarke sought and was granted leave from 27 November 2008 to 30 August 2009

Mr Burke retired on 26 February 2009 His balance at 31 March 2009 represents holdings at date of retirement

Mr Laidlaw and Ms Wikramanayake were both appointed to the Executive Corrwnittee on 10 June 2008 The balance at

April 2008
represents holdings at date of appointment Movements are from this date

Note 35
Key Management Personnel disclosure continued

Loans to Key Management Personnel and their related parties

Detals of loans proaded by the consolidated entity to Key Management Personnel and their related parties are disclosed

in the following tables

Total for Key Management

Personnel and their related

parties

Total for Key Management

Personnel

Opening Closing

balance at Interest balance at

April charged Write-down 31 March

s000 $ooO s.000 $ooo

2010 42861 3045 31691 11

2009 62518 4512 42861 10

2010 22729 863 12422

2009 44.506 2.504 22.729

Loans and other financial instrument transactions are made by the consolidated entity in the ordinary course of bualness

with related parties

Certain loans are prosided under zero cost collar facilities secured over Macquane Group Limited shares under normal

terms and conditions consistent with other customers and employees

Key Management Personnel including their related parties with loans above $100000 at any time during the financial

year areas follows

For the financial year ended 31 March 2010

Name and position

Executive Directors

NW Moore 5313 330 5274 5313

Non-Executive Directors

D.S Clarke 37290 2700 26160 38975

Executives

Ft Laidlaw 238 14 238 238

Or date of appointment if later

Al loans provided by the consolidated entity to Directors and Executives are made in the orcitnaiy course of business on

commercial basis and are entered into under normal terms and condihons consistent with other customers and

employees There have been no wnte-downs or allowances for doubtful debts

Or date of retirement if esther

Mr Clarke sought and was granted leave from 27 November 2008 to 30 August 2009

Number in

consolidated

entity at

31 March

Balance at

lApril

2009

$000

Interest

charged Write-downs

$000 $OOO

Balance at

31 March

2010

$000

Highest

balance

during

financial

year

$000
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Note 35
Key Management Personnel disclosure continued

For the financial year ended 31 March 2009

Name and position

Batance at

April

20081

$000

Interest

chargerf

$000

Wnte-downa

$000

Balance at

31 March

2009

$000

Highest

balance

during

financial year

$000

Executive Directors

N.W Moore 12259 376 5313 12570

NonExecutlve Directors

D.S Clarke4 34826 3352 37290 37798

Executives

A.J Downe

Laldlaw

P.J Maher

N.R Minogue

0.0 Ward

1847

238

4912

4249

4406

105

10

499

42

127

238

20

1847

238

5572

4339

4406

Or date of appointment if later

All loans provided by the consobdated entity to Directors and Executives are made in the ordinary course of business on

commercial basis and are entered into under normal terms and conditions consistent with other cuatomers and

employees There have been no wnte-downs or allowances for doubttul debta

Or date of retirement if earlier

Mr Oarke sought end was granted leave from 27 November 2008 to 30 August 2009

Mr Laidlaw was appointed to the Executive Corrsnittee on 10 June 2008 The balance at April 2008 represents

holdfrrgs at date of appointment Movernenta are from thia date

Note 35
Key Mensgement Personnel disclosure continued

Other trensactions with Key Management Personnel end their related parties

Certain Key Management Personnal and ther related parties have acquired Infrastructure Bonds and similar products
from subsidianes within the consolidated entity which have been financed with limited recourse loans and are subiect to

forward sale agreements The loan repayments and proceeds ansing from the forward sale agreements are subject to

legal nght of set-oft and as such are not recognised for financial reporting purposes The only amounts recognised by the

consolidated entity in respect of these transactions are the annual payments from the ralevant Key Management
Personnal which are brought to account as fee revenue These transactions have been undertaken on terms and
conditions consistent with other customers and employees

Consolidated Consdidated

2010 2009

tonG $000

Total annual contributions from Key Management Personnal and their ralated parties in

respect of Infrastructure Bonds and similar products 10123 14538

The annual contnbutiona in respect of Infrastructure Bands and similar products relate to the totowing Key Management
Personneti

Executive Directors

NW Moore

Non-Executive Directors

P.M Kirby

Executives

Aten 2010 onM Caraptat A.J Downe Laidlaw P.J Maher WAit Sheppard 0.0 Ward Wkramanayake
2010 onM

Former Directors

LC Cox N.R Minogue

The following Key Management Personnal including related parties have entered zero cost collar transaction with the

consolidated entity and other non mutated entities in respect of fully paid ordinary MOL shares This has the effect of

acquinng cash-settled put options against movements in the MGL share price butow nominated levels and disposing of

the benefit of any shame pore movement above the nominated level

Transactions with the consolidated entity

Number of Number of

shares shares

2010 2009

Non-Executive Directors

D.S Clarke Matunng May 2009

Matunng August 2009

Matunng June 2010

361163

25196

Executives

A.J Downs
Maturing July 2010

213517

21905

213517

All other transactions with Key Management Personnal ncluding thair waked parties were conducted on an arms

length basis in the ordinary course of business and under normal terms and conditions for customers and employees
These transactions were tnvai or domestic in nature and consisted pnncipafiy of normal personal banlring and financial

investment seheces
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Note 36
Employee equity participation

Option Plan

In November 1995 MBL introduoed an Employee Share Option Plan as replacement for its now closed partly paid

share scheme On 13 November 2007 the date of the Macquarie Group Restructure all MBL options were cancelled

and replacement options over shares in the new utimate parent entity MGL were issued on the same terms on one

for-one basis under the Macquarie Group Employee Share Option Plan MGESOP MGL has suspended new offers

under the MGESOP under the new remuneration arrangements whioh were the subject of shareholder approvals

obtained at General Meeting of MGL in December 2009 The last Grant of Options under the MGESOP was on

Decerriber 2009 Currently MGL does not expect to issue any further Options under the MGESOP

Previoualy the staff eligible to participate in the MGESOP were those of Associate Director level and above and

consultants to the consolidated entity At 31 March 2010 there were 2821 2009 3052 participants of the MGESOP

The fair value of each option is estimated un the date of grant using standard option pricing techniques based on the

Glack-Scholes theory The following key assumptions have been adopted for grants made in the current financial year

risk free interest rate 5.35 percent weighted average 2009 6.77 per cent

expected life of options tour yeers 2009 four years

volatility of share price 44 per cent 2009 24 per cent and

alvidend yield 3.47 per cent per annum 2009 3.47 per cent per annum

Options now on issue are all fve year optons over fully pad unissued ordinary shares in the Company and were granted

to indthduela or the indwduela controlled Company or an entity approved under the MGESOP to hold options

The options were issued for no consideration and were granted at prevailing market prices The exercise price of recent

options granted was generally based on the weghted average market price during the one week up to and including the

date of grant of the options

The fotowing isa summary of options which have been granted pumuant to the MGESOP

Weighted Waghted

average average

exerciae exercise

Number of price Number of price

optiona 2010 options 2009

2010 2009

51675990 5951 39035751 51.23

799000 31.16 19488263 53.11

3073464 60.84 3975064 63.64

3292178 33.63 2638177 30.74

2564013 60.69 234793 64.32

43545335 60.94 51675990 59.57

16756527 64.90 13245119 55.32

For options exercised dunng the tnancial year the weghted average share price at the date of exercise was

$41.30 2009 $50.66

The
range

of exercise pnces for options outstanding at the end of the financial year was $17.10 to $94.48

2009 $17.10 to $94.48

Note 36
Employee equity participation continued

Option Plan continued

The weighted average wmalning contractual life for the share options outstanding as at 31 March 2010 is 2.24 years

2009 3.02 years The weighted average remaining contractual life when analysed by exercise price range is

Number of Remaining Number of Remaining

optiona life yeara options life years

2010 2010 2009 2009

1020 29000 3.94 21000 4.94

20 30 320951 3.86 113000 4.72

30 40 667746 3.76 3798928 0.91

4050 623513 2.92 981009 2.69

50 60 15915168 3.36 17195829 436

60 70 15724244 0.94 17918231 1.95

7080 9524147 2.32 10711442 3.34

8090 576768 1.98 762963 3.16

90100 163798

43545335

2.21

2.24

173588

51675990

3.21

3.02

The weighted average fair value of options granted during the financial year was $11.30 2009 $10.60

The market value of shares issued during the year as result of the exercise of these options was $136 million

2009 $133 million

The market value of shares wtth would be waued from the exeroxe of the outstandmg options at 31 March 2010 was

$2058 million 2009 $1410 million No unissued shares other than those referred to above are under option under the

MGESOP as at the date of this report

The options are measured at their grant dstes based on their fair value and the number expected to vest This amount is

recognised as an expense evenly over the respective vesting periods and the equity provided is treated as capital

contnbution For the
year

ended 31 March 2010 compensation expense relating to the MGESOP totalled $110 million

2009 $128 million

Since 31 March 2010 no options have been exercised 5081 options have been forfeited and 123085 options have

lapsed New option grants have ceased under the MGESOP MGL has suspended new offers under the MGESOP under

the new remuneration arrangements which were the subject of shareholder approvals obtalned st General Meeting of

MGL in December 2009 The last grant of options under the MGESOP was on December 2009 Currently MGL dcea

not expect to issue any further options under the MGESOP

Options granted vest as to one third of each tranche after the second third and fourth annrverseries of the date of

commencement of employment for new starters and for existing employees on July two three and four
years

after

the allocation of the options Subject to the MGESOP Rules and Macquarie Groups personal dealing policy options can

be exercised after the vesting period dunng an options exercise period up to expiry In indruidual cases such as where

an employee leaves with the Companys agreement towards the end of vesting penod the Companys Executive

Comimffee has the power to watve the remainder of any vesting period and allow exercise of some or all of the relevant

options

For options granted to the members of MBLs and MGLs Executve Comchttee Executrae Voting Directors and other

Executive Directom where the invitation to apply tor the options was sent to the Executive on or after 30 June 2006 in

respect or eariri tranctie ot vested options options will
only be exercisable if the Companys average annual retum on

ordinary equity for the three prevmous financial years is above the 65th Executive Committee and Executole Voting

Directom and 50th other Executive Directors percentiles of the corresponding figures for all companies in the then

SP/ASX 100 Index with the condtiona to be examined only upon vesting

The MGESOP Rules provide that the total number of options which can be on laxue at
any one times limited such thal

the number of shares resulting from exercise of all unexercised options does not exceed 20 per cent of the number of

the Companys then issued ordinary shares plus the number of shares which the Company would have to issue if all

rights to require the Company to issue shares which the Company has then granted including options were then

enforced or esercised to the greatest extent permitted
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Note 36

Employee equity participation continued

Option Plan continued

The Boerd has applled second limitetion on the number

of options being effectively the same calculation as in the

MGESOP Rules except that any exercised options

granted less than five
years ego where the Executive is

still with the Company will be treated as still being

unexercised

Fully pad ordinary shares issued on the exercise of

options rank pan passu with all other fully paid ordinary

shares then on issue

On 25 May 2000 the MBL Board approved amendments

to the Macqueue Bank Employee Share Option Ran

Rules referred to as the Deterred Exercise Share Option

Plan DESOP Shares resulting from the exercise of

options since then have been placed under the DESOP
unless opfion holders request otherwise Unless the

Company is aware of circumstances which in the

reasonable opinion of the Company indicate that the

relevant Executive may have acted fraudulently

dishonestly or in manner which is in breach of his/her

obligations to the Company or any associated entity then

such request will be granted These amendments were

rolled forward into the current MGESOP approved by the

MGL Board

Shares acquired under DESOP cannot be sold

transferred or disposed of for period of ax months from

the date that the shares are transferred into

pwticipating employees name and are also subject to

forfeiture by an employee in number of circumstances

induding theft fraud dishonesty or defalcafion in relation

to affairs of the Company or related entity or it they

carry out or fail to carry out an act which brings the

Company or an associated entity into disrepute

Sheres held in the DESOP will be withdrawn on the

esriler of

an employees reaignation from the Company or

related company

upon request from the employee after the expiration of

the non-disposal period and

ten years from the date that the options were onginally

granted

Options carry no dividend or voting rights but have

standard adjustment clauses for bonus and rights issues

and reconstructions

Macquarie Group Employee Retained Equity Plan

In December 2009 MGL shareholders approved the

implementation of the Maoquane Group Employee

Retained Equity Ran .lEREPj in cortunction with new

rerniuneration anangernants These new anangarnents

included decrease fri the portion of staff profit share paid

in cash and an increase in the portion delweed as equity

an increase in the proportion of defaced remuneration and

cessation of new option grants under the Macquana Group

Employee Share Option Plan Partidpafion in the MEREP is

currently provided to the folowirrg staff Etgible

Employees

Executive Directom with retained DPS Director Profit

Share from 2009 proportion of which was allocated

in the form of MEREP awards Retained OPS Awards

Sea the Remuneration Report for more information on

the allocation of DPS to Executive Directom

Executive Grectom with pre-2009 retained DPS which

they have elected to transition into the MEREP under

the new remunamtion arrangements transition

Awards

staff ofher than Executive Directom with retained profit

share which from 2009 is to be dalvered in the form of

MEREP Awards under the new remuneration

arrangements Retained Profit Share Awards

staff who are promoted to Associate Director DrQision

Director or Executive Director who receive afixed

allocation of MEREP awards Promotion Awards

new Mecquwie Group staff who commence at

Associate Director Division Director or Executive

Director level Option grants to these staff have now

been raplecad with fixed number of MEREP awards

depending on level New Hire Awards and

in limited circumstances Macquanie staff who may

receive an equity grant instead of remuneration or

onnaderation payment in cash Current examples

include individuals who become employees of

Macquaria on the acquialt ion of their employer by

Macquaria Group entity or who receive an additional

award at the time of joining Mscquarw also referred to

below as New Hire Awards

For Retained Profit Share Awards representing 2009

retention Transition Awards and Retained DPS Awards

relating to 2009 retained OPS the convemion pace was

publicly announced by Macquwie on May 2009 to be

the volume weighted average pace from May 2009 up

to and including the date of the 2009 AGM which was

held on 29 July 2009 That pnce was calculated to be

$36.36

The number of Awards granted was calculated by

adiusting the employees relevant retained profit share

amount or retained DPS for
any applicable on costs

dividing this amount by $36.36 and rounding down to

the nearest whole number The grant of Awards to

Bigible Employees working in Australia is subject to

payroll fax caloi.Mated based on the market value of

Shares on the Acquisition Date

For most New Hire and Promotion Awards standard

number of Awards was offered depending on the level at

which the employee was hired at or promoted to In

limited cases there are vanations to these fixed amounts

for specific indrviduais

Note 36
Employee equity participation continued

Macquarie Group Employee Retained Equity Plan continued

Award Types under the MEREP

Restricted Share Units RSUa
An RSU is beneficial interest in Macquwie share held on behalf of MEIREP participant by the plan trustee Trustee
The participant is entitled to receive dividends on the share and direct the Trustee how to exercise voting nghts in the

share The
participant also has the right to request the release of the share from the Trust subject to the vesting and

forfwiura provisions of the MEREP

Deferred Share Unita DSU5
DSU is right to receive on exercise of the DSU either share held in the Trust or newly issued share as determined

by Macquane in its absolute discretion for no cash payment sublact to the vesting and forfeiture provisions of the

MEREP MEHEP participant holding DSU has no right or interest in any share until the DSU is exercised Macquana

may issue shares to the Trustee or procure the Trustee to aoquWe shares on-market for potential future allocations to

holders of DSUs Generally DSUs will provide for cash payments in lieu of dividends paid on Macquana shares before the

DSU is exercised Further the number of shams underfyng DSU will be adjusted upon any bonus issue or other capital

reconstruction of Macquana in accordance whh the ASX Usting Rules so that the holder of OSU doss not receive

benefit that holders generally of Macquwie shares do not receive These provisions are intended to provide the holders of

OSUs as far as possble whh the same benefits and risks as are provided to holdam of RSUs However holders of

DSUs will have no voting rights as to any underilyng Macquarie shares DSUs will only be offered in jurisdictions where

legal or las rules make the grant of RSU5 impractical or where PSU5 are structured as DSUs see PSU5 below

Performance Share Unita PSU5
PStis are structured as DSUs or RSUs with performance hurdles that must be mel before the underfieng share or cash

equivalent as the case may be will be delivered Where PSUs are structured as DSUs holders have no right to dividend

equivalent payments before the PSUs vest In all other
respects holdare of these PSUs will have the same rights as

holders of DSUs For 2009 the PSUs gmnted to the Executive Committee including the CEO are structured as DSUs
with performance hurdles The nghts under

any future PSU5 structured as RSUs will generally be the same as the rights

under RSUs except for the PSU performance hurdles which will not apply to RSUs
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Notes to the financial statements

for the financial year ended 31 March 2010

continued

Note 36
Employee equity participation confinued

Macquail Group Employee Retained Equity Plan continued

The following is summary of Awards which have been granted pursuant to the MEREP

Number of

RSU Awards

2010

RSIJ5 on issue at the beginning of the financial year

Granted dunng the financial year 7986684
Forfeited during the financial

year 79519
RSIJs on issue at the arid of the financial year 7907165

The weighted average fair velue of the RSU Awards granted during the financial
year was $46 35

During the financial year no RSU awards were exchanged for MGL shares

The market value of shares which may be issued on the exercise of the outstanding RSUs as at 31 March 2010 was

$374 million

Note 36
Employee equity participation continued

Vesting of Retained DPS Awards

The Vesting Periods that apply to RaMmed DPS Awards representing 2009 retention are set out below for all Executive

Directors

DSUs on issue at the beginning of the financial year

Granted dtwing the financial year 1.457718

Forfeited during the financial year 36655
DSIJs on issue at the end of the financial year 1421083

The weighted average falr value of the DSU Awards granted dunng the financial year was $46.35

Dunng the financial year no DSU awards ware exchanged for MGL shares

The market value of shares which may be issued on the exercise of the outstanding DSUs seat 31 March 2010 was

$67 mit ion

lJuly2Ol2 20

lJuIy2Ol3 20

lJuly2Ol4 20

lJuly2Ol5 20

lJuly2Ol6 20

Vesting will occur on the first day of staff trading window following July of the specified year fan Executive Director

has bean on leave without pay excluding leave to which the Executive Director may be eligible under local laws for

12 months or more the vesting period may be extended accordingly

Vesting of Tranaitioned Amounts

The Vesting Periods that apply to Transition Awards are set out below

of Awards released for of Awards released for

First staff trading day after2 Executive Committee Other Executive Directors

July2010 14.28 1/7 20

July2011 14.281/7 20

lJuly2O12 14.281/7 20

July2013 14.28 l/7th 20

July2014 14.281/7 20

July2015 14.281/7 N/A

July2016 14.281/7 N/A

Vesting will occur on the first day of staff trading window following July of the specified year
If an Executive Director

has been on leave without pay excluding leave to which the Executive Director may be eligible under local lsws for

12 months or more the vesting period be extended accordingly

PSUs on issue at the beginning of the financial year

Granted dunng the itnancial yea 201900

PSUs on issue at the end of the financial year 201900

The weighted average fair value of the PSU Awards
granted dunng the financial year was $46.35

Dunng the financial year no PSU awards were exchanged for MGL shares

The market value of shares which may be issued on the exercise of the
outstanding PSUs as at 31 March 2010 was

$10 million

The awards are measured at their grant dates based on their fair value and for each PSU the number expected to vest

This amount is recognised as an expense evenly over the respective vesting periods and the equity prosded is treated

ass capital contribution For the year ended 31 March 2010 compenastion expense relating to the MEREP totalled

$114 million

Vesting of 2009 Retained Profit Share and 2009 Promotion Awards

The Vesting Penods that apply to 2009 Retamed Profit Share and 2009 Promobon Awards are set out below for
all Dige

Employees

Proportion of

First staff trading day after Awards vested

July2011 one third

July 2012 one third

July 2013 one third

Vesting will occur on the first day of staff trading window following July of the specified year

In limited cases the Application Form for 2009 Retained Profit Share Awards and 2009 Promotion Awards may set out

different Vesting Period in which case that period will be the Vesting Penod for the Award
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Notes to the financial statements

for the financial year ended 31 March 2010

continued

Note 36
Employee equity participation continued

Vesting of New Hire Awards

For New Hire Awards to staff who commenced

employment with the Mecquarle Group prior to

31 December 2009 the Vesting Period for the Awards

will commence on the 15th day of the month following

thor commencement with MGL tyissting Start Date The

Awards will then vest in three equal tranches on the first

day of the frst staff trading period following the second

third and fourth anniversary of the Vesting Start Date

New Hire Awards to Brgrble Employees who commence

employment with the Macqueue Group on or after

January 2010 will vest progressively over four
years as

follows

as to one third of the Awards on the first day of the

first staff tmding window following the second

Anniversary of the Acquisition Date

as to one third of the Awards on the first day of the

first staff trading window following the third Annrversary

of the Acquisition Date and

as to one third of the Awards on the first day of the

first staff trading window following the fourth

Anniversary of the
Acquisition Date

Vesting of Performance Share Units

PSU5 wit only be released or become exercisable upon

the achievement of certain performance hurdles

Currenfiy only members of the MGL and MBL executive

Committee are eligible to receive PSUs For the PSUs

allocated to Executive Committee Members in respect of

the 2009 remuneration year two pertorinance hurdles

have been deternined and each will apply indMduaty to

SO per cent of the total number of PSUs awarded these

hurdles are set out below The BRC will periodically

review the performance hurdles including the reference

group and has the discretion to change the performance

hurdles in line with regulatory and remuneration trends

Any change will be disclosed in Macquarie Groups

Annual Report

Performance Hurdle

50
per cent of the PSUs based solely on the relative

average annual retum on ordinary equity ROE over the

vesting period compared to reference group of

domestic and international financial institutions

Vesting is on eliding scale with 50 per cent vesting

above the 50th percentile and 100 per cent vesitng at the

75th percentile For example it ROE achievement is at

the 60th percentile 70 per cent of the Award would vest

The reference group comprises algnflcant Austrstan

financial companies within the ASX1 00 as wall as

Macquarie Groups mr international investment

baniting competitors with whom Macquarie competes

and frequently compares its performance The reference

group for this years PSU allocation comprised of ANZ

Group Commonwealth Bank National Australia Bank

Westpac Suncorp Bank of America Citigroup Credit

Suisse Deutsche Bank Goldman Sachs JP Morgan

Morgan Stanley and UBS

Perfonnance Hurdle

50 per cent of the PSUs based solely on compound

average annual growth CAGR in earnings per share

EPS over the vesting period

Awards will vest on eliding scale with 50 per cant

vesting at EPS CAGR of 90
per

cant and 100
per

cent

vesting at EPS CAGR of 13.0 per cent For example it

EPS CAGR ware 11 per cent 75 per cent of the Award

would vest

Under both performance hurdles the obective is to be

examined once only effectively at the calendar quarter

end immediately before vesting If the condition is not

met when examined the PSUs due to vest will lapse

Employee Share Plan

Following shareholder approval sit the 1997 Annual

General Meeting MBL introduced the Macquarie Bank

Employee Share Plan whereby each financial year

aligate employees are offered up to $1000 worth of fully

paid ordinary Company shares for no cash payment

MGL has since introduced the Macqusne Group

Employee Share Plan ESP on the same terms

Shares issued under the ESP cannot be sold until the

earlier of three
years after issue or the time when the

participant is no longer employed by the Company or

subsidiary of the Company In all other respects shares

issued rank equally with all other fully paid ordinary

shares then on issue

The latest offer under the ESP was made during

December 2009 total of 163S staff participated in this

offer On 25 January 2010 the participants wem each

issued with 19 fully paid ordinary shares based on the

offer amount of $1 000 and then calculated
average

market share pnce of $52.04 total of 3106S shares

were issued The shares were issued for no cash

consideration

Staff Share Acquialtion Plan

Following shareholder approval at the 999 Annual

General Meeting MBL introduced the Macquerie Bank

Staff Share Acquisition Ran MBSSAP whereby each

itnancial year Australian based eligible employees were

given the oppcrt unity to nominate an amount of ther pre

tax avallable profit share or future commission to

purchase fully pald ordinary Company shares on-market

MGL has since introduced the Macquarie Group Staff

Share Acquisition Ran MGSSAP on the same terms In

early 2010 MGL suspended new offem under the

MGGSAP following Australian tasaiton changes

implemented in late 2009 which would have significanrly

limited the future participation in the plan MGL does not

expect it will make any future allocations under MGSSAP

The tofal number of shares purchased under the

MGSSAP was limited in any financial year to three
per

cent of the Companys shares as at the beginning of that

financat year

The shares allocated under the MGSSAP were ether

newly issued shares or shares acquired on-market by the

MGSSAP Ran Company at the direction of MGL

Note 36
Employee equity participation conitnued

Staff Share Acquisition Plan continued

Shares acquired under the MGSSAP cannot be sold

transferred or deposed of for period of six months from

the date that the shares are transferred into

participating employees name except in special

circumstances it the employee resigns The shares held

in the MGSSAP are also subject to forfeiture by an

employee in number of circumstances including theft

frsud dishonesty or defalcetron in relation to the sffalm

of the Company or related company or if they cany
out

an sot or fail to do an act which bnngs the Company or

related company into disrepute

Shares held in the MGSSAP will be withdrawn on the

earlier of

an employees resignation from the Company or

related entity

upon request by the employee after the aspiration of

the non-disposal perioc and

ten years from the dale that the Shares are registered

in an employees name

In all other respects the shares rank equally with all other

fully paid ordinary shares then on issue

Previously the elgible employees were Australian based

permanent full-time or part time employees or fixed term

contract employees of the Company or related

company who either recerved avallshle profit sham in the

relevant year of at least $1000 in total or allocated at

least $1000 in svallable commission towards the

MGSSAP

The Macquane Bank Executive Director Share Acquisition

Palm MBEDSAP was sub-plan of the MBSSAP which

was created in 2003 and was open to eligible Executive

Directors The disposal and forfeiture reatnotiona in the

MBEOSAP differ to those in the MBSSAP MGL

subsequently introduced Macquwie Group Executive

Director Share Acquisition Plan MGEDSAP on the sane

terms but no offers have been made under the plan

In April 2008 further sub-plan of the MGSSAP was

crested the Macqusrie Group Executive Committee

Acquisition Plan whereby members of the MGL
Executive Committee ware required to contnbute certain

proportions of ther annual profit share to acquire MGL
shares which must be held for at least three years

Further information on this is provided in the

Remuneration Report The first offers under this sub plan

were made in May 2008 MGL does not intend maldng

any further allocations under this sub-plan as Executive

Committee members now receive the equity component

of thor ret aned profit share under the new Macquane

Group Employee Ratarned Equity Plan see above

Offers under the MGSSAP including the Macquane

Group Executive Committee Aoquialiton Plan wem made

during May2009 total of 106 staff participated in the

MGSSAP In July 200927391 MGL shares were asued

based on the issue pnce of $33.49 In Decerriber 2009

1194 MGL shares were issued

Non-Executive Director Share Acquisition Plan

Following shareholder approval at the 1999 Annual

General Meeting MBL also introduced the Macquarie

Bank Non Executive Director Share Acquisition Ran

whereby each financial year Australian based Non

Executive Directors NED5 of the Macquane Group of

companies were given the opportunity to contribute

some or all of thor future pne tax remunemt ion from the

Mscqusrie Group to acquire Msoquarie Bank Limited

shares shares MGL has since introduced
Macqusrie

Group Non-Executive Director Share Acquisition Ran

NEDSAP on the same terms The Australian taxation

changes referred to above in respect of the MGSSAP
also apply to the NEDSAP Accordingly MGL has

currently suspended new offam under the NEDSAP and

does nor expect to make any tuture allocations under the

plan

Previously NEDs could elect to participate in the

NEDSAP by nominating minimum of $1000 of their

NED remunemt ion per buying penod to go towards the

NEDSAP Participating NEDs could also subaequently

apply to reduce ther previously nominated contribution

provided that the relevant buying panod has not

commenced

The shares were acquired at prevalling market pnces

Brokemge fees were applied to the NEDs account

Shares acquired under the NEDSAP cannot be acid

transferred or dispoaed of for period of six months from

the date that the shares wem transferred into NEDs
name except in special orroumstances it the NED resigns

The shares held in the NEDSAP am also subect to

forfeiture bye NED in number of circumstances

including theft fraud dishonesty or defaloatlon in relation

to the affalm of the Company or related company or

they carry out an act or fall to do an act which bnngs the

Company ore related company into disrepute

Shares held in the NEDSAP will be withdrawn on the

earlier of

the participant ceasing to be NED of MGL
upon request by the NED after the expiration of the

non-disposal perio and

ten years from the date that the shares are replstered

in NEDs name

In all other respects shares rank equally with all other

fully pred ordinary shares then on issue

Shares resulting from participation in the NEDSAP may
count towards meeting the minimum shareholding

requirements of NEDa

Offers under the NEDSAP ware made dunng May 2009

and one NED
participated in the NEDSA In June 2009

3639 MGL shares were acquired on market
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Note 37
Contingent liabilitIes and commitments

The following details of contingent liabilities and commitments

exclude defvatives

Contingent liabilities exist in respect of

Guarantees 321 253 769 1560

Indemnities

Letters of credit 130 120

Performance related COntingents 95 101

Total contingent tabilities 552 480 769 1560

Commitments exist in respect of

Undrawn credit facilities 3860 2566

Forwsrd asset purchase 1087 946

Total commitments2 4947 3512

Total contingent liabilities and commitments 5499 3992 769 1560

Contingent liabilities exist in respect of ethos and potential darns against the consolidated entity They are reported ax

the maximum potential kability without considenrrg the value of recovery of assets Where necessary appropriate

provisions have been made in the financial statements The Directors do not consider that the outcome of any such

claims known to exist at the date of this financial report either individuafly or in aggregate is likely to have material

effect on the results of its operations or its fInancial position

Total commitments also represent contingent assets Such commitments to provide credit may convert to loans and

other assets in the ordinary course of business

Note 38
Capital and other expenditure commitments

Not later than one year 36 40

Later than one year and riot later than five years 50 52

Later than five years IS

Total capital and other expenditure commitments 86 105

Note 39
Lease commitments

Noncancellable operating leases expiring

Not later than one year 228 265

Later than one year and not later than fIve years 777 1039

Later than fIve years 868 815

Total operating lease commitments 1673 2119

Operating leas.es relate to commercial buildings The future lease commitments disclosed are net of any rental incentives

received

Notes to the financial statements

for the financial year ended 31 March 2010

continued

Note 40
Derivative financial instruments

Objectives of holding and Issuing derivative financial instruments

The consolidated entity is an active price maker in derivatives on interest rates foreign exchange commodities arid

equities Its objective is to eam profits from the price making spread and from managing the residual exposures On

hedged positions Propnetary position taking is smat part of the consolidated entitys trading activities Risks on
derivatives are managed together with at other trading positions in the same market At trading positions including

derivatives are marked to fair value daily

The consolidated entity also uses derivatives to hedge banking operations and for asset/liability management Certain

derivative transactions may qualify as cash flow fair value or net investment at foreign operations hedges if

they rrieet the

appropriate strict hedge critena outlined in note 1xiSumrnary of slgrsficant accounting potices

The consolidated entity is exposed to vclatiity in future interest cash flows ariang

from floating rate issued debt used to fund fixed rate asset positions The aggregate

principal balances and Interest cash tows across these portfolios form the basis for

identifying the non-trading interest rate risk of the consolidated entity Which is

hedged with interest rate swaps and cross currency swaps

At 31 March 2010 the fair value of outstanding derivatives held by the consolidated

entity and
designated as cash flow hedges was $86 million negative value 2009

$80 million negative value

In 2010 the consolidated entity recognised $2 rn/Hon loss 2009 $5 rn/Hen loss

in the Income statement due to hedge neffectrveness on cash flow hedges

The consolidated entitys fair value hedges consist of

interest rate swaps used to hedge against changes in the fair value of fixed rate

issued debt ass result of movements in benchmark interest rates and

foreign exchange forwaro contracts used to hedge against changes in the fair

value of foreign denominated equity matniments as result of movements in

market foreign exchange rates

As at 31 March 2010 the fair value of outstanding derivatives held by the

consolidated entity and designated as fair value hedges was $102 million positive

value 2009 $139 million negative value

During the period fair value gains on the hedging instrtiments of $241 m/lion

have been recognised 2009 $245 million losses offset by $233 m/ton

2009 $229 million gan of losses on the hedged ten

The consolidated entity has applied net investment hedging for foreign exchange
risk

arising
from its non core foreign operations

At 31 March 2010 the fair value of outstanding denvatrves held by the consolidated

entity and designated as net investment In foreign operations hedges was

$106 million positive value 2009 $34 milton negative value In 2010 the

consolidated entity recognised $nil 2009 Snil in the income statement due to

hedge ineffectiveness on net investment hedges

Cash flow hedges

Irair value hedges

Net investment in foreign

operations hedges

211 212



Macquare Group Limited aid its subsidiaries 2010 kmsal Report macquarie corn au

Notes to the financial statements

for the financial year ended 31 March 2010

continued

Note 40
Derivative financial instruments continued

Objectives of holding and Issuing derivative financial instruments continued

The types
of contracts whch the consolidated entity trades and uses for hedging purposes are detailed balow

Futures Futures contracts provide the holder with the obligation to buy specified financial instrument or commodity at

fixed
price

and fixed date in the future Contracts may be closed early via cash settlement Futures contracts am

exchange traded

Forwards and fouward rate agreements Forward contracts which resemble futures contracts are an agreement

between two parties thata financia instrument or commodity will be traded at fixed price and fixed date in the tutuw

forward rate agreement provides for two parties to exchange interest rate differentials based on an underlying principal

amount at fixed date in the future

Swaps Swap transactions provide for two parties to swap eases of cash flows in ralation to an underlying principal

amount usually to exchange fixed interest rate for floating interest rate Cross-currency swaps provide tcol for two

parties to manage risk arlalng from movements in exchange rates

Options Option contracts provide
the holder the right to buy or sell financial instruments or commodities at fixed pnce

over an agreed penod or en fixed date The contract does not oblige the holder to buy or set however the writer must

perlorm if the holder exerdses the rights pertalning to the option

Note 40
Derivative financial instruments continued

The following table provides detalls of the consolidated entitys outstanding derivatives used for trading and in some cases for hedging

purposes as al 31 March

ConsolIdated 2010 Consolidated 2009

Notional Asset Liability Net fair Notional Asset Liability Net fair

amount revaluations rovaluations value amount revaluations revaluations value

Sm Sm Sm Sm Sm $m Sm Sm

Interest rate contracts

Exchangetraded 13232 46 50 28427 126 141 15
Forwards 2060 52 69 17 lg67fi

Swaps 157715 3065 3237 172 1721fi2 4780 4260 500

Options 1939 321

Total interest rate contracts 174946 3168 3360 192 220608 4920 4429 491

Foreign exchange

contracts

Forwards 16552 258 391 133 78322 2121 1962 139

Swaps 59284 744 885 141 16607 541 957 416

Options 656 314 342 28 2604 776 759 17

Total foreign exchange

contracts 76492 1316 1618 302 97533 3438 3698 260

Equity contracts

Exohangetraded 18189 186 187 17500 360 145 215

Swaps 3173 128 234 106 1850 322 1292 970

Options 36350 994 856 138 8648 704 1245 541
Other 675 3020 25 55 30
Total equitycontracts 58387 1308 1281 27 31018 1411 2737 1326

Commodity contracts

Exchange traded 36045 4142 4446 304 55902 3361 3469 106
Forwards 60804 5174 4851 323 44396 4234 3384 850

Swaps 40764 4141 3826 315 39692 5625 4828 797

Options 86168 2312 2324 12 70912 4439 4826 387
Total commodity contracts 223781 15769 15447 322 210902 17659 16507 1152

Total derivatives

contracts outstandIng 533606 21561 21706 145 560061 27428 27371 57
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Notes to the financial statements

for the financial year ended 31 March 2010

continued

Note 41
Financial risk management

Risk Management Group

Risk is an integral part of the consolidated entitys

businesses The man nsks faced by the consolidated

entity are market nak equity ask credit risk liquidity nsk

operational risk legal and compliance nak Responsibility

for management of these nska lies with the indiadual

busirresses gkerrg nsa to them It is the reaponaibitty of the

Risk Management Group RMG to enaum appropnate

aaaeaament and management of theae naks

RMG is independent ot all other areas of the Macquarie

Group The I-lead of RMG as Macquanea Chief Risk

Officer is member of the Executive Committee of MGL
and MBL and reports directly to the Managing Director

and Chief Executive Officer with secondary reporting line

to the Board Risk Committee RMG authority is required

tor all material risk acceptance decisions RMG identifies

quantifies and assesses at material risks and sets

prudential limits Where appropriate these limits are

approved by the Executive Committee and the Board

Note4l.1
Credit risk

Credit risk the risk of financial Ices as reauit of failure

by client or counterparty to meet its contractual

obligations Credit risk ariaea from both lending and

trading actixrtiea In the case of tmding activity credit ask

reflects the poaaibilitv that the trading counterparty will not

be in poaition to complete the contract once the

settlement becomes due In that situation the credit

exposure is function of the movement of prices over the

period of the contract

The consolidated entitys philosophy on credit nak

management reflects the pnnciple of separating prudential

control from operational management The reaponaibility

for approval of credit exposures is delegated to specific

indrsrduala All approvals reflect two principles

requirement for dual sign-off and requirement that

above specified limits all credit exposures must be

approved outside the buaneas line proposing to

undertake them Moat credit decialons are therefore taken

within RMG

AU customers counterparty limita and exposures are

allocated an MGL rating on 13 scale which broadty

correspond with Standard and Poors SW and Moodys

Investor Services Moodys credit ratings Each MGL
rating is assigned Probability of Default PD estimate

Credit limits end exposures are also allocated Loss

Given Deflauit LGD ratio reflecting the estimated

economic loss in the event of detauit occurring

No matenal credit exposures are assumed without

appropriate analysis After tha analysis si undertaken

limits are set for an acceptable level of potential exposure

All limits and ratings are reviewed at least once year or

more frequently it necessary to ensure that the moat

current information available on counterparties is taken

into account

All credit exposures are monitored reguieriy against limits

Credit exposures which fluctuate through the duration of

the fransaction are monitored dally These indude

exposures such ss swaps forward confracts and options

which am assessed using sophisticated valuation

techniques

Whem counterparties are under stress they are monitored

on more frequent baals and counterparties with

detenorating credit risk profile are monitored formally on

monthly basis through Creditwatch and Irregulars

reporting The business remalna responsible for the

management of the counterparty and of the risk positron

but RMG oversight is increased to ensure that positions

are managed for optimal outcomes When counterparfies

detauit RMG and the business work together to resolve

the issues and to manage the facilities through the

impeament and provisioning process

To mitigate credit ask the consolidated entity makes use

of margining and other torma of collateral or credit

enhancement techniques including guarantees lettem of

credit the purchase of credit deflauit swaps and mortgage

inaurance where appropriate

The consolidated entitys policies to control credit nak

include avoidance of unacceptable concenrrariona of risk

ether to any economic sector or to an indlvidual

counterparty Policies are in place to regulate large

exposures to single counterpartiea or groups of

counterpartiaa

The consolidated entity hss country risk framework

which covers the assessment of country nak and the

approval of country risk limits Where appropriate the

country risk ix covered by political risk insurance

The balances disolceed in the credit risk tables below

exclude financial assets that are aublect to risks other than

credit risk such as equity inveatmenta interests in

associates and joint ventures or bank notes and coins

Cash

collateral on

securities

borrowed

and reverse

Due repurchase

from banks agreements

Sm Sm

Note 41.1

Credit risk continued

Maximum exposure to credit risk

The tables below detail the concentration of credit
exposure of the consolidated entitys assets to significant

geographical locations and counterparty types The amounts shown represent the mssmum credit risk of the

consolidated entitys assets

Trading

portfolio

assets2

Sm

Loan assets

held at

amortised

cost

Sm

Australia

Governments

Financial institutions

Cther

1977

668

349

3541

247

130

279

3008

23877

Total Australia 1977 1017 3918 27164

AsIa Pacific

Governments 245

Financial rrstitufions 1488 318 33 215

Other 426

Total Asia Pacific 1488 323 278 644

Europe Middle East and Africa

Govemmenta 46

Financial institutions 2418 3857 39 899

Other 229 55 2839

Total Europe Middle East and Athoa 2418 4132 94 3738

Americas

Govemmenta 436 166 50

Financial institutions 2368 955 400 1943

Other 286 1911 10728

Total Americas 2368 1677 2477 12721

Total 8251 7149 6767 44267

Total gross credit risk

Classified based on the exposum to the undertying security borrowed

Included in Australia Govemrrrenta are holdings of $44g6 million 200B $1 45fi million issued by Australian Banks

which are aubiect to the Australian Govemment Guarantee

The following prosides detall around the active management of credit risk by the consolidated entity

The consolidated entity enters into master netting agreements with certain counterparties to manage the credit risk

where it has trading denvatrvea in Macquarie Secunties Group and Faed Income Currencies and Commodities Stock

borrowrng and reverse repurchase arrangements entered into by the consoklated entity with extemal counterparties

normally require collateral in excess of DC per cent which is consistent with industry practice Mortgage insurance

contracts are entered into in order to manage the credit flak around the mortgage portfolios Other nsk
mitigation

measures include blocked deposits bank guarantees and letters of credit

215 216
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for the financial year ended 31 March 2010

continued

Life

Other investment

financial Derivative Debt contracts and Credit

assets at financial investment other commitments

fair value instruments securities unitholder and

through positive Other available investment contingent

profit or loss values assets for sale2 assets liabilities Total

5m Sm Sm Sm Sm Sm Sm

Consolidated 2010

1478 548 226 3716 10456

689 380 7384 685 98 14817

4654 478 2987 441 35 1281 33883

6821 1406 3213 11541 720 1379 59156

40 294

50 244 41 91 2478

105 2204 172 2914

51 353 2244 42 263 5686

85 414 66 87 718

686 7874 38 2994 248 19053

3381 1608 506 1037 9655

686 11340 2060 3586 1372 29426

88 233 162 11 1146

284 6328 759 179 13223

76 2046 2727 786 2295 20855

360 8462 2967 1707 2485 35224

7918 21561 10484 16876 720 5499 129492

129492

Note 41 .1

Credit risk continued

Maximum exposure to credit risk continued

Due

from banks

Sm

Cash

collateral on

secunties

borrowed

and reverse

repurchase

agreements

Sm

Trading

portfolio

assets

Sm

Loan assets

hald at

amortised

cost

Sm

Australia

Governments 1433 4001 74

Financial institutions 2694 587 666 3046
Other

137 27877
Total Australia 2694 2020 4804 30997

Asia Pacific

Governments

Financial insttutions 1514 54 32 241

Other
31 317

TotsiAsiaPacific 1514 54 63 562

Europe Middle East and Africa

Governments 462

Financial institutions 5435 1908 2330
Other 219 1212
Total Europe Middle East and Atica 5435 2129 462 3543

Americas

Governments 282 21 58

Financial institutions 2628 534 535 1698
Other

77 12 7893

Total Americas 2628 893 568

Total 12271 5096 5897 44751
Total

gross credit risk

Chealfied based on the exposure to the under1ng security borrowed

Included in Australia Govenwnents are holdings of $1458 million issued by Australian Banks which are subject to the

Australian Government Guarantee

The followrng proades detall around the actrae management of credit nsk by the consolidated entity

The consolidated entity enters into master netting agreements with certan counterparties to manage the credit risk

where it has trading derivatives in Macquane Secunties Group and Fived Income Currencies and Commodities Stock

borrowing and reverse repurchase arrangements entered into by the consolidated entity with external counterparties

normally require collateral in excess of 100 per cent which is consistent with industry practice Mortgage insurance

contracts are entered into in order to manage the credit nsk around the
mortgage portfolios Other risk mitigation

measures include bbcked deposits bank guarantees and letters of credit
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Notes to the financial statements

for the financial year ended 31 March 2010

continued

Life

Other wtvestment

financial Denvative Debt contracts and Credit

assets at financial investment other unit commitments

fair value instruments secunties holder and

through positive Other available investment contingent

profit or loss values assets for sale assets fiabilities Total

$rn $m $m $m $m $m

Consolidated 2009

411 208 2060 8195

560 4772 9381 739 408 22859

4711 655 1514 140 81 1182 36297

5271 5838 1728 11581 820 1.598 67351

53 59 116

342 2183

230 2417 239 3237

625 2476 239 5536

242 707

369 6843 3437 145 20467

1833 2070 OR 338 5770

369 8676 2312 3535 483 26944

18 113 501

74 3634 23 1667 243 11036

8637 1149 524 1420 19712

74 12289 1285 2191 1672 31249

5715 27428 7801 17309 820 3992 131080

131080

Note4l.1
Credit risk continued

Maximum exposure to credit risk continued

Other assets

Sm

Due from

subsidiaries

Sm

Credit

commitments

and

contingent

liabilities Total

Sm Sm

Company 2010

Australia

Governments 96

Other

Total Australia

11985

Asia Pacific

11635 342 12081

Other

Total Aala Pacific

Europe Middle East and Africa

277 279

Other 138

Total Europe Middle East and Africa

Americas

138 139

Other

Total Americas

Total 104

12 17

Total gross credit risk

11643 12516

12516

Company 2009

Australia

Governments as

Other

85

Total Australia

10382 10984

Asia Pacific

10382 602 11089

Other

Total Asia Pacific

526 526

Europe Middle East and Africa

Other

Total Middle East and Africa

216 216

Americas

216 216

Other

Total Americas

216 224

Total as

216 224

Total

1560 12035
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for the financial year ended 31 March 2010

continued

Due from banks

Cash collateral on securities

borrowed end reverse

repurchase agreements

Governments

Financial institutions

Other

Trading portfolio assets

Governments

Financial institutions

Other

Loan assets held at

amortised cost

Governments

Financial institutions

Other

Other financial assets at fair

value through profit or loss

Governments

Financial institutions

Other

Derivative financial

instiuments positive values

Governments

Financial institutions

Other

Other assets

Governments

Financial institutions

Other

Debt investment securities

available for sale

Governments

Anancial institutions

Other

LIfe Investment contracts

and other unitholder assets

Financial institutions

3894 58

623 65

215 1825

271

5532 505

23675 11876

1478

1709

2606 2081

697 28

14178 648

4430 1526

913

5871 2895

3964

11122

774

685

35

Past due or

individually

Default linrsted impaired Total

Sm Sm Sm Sm

7149

1152

5477

10 520

6767

3952

31 719

56 2096

44267

59 332

28 6065

161 2158 37870

7918

1478

1709

44 4731

21561

725

14826

27 27 6010

10484

913

45 45

566 194 9526

221 222

Note 41.1

Credit risk continued

Credit quality of financial assets

The table balow shows the credit quality by class of itnancial asset based upon uitimate risk
counterparty for credit

exposures based on the consolidated entitys credit rating system

Credit Quality Consolidated 2010

Neither past due nor impaired

Below

Investment Investment

Grade Grade

Sm Sm

8218

924

5422

438

33 8251

228

55

72

Note4l.1
Credit risk continued

Credit quality of financial assets continued

Credit Guality Consolidated 2009

Investment

Neither past due nor impalred

Below

Investment

Past due or

Grade Grade

indtsdually

Sm Sm Sm
Unrated

Sm
impared

Sm

Total

Sm

Duefrom banks 12252 19

Cash collateral securities

12271

borrowed and

repurchase agreements

Governments 1522 195

5096

Financial institutions 2998 85

1717

Other 277 19

3083

Trading portfolio assets

296

Governments 4484

5897

Financial institutions 1195 38

4484

Other 81 99

1233

Loan assets held at

180

amortlsed cost

Governments 62

44751

Financial institutions 5235 1922 38

75 137

Other 24098 9815

120 7315

Other financial assets at fair

2541 37299

value through profit or loss

Governments

5715

Financial institutions 1003

Other 4084 568

1003

Derivative financial

60 4712

instniments posItive values

Governments 478

27428

Financial institutions 14889 702

482

Other 9299 2056

15591

Other assets

11355

Governments 622

7801

Financial institutions

622

Other 4126 2757 106

29

Debt Investment securities

7150

available for sale

Governments 2060

17309

Financial institutinnn 14321 164

2060

Other 455 258

14485

Life Investment contracts

51 764

and other unitholder assets

Financial institutions 739

820

Other 81

739

Total

81

16876

3964

56 11178

932 28 1734

720

685

Other 35

Total 123993

Included in the past due category are balances in which an amount was overdue by one day or more

Included in the past due category are balances in which an amount was overdue by one day or more
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Notes to the financial statements

for the financial year ended 31 March 2010

continued

Note4l.1
Credit risk continued

Credit quaJlty of financial assets continued

The table below shows the credt quality by class of firtancial asset based upon ultimate risk counterparty for credt

exposures based on the consohdated entitys credit rsting system

Credit Quality Company 2010

Neither oast due nor imnaired

Below Past due or

Investment Investment individually

Grade Grade Default Unrated impaired Total

Sm Sm Sm Sm Sm Sm

Other assets 104

Governments 96 96

Other

Due from subsidiaries 11643

Other 11607 36 11643

Total 11.747

Included in the past due categoty are balances in which an amount was overdue by one day or more

Credit Ouakty Company 2009

Neither past
due nor impaired

Below Past due or

Investment Investment indfaduaJly

Grade Gmde Detaut Unrated impaired Total

Sm Sm Sm Sw Sm Sm

Other assets 85

Goverrutents 85 85

Due from subsidiaries 10390

Other 10374 16 10390

Total 10475

Included in the past due categoty are balances in which an amount was overdue by one day or more

Financial assets whose terms have been renegotiated

The table below includes the carrdng value as at the reporting date of tnancial assets that would otherwise be past

due or impaired whose terms have been renegotiated

Consolidated Consolidated Company Company

2010 2009 2010 2009

Sm Sm Sm Sm

Loans assets held at amortisad cost

Other 84 29

Note4l.1
Credit risk continued

Ageing analysis of assets past due but not Impaired and impaired assets

Past due but not impaired

More

Fair value

of

Leasthan 31 to 61 to than 90 collateral

30 days 60 days 90 days days Impaired Total held

Class of financial asset Sm Sm Sm Sm Sm Sm Sm

Consolidated 2010

Loan assets held at amortised cost

Governments 24 33 59 48

Financial insttutiona 25 28

Other 1007 219 89 317 526 2158 2551

Other financial assets at fair

value through profit or loss

Other 36 44

Derivative financial lnstnjments

positive value

Other 27 27

Other assets

Financial institutions 38 45 36

Other 102 18 39 26 194 19

Debt investment securities

available for sale

Other 28 28 27

Total 1171 277 104 356 675 2583 2684

facility is conadered to be past dae when contractual payment falls overdue by one or more days When facility Ia

classified as past due the entire facility balance is disclosed in the past due analysis

The factom taken into consideration by the consolidated entity when determining whether an asset ia impaired are set

out hi note tar Summary of significant accounting polates

Otthe collateral held against past due and impaired balances for loan assets held at smorhsed coat Si 100 million

2009 $1293 million relates to collateral held against past due balances on residential mortgage facilities that are

covered by mortgage insurance mortgage insurance claim will only be made in an instance where there is an

outstanding balance on the mortgage facility after the
receipt of proceeds on the

disposal of the property held as

security The remsning collateral is made up of assets held as collateral against other ban and recebable balances

The collateral held against past due and impaired balances for other assets represents equity securities held as secunty

against failed trade settlements

Repossessed collateral

In the event of customer defaut on residential mortgage tacilty any loan security is usually held as mortgagee in

possession and therefore the consolidated entity does not usually hold any real estate or other assets acquired through

the enforcement of security

In the event of customer default on corporate facilities the consolidated entity may take possession of real estate or

other assets held as security During the year the consohdsted entity tcok possession of txed assets and property

assets with cerrring value of 5466 million 2009 $25 million These assets are in the process of being sold

223 224
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for the financial year ended 31 March 2010

continued

Note4l.1
Credit risk continued

Ageing analysis of assets past due but not impaired and impeired assets continued

Past due but not impaired

More

Fair vstue

of

Lesathan 31 to 61 to than 90 cotaterat

30 days 60 days 90 days days Impaired Total held

Class of financial asset Sm Sm Sm Sm Sm Sm Sm

Consolidated 2009

Loan assets held at amortlsed cost

Governments 22 14 15 24 75 18

Financial institutions 25 31 22 41 120 16

Other 789 225 221 431 875 2541 2671

Other flnsnclal assets at fair

value through profit or loss

Other 27 10 14 60 21

Other assets

Rnancat institutions

Other 62 14 11 43 31 161

Debt investment securitIes

available for sale

Other 51 51

Total 925 294 257 534 1003 3013 2926

Note 41.2
Uquldity risk

Uquldity management

The consolidated entitys liquidity risk management framework ensures that the consolidated entity is able to meet its

funding requirements as they fat due under range of market conditions

Liquidity management is performed centrafy by Group Treasury with oversight from the Asset and Liability Committee

the MGL and MBL Board and the Risk Management Group RMG The consolidated entitys liquidity policies are

approved by the Board after endorsement by the Asset and Liability Committee The Asset and Liability Committee

includes the Chief Executive Officer the Chief Rnandat Officer F-lead of RMG Treasurer and Business Group Heads

RMG provides independent prudential oversight of liquidity risk management including the independent validation of

liquidity scenario assumptions liquidity policies and the requited funding maturity profile

Uquidity policy

MGL provides funaing predominantly to the Non-Banlang Group As such the MGL liquidity policy outlines the liquidity

requirements for the Non-Banking Group The key requirement of the policy is that MGL is able to meet at of its liquidity

obligations on daly basic and during period of liquidity stress a12 month period of constrained access to funolng

markets and with only limited reduction in franchise businesses

Reflecting the longer term nature of the Non-Banking Group asset profile the consolidated entity is funded

predominantly with mixture of capital and long tern wholesale funding

The MBL liquidity policy outlines the liquidity requremenfs for the Banking Group The key requWement of the policy is

that MBL is able to meet all of liquidity obligations on daily basis and during period of liquidity stress 12 month

period of constrained access to funding markets and with only limited reduction in franchise businesses

MBL is funded mainly by capital long term liabilities and deposits

Note 41 .2

Uquidity risk continued

Scenario analysis

Scenano analysis is central to the consolidated entitys liquidity risk management framework Group Treasury models
number of liquidity scenarios covering both market-wide crises and firm-specific crises The objecfive of this modalhing is

to ensure the consolidated entitys ability to rreet all repayment obligations under each scenario and determine the

capacity fur asset growth The modelling includes 12 month liquidity scenarios signitcantly more severe than the

conditions that have been espenenced since August 2007

Scenanos are run over number of imeframes and
range of conservative assumptions are used with regard to

access to capital markets deposit outflows contingent funding requirements and asset sates

Uquid asset holdings

Group Treasury malntalns portfolio of highly liquid unencumbered assets in the consolidated entity to ensure adequate

liquidity is available in all funding environments including worst case conditions The minimum liquid asset requirement
is calculated from intemal scenaiio projections and also complies with regulatory minimum requirements

To determine the minimum level of liquid assets reference is made to the expected minimum cash requirement during
combined market-wide and firm specific crisis scenario over 12 month timeframe This scenario assumes no access
to new funding sources significant loss of deposits and contingent funding outflows resuting from undrawn
commitments market moves on derivatives and other

margined positions The are of the liquid ssset portfolio must

always exceed the minimum cash requirement as calculated in this model

Uquidity contIngency plan

Group Treasury maintains liquidity contingency plan The liquidity contingency plan applies to the entire Macquarie

Group and defines roles and responsibilities and actions to be taken in liquidity event This includes identification of

key information requirements and appropriate communication plans wrfh both intemal and extemal parties

Specifically the an detalla factors that may constitute crisis the officer responsible for enacting the
contingency

management committee of senior executIves who would be
responsible for managing crisis the information

required to
effectively manage crisis public relations strategy high level check list of actions to be takan and

contact lists to facilitate prompt communication with all key intemal and extemal stakeholdera The liquidity contingency

plan is subiect to regular review at least annually by both Group Treasury and RMG and is submitted to the Board for

approval

Funding transfer pricing

An internal funding transfer pricing system is in place which alms to align businesses with the overall funding strategy of
the consolidated entity Under this system the costs of long and short term funding are charged out and credits are
made to Business Units that provide long term stable funding

Contractual undiscounted cash flows

The fable below summanses the
maturity profile of the consolidated entitys financial liabilities as at 31 March based on

contract ual undiacounted repayment obligations Repayments which are subtect to notice are treated as it notice were
given imrnedatefy However the consolidated entity expects that many customem will not request repayment on the

earliest date the consolidated entity could be required to pay and the table does riot reflect the expected cash flows

incicated by the consolidated entitys deposit retention history

Denvatives other than those designated in
hedging relationship and trading portfolio liabilities are inoluded in the less

than months column at thelr fair value Liquidity risk on these items is nct managed on the basis of contractual

maturity since they are not held for settlement according to such maturity and will frequently be settled in the short term
affair value Derivatives designated ins hedging relationship are included according to thelr contractual maturity
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continued

Due to banks

Cash collateral on secunties lent and repurchase

agreements

Trsdirio portfolio liabilities

Derivative financial instruments trading

Denvativo financial instruments hedging relationship

Contractual amounts payable

Contractual amounts receivable

Deposita

Debt issued at amortised cost1

Other liabilities2

Other financial liabilities at fair value
through pioff or loss

Life investment contracts and other unfiholder liabilities

Mscquerie Converfible Preterence Secunties

Subordinated debt

Total undiscounted cash flows

On Lessthan 3to12

demand months months

Sm Sm Sm

1266 240 598

1930 1660 509

2161

25747

243 g326 7D4g

227 9408 6795

13108 7040 1637

6944 11377

6058

115 1992 1170

4312

33 33

15 276

16.436 58.110 15.854

ltoS Over5

years years

Sm Sm

Consolidated 2059

9495 1611 13210

4089

2161

25747

5600 46 22264

5380 26 21836
165 21950

31 .051 4895 54268

8058

2199 1898 7374

4312

833 899

1797
_______ 2094

45.760 8.430 144590

227 228

Note 41 .2

Uquidity risk continued

Contractual undiscounted cash flows continued

Note 41 .2

Uquidlty risk continued

Contractual undiscounted cash flows continued

On Lessthan 3to12 ltoS Over5

demand months months
yeast years Total

Sm Sm Sm Sm Sm Sm

Consolidated 2010

Due to banks 329 223 2782 5920 1381 10635

Cash collateral on securities lent end repurchase

agreements 798 6648 45 7491

Trading portfolio liabilities 5432

Derivative tnancial instruments trading 21140 21140

Derivative financial instruments hedging relationship

Contractual amounts payable 4399 3782 4397 281 12859

Contractual amounts receivable 4396 3815 4547 564 13322
Deposits 14739 5357 2334 90 22520

Debt issued at amortiaed cost1 6474 5494 31648 4972 48591

Other liabilities2 10399 10399

Other financial liabilities at talr value through profit or loss 1740 1866 697 159 4470

Life investment contracts and other unithclder liabilities 4864 4864

Macquerie Converfible Preference Securities 33 33 759 825

Subordinated debt 36 212 1487 1743

Total undiscounted cash flows 15877 62321 12557 39176 7716 137647

Contingent liabilities

Commitments

Total undiscounted contingent liabilities and

commitments3

Total

Sm

552 552

4842 105 4947

5394 105 5499

Included in this balance are amounts payable to SPE note holders The contractual matunty of the notes are dependent on the

repayment of the underlying loans This has bean reflected in the maturity analyss

Excludes items that are not financial instruments and non contractual accruals and provisons

Cash flows on contingent liabilities and commitments are dependent on the occurrence of various future events and conditions and

may or may not resufi in an outflow of resources These am reported in the lass than months column unless the contractual terms

specify cash flow data outalde the bucket

Contingent liabilities 480 480

Commfiments 3439 73 3512

Total undiscounted contingent liabIlItIes and

commitments3 3919 73 3992

Included in the balance are amounts payabia to SPE note holders The contractual maturity of the cotes are dependent on the

repayment of the
underlying loans This has been reflected in the maturity analysis

Excludes items that are not financial instruments and non-contractual accruals and provisions

Cash flows on contingent liabilities and commitments are dependent on the occurrence of various future events and conditions and may

or may not msut in an outflow of resources These em reported in the less than months column unless the contractual terms specify

cash flow date outside the bucket



Macguano Oroep Lrnited and do sitsidiares 2010 ituwual Report macpoarie corn au

Notes to the financial statements
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continued

Note4l.2
Liquidity risk continued

Contractual undiscounted cssh flows continued

On

demsnd

Sm

Lessthan

months

Sm

3to12

months

Sm

ltoS

years

Sm

Over5

years Total

Sm Sm

Company 2010

Due to banks 2328 5008 7336

Deposits

Debt issued at smortised cost

54

12 187 2268

54

2167 4634

Due to subsidiarIes 1049 73 40 1343 2505

Total taidiscounted cash flows 1049 139 2555 8619 2167 14529

Contingent liabilities 769 769

Total undiscounted contingent

iiabilitle 769 769

Company 2009

Duetobanks 52 8125 8177

Deposits

Duetosubsidsiles 119

104

34 387D

104

4023

Total undlscounted cash flows 119 190 3870 8125 12304

Contingent liabilities 1560 1560

Total undiscounted contingent

liabllitle 1560 1560

Cash flows on contingent liabilities are dependent on the occurrence of various future events and conditions and may
or may not result in an outflow of resources These are reported in the less than months colurrm unless the

contractual terms specify cash flow dste outside the bucket

Note 41.3
Market jisk

Msrket nsk is the exposure to sdveme changes in the value of the consolidated entitys trading portfolios ass result of

changes in market prices or volatility The consolidated entity is exposed to the
following risks in esch of the mor

markets in which tmdes

foreign eschange and bullion changes in spot and forward eschange mtes and bullion prices and the volatility of

eschange rates and bullion pnces

interest mtes and debt securities changes in the level shape and volatility of yield curves the basis between different

debt securities and derivatives and credit
margins

equities changes in the price and volatility of indivduat equities equity baskets and equity indices including the risks

arising from equity underwriting sctivty and

commodities and energy changes in the pnce and
volatility of gold silver and base metals agricultural commodities

and energy oroducts

and to the correlation of market prices and rates within and across markets

It is recognised that trading activities which
give rise to market exposures contaln an element of risk taldng The

consolidated entity is prepared to accept such risks provided they are within agreed limits independently and correctly
identified calculated and monitored

by RMG and reported to senior management on regular basis

RMG rnonitom positions within the consolidated entity according to limit structure which sets limits for all

exposures in

all markets Limits are for both individual trading desks and dstaions as wall as in aggregate Trigger limits for the

consolidated entity ass whole ensure that if several
trading book limits are bang used

simultaneously the aggregate
level of risk is in line with the global risk appetite articulated in the economic captal model

FtMC sets three complementary limit structures

Contingent Loss Limits wide range of price and volatility scenarios including comprehensive worst case or stress
scenanos Worst case scenarios include market movements larger than have occurred historically Mutiple scenanos
are set for each market to capture the non-linearity and

complexity of exposures arising from denvativea wide

range
of

assumptions about the correlations between markets is applied

PosItion Limits volume maturity and open position limits are set on large number of market instruments and

positinria in order to constrain concentration risk and to avoid the accumulation of risky illiquid positions and

Value-at-Risk VaR Limits statistical measure based on 10-day holding period ends 99 per cent confidence level
as stipulated by the AFFtA capital adequacy standard The model is validated daily by back testing 1-day VaR
against hypothetical and actual daily trading profit or loss
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Notes to the financial statements

for the financial year ended 31 March 2010

continued

Note 41 .3

Market risk continued

Valua-at-Risk VaR figures

The table below shows the average maximum and minimum VaR over the
year

for the
mator

markets in which the

consolidated entity operates The VaR shown in the table is based on one day holding period The aggregated VaR is

on correlated basis

Consolidated

Equities
6.66 20.92 2.80 5.79 16.41 327

Interest rates 4.34 6.65 3.09 5.25 10.04 2.52

Foreign exchange and bullion 3.59 10.50 0.57 5.00 14.g7 1.49

Commodities 10.95 16.98 5.37 g.oe 17.04 5.48

Aggregate 14.26 26.70 6.06 13.01 24.17 9.28

Value-at-Risk

The VaR modet uses Monte Carte simulaton to generate normally distributed price and volatility paths based on three

to ten years of histoncal data VaR focuses on unexceptional price moves it does not account for losses that could

occur beyond the 99 per cent leval ot con8dence These factors can limit the effectiveness ot VaR in predicting future

price moves when changes to future risk tactors deviate from the movements expected by the above assumptions For

capital adequacy purposes debt-specitc risk is measured using APRAs standard method whilst all other exposures

are captured by the VaR model This combined approach has been approved by APRA and is subject to penodic review

Interest rate nsk

The consolidated entity also has exposure to non-traded interest rate nsk generated by banking products such as loans

and depoalts Banking buanesses have small limts to accumulate small levels of interest rate nsk Wherever possible

these interest rate nsks are transferred to the consolidated antrtys trading business and managed within traded market

risk limits and are included within the VaR tgures presented above Some residual interest rate risks reman in the

banking book as an unavoidable consequence ot doing bualneas Readual risks have independent limits that are

monitored by RMG

Certaln interest rate deevative transactions are undertaken to economically hedge interest rate risk associated with the

MIPS As the MIPS are clasafled as equity for accounting and the hedge accounting requirements cannot be met the

volatility arising from recognialng these derivatives at fair value is reflected in the income statement Interest rate

sensrtrvity on these derivatives is not reflected in the VaR numbers above Indicativaly a50 bays point increase/

decrease in interest rates would result in decrease/increase in profit before tax of $3 million j2009 $20 million

respectively

Other than the volatility on the derivatives described above there are no material interest rate risks within the

consolidated entity

Note 41 .3

Market risk continued

Foreign currency risk

The consolidated entity is axposed to foregn currency
risk arialng from transactions entered into in its normal course of

bualness and as result ot the consolidated entitys investments in foregn operations Movements in foreign currency

exchange rates will result in gans or losses in the income statement due to the revaluation ot certaln balances or in

movements in the Foralgn Currency Translation Reserve due to the revaluation ot toragn operations

In order to appropriately manage this risk non trading toralgn currency exposures are appropnately hedged unless

specifically approved by RMO and trading foreign currency exposures remain within trading limits set by RMG

Forward forrngn exchange contracts or borrowings in the same currency as the exposure are devignated as hedges

under Australian Accounting Standards and offset movements on the net assets within toralgn operations and are

transferred to the Foreign Currency Translation Reserve

Responsibility for monitoring and managing toralgn currency exposures arising from transactions rests with individual

businesses which will enter into intemal transactions as nacemary to transfer the underiyng foreign exchange risk to our

trading businesses Any residual foreign exchange risk reading in non-trading business units ix included in the intemal

modal capital calculation by RMG with the exception ot specrtc investments in core foralgn operations as discussed

below

During the year the toregn currency hedging policy of the consolidated entity was reviewed with the effect ot reducing

the senatvity of the groups regulatory capital position to foralgn currency movements This ix achieved by

leaving specific investments in core toralgn operations exposed to floregn currency tranalation movements The resuflant

change in the Australian dollar value of the foralgn investment ix captured in the Foralgn Currency Translation Reserve

component ot regulatory capital This offsets the corresponding movement in the capital requirements of these

investments

As resuit of the consolidated entitys floregn exchange policy the consolidated entity ix partially exposed to
currency

nak in relation to the translation of ta net investment in foreign operaf ions to Australian dollars

The table below indicates the sensitivity to movements in the Australian dotar rate against vanoua foralgn currencies at

31 March The consolidated entity ix active in various currencies globally those with the most impact on the sensitivity

analysts below are USO GBP HKD and CAD

Sm

Consolidated

Australian dollar 10 174.3

Australian dollar 10 213.0

2010 2010

Average Maximum

Sm Sm

2010 2009 2009 2009

Minimum Average Maximum Minimum

Sm Sm Sm Sm

Movement In

exchange

rates

Senalalvity

of equity

after tax

231 232



Note 41.3
Mallet risk continued

Equity price risk

The table below indicates the equity markets to which the consolidated entity had significant exposure at 31 March on

its non-trading investment portfolio exduding interests in associates and Joint ventures The effect on equity as result

of change in the far value of equity instruments held as available for sale at 31 March and the income statement due

to reasonably posatbie change in equity prices with at other vanables held constant is as fdlows

2010 209

Movement Sensitivity Sensitivity Sensitaity Sensitraty

in equity of profit of equity Movement of profit of equity

price before tax after tax ri equity price before tax after tax

Sm Sm Sm SmGeographic region

Consolidated

Usted

Australia 10 2.6 59.5 10 0.6 11.4

Asia Pacific 10 4.5 10 46

Europe Middle East

and Africa 10 0.2 1.9 10 0.9

Americas 10 3.9 4.2 10 2.1 2.3

Unlisted 10 0.1 27.9 10 01 363

Usted

Australia 10 2.2 59.5 10 0.4 11.4

Asia Paciltc 10 4.5 10 4.6

Europe Middle East

andAttica 10 1.9 10 0.9

Americas 10 3.9 4.2 10 2.1 2.3

UnlIsted 10 0.1 27.9 10 0.1 36.3

2010 Asii.iai Report

Notes to the financial statements

scpoarle oon.au

for the financial year ended 31 March 2010

continued

Consolidated 2010

Income

Consolidated 2009

Average

balance
Average Income

Average

expense rate balance expense rate

$m

Note 42

Sn Sm

Average interest assets and liabilities

and related Interest

Assets

Interest bearing assets

Duefrombanks 8419 151 1.8

Cash collateral

11392 394 3.5

on and

reverse repurchase agreements 1.7

Tradingportfolioassets

14956 449 3.0

7196 357 5.0

Loan assets held at amortised cost 46093

3947 271 69

2798

Other financial assets at fair value

50579 3862 7.6

through

profltorloss 5023 374 7.4

Investment securities available for sale 19367 189

4710 397 8.4

4.1

Interest in associates and

R707 1030 6.2

accountedforusingtheequitymethod 358 10 2.8

Total interest beanng assets 93150

402 17 4.2

4591

Total non-interest

102693 6420

bearing assets 57151

Totalasseta

69078

150301

UablIltles

171771

Interest bearing liabilities

Dueto banks
408 3.8

Cash collateral

10672 520 4.9

on and

repurchase agreements 7657 352
Trading portfolio liabilities 988

9679 333 3.4

46
Deposits 20484 2.9

2052 126 6.1

Debtissuedatamortisedcost

19109 970 5.1

1788 3.9

Other financial liabilities at fair value

51633 3188 6.2

through

profit or loss 4912 181
Other liabilities 305

3637 209 5.7

16
Loan capital

110 5.5

Macquane Convertible Preference Securities 592 11.3

Subordinateddebt

435 32 7.4

53 3.1

Total interest beating liabilities 93032 3511

1960 98 5.0

Total non-interest beating liabilities

99287 5482
46316

Total liabIlities

62549

139348

Net assets

161836

10953

Equity

9935

Contributed equity

Ordinary share capital

Treasury shares 36
4759

Exchangeable shares 133

Reserves

124

Retained

230

3898

Total and attributable

3632

reserves

ordinary holders of
Macquarie Group

Umited 10331

Minority interest 622

Total equity

8741

1194
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Note 43
For financial instruments camed at tar value the

determination of fair value includes credit risk i.e fhe

Fair values of financial assets and liabilities premium over the basic interest rate Counterparty

Fair value reflects the amount tor which an asset could be credit risk inherent in these instruments is factored into

exchanged or liability settled between
their valuations ala oredit valuation adjustments CVAj

willing parties in an arms length transaction Quoted
This amount represents the estimated market value of

prices or rates are used to determine fair value where en
protection required to hedge credit nsk from

active market exats If the market for financial instrument
counterparties taking into account espected tuture

is not active fair values are estimated using present value esposures collateral and netting arrangements CVA is

or other valuation techniques ualng inputs based on
determined when the market pnce or parameter is not

market conditions prevailing on the measurement date
indicative of the credit quality ot the specific

counterparty Where financial instruments am valued

The values denved tram applying these techniques are usng an intemal modal that utilises observable market

sifected by the choice of valuation model used and the
parameters market practice is to quote parameters

underfying assumptions made regarding inputs such as
equivalent to an interbank credit rating that is all

timing and amounts of future cash flows discount rates
counterparlies are assumed to have the same credit

credit nsk volatility and correlation
quality Consequently CVA calculation is necessary

Financial instruments measured at far value are to reflect the credit qualify of each derivative

cetegorised in thalr entirety in accordance with the levels counterparty to amve at fsr value and

of the falr value hierarchy ax outlined below The consolidated entitys own credit risk is factored into

Level quoted prices unsdjusfed in active markets for

the valuations of liabilities measured at fair value via

idenitcal assets or liabilities

dabit valuation sdlustments DVA This is because

Level inputs other than quoted prtces included within
credit risk affects what the transaction pnce of the

level that are observable for the asset or liability ether
liability would have been in an arms length exchange

directly La as prices or indirectly i.e derived from
motivated by normal business considerations e.g

prices and
affects the value at which liabilities couki be

Lesal inputs for the asset or liability that are not based repurchsaed or settled the observed market price of

on observable market data unobservsble inputs
quoted debt securities and the contract interest rate

offered when debt is initially ralsec Consequently

The appropriate leval for an r-rstrumenf is determined on changes in the credit quality of the consolidated entity

the baals of the lowest level input that is significant to the
are reflected in valuations where the credit risk would be

fair value measurement
considered by market part iciDants and exdudes fully

The following methods and significant assumptions have collsteralised transactions and other instruments for

been applied in determining the fair values of financial which it is established market practice not to include an

insfnjments entity-specific sdusfment for own credit The

Trading portfolio assets and liabilities financial assets
methodolotr to determine the adjustment is consistent

and liabilities at far value through proM or ma
with CVA and incorporates the consolidated entittrs

derivative financial instruments and other transactions
cr-edit spread for fhe fermi of the liability measured as

undertaken for trading purposes are measured at fair

observed through the credit defaufi swap market This

value by reference to qucted market paces when
amount represents the estimated difference in the

market value of identical obligations
svailsble e.g listed securities If quoted msrkef prices

are not available then far values are estimated on the Where valuation techniques are used to determine fair

baais of pricing models or cther recognised valuation values they are validated and penodicafly reaewed by

techniques qualified personnel independent of the ares that crested

Investment securities dsasffed as available for sale are
them all models are certified before

they are used and

measured at fair value by reference to quoted market
models are calibrated penodically fo test that outputs

prices when available e.g listed securities If quoted
reflect pnces from observable current market transactions

market prices are not available then fair values are
in the same instrument or other available observable

estimated on the basis of pricing models or other
market data To the extent possble models use only

recognised valuation techniques Unrealised gains and
observable market defia e.g for OTC denvatrves

losses excluding impairment write-downs are recorded
however management is required to make assumptions

in the available for saie reserve in equity until the asset is
for certain inputs that are not supported by paces

from

sold collected or ctherwrse disposed of
observable current market transactions in the same

Fair values of fixed rate bans and issued debt clamified
inafrnimenf such as volatility and correlsf ion

as at fair value through profit or loss is estimated by

reference to current market rates offered on similar

loans

Notes to the financial statements

for the financial year ended 31 March 2010

continued

The fair value of debt issues and subordinated debt isNote 43
based on market prices where available Where market

Fair values of financial assets and liabilities continued
prices are not available the fair value is based on

discounted cash flows using rates appropriate to theThe following methods and significant assumptions have

term and issue and incorporates changes in thebeen applied in deterrrrrsng the fair values of financial

consolidated entitys own credit spreadinstruments which are carried at amortised cost

Substantially elI of the consolidated entitys
The fair values of vseable rate financial instruments commitments to extend credit are at variable rates Ax
including loan assets and liabilities camed at amnorfised

such there is no significant exposure to fair value

cost cash collateral on securities borrowed/cash
fluctuations resufling from interest rate movements

collateral on securities lent and reverse
relating to these commitments and

repurchase/repurchase agreements are approximated
In the separate financial statements of the Company

by ther carrying amounts The flay value of loan assets
the fair value of balances due from/to subsidiaries is

repayable without penalty is approameted by ther

roximeted by ther carrying amount as the balances
carrying value

are generally receivable/payable on demand
The fair vaiue of fixed rate loans and debt carried at

amortised cost is estimated by reference to current

market rates offered on similar loans and the

creditworthiness of the borrower

The tables below summerise the carrying value and fair value of all financial assets and liabilities held at arnorraed cost of

the consolidated entity and Company at 31 March 2010

2010 2010 2009

Cenring Fair Carrymg

amount value amount

Consolidated

Assets

Duefrom banks

Loan assets held et amortised cost

8251

44267

8251

44486

12271

44751

12271

44g84

Total financial assets 52518 52737 57022 57255

Lisbilities

Due to banks 9927 9720 11858 11004

Deposits 22484 22492 21868 21868

Debt issued at amortised cost 42614 42784 48270 47687

Mscquarre Convertible Preference Securities 593 637 591 553

Subordinated debt at amorfised cost 916 910 1496 725

Total financIal liabilIties 76534 76543 84083 81837

Company

Assets

Duefromsubaidiaries 11843 11543 10300 103so

Totalflnancialsssets 11643 11643 10390 10300

Lisbllities

Due to banks 6922 6685 73g3 6443

Deposits 54 54 1D4 104

Debt issued at amortised cost 3154 3352

Due to subaldisries 2357 2425 3919 3760

Total financial liebilities 12487 12516 11416 10307

2009

Fair

value
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Notes to the financial statements

for the financial year ended 31 March 2010

continued

Note 43
Fair values of financial assets and liabilities continued

The following table summanses the levels of the far value hierarchy for financial instruments measured at far value at

31 March2010

Levell Level2 Level3

Sm Sm Sm

Consolidated

Assets

Trading portfolio aaaeta 9220 2494 424 12138

Other finanoal aaaeta at far value fhrough profit or baa 3279 5576 315 9172

Denvative financial inatrument poaitive valuea 3269 18016 276 21561

lnveatmnent aecuritiea avafiablefor aale 16176 1519 526 18221

Life inveatment contracta and other unitholder investment

aaaeta 940 3906 4846

Total assets 32884 31513 1841 65938

UabiTitles

Trading portfoOo liabilities 4350 1079 5432

Derivative financial inatnimenta negative valuea 3862 17416 428 21706

Other financial liabilittea at far value through profit or loss 85 4270 58 4413

Life investment contracts and other unthelder liabilities 944 3920 4864

Subordinated debt at falr value through profit or loan 499 499

Total lIabilities 9241 27184 489 36914

Note 43
Fair values of financial assets and liabilities continued

Reconciliation of balances in Level of the fair value hierarchy

The following table reconcilea the balances in Level of the falr value hierarchy for the consolidated entity for the financial

year ended 31 March2010

Other financial

Trading assets at

portfolio fair value through

assets profit or loss

Sm Sm

Balance at the beginning of the financial year 755 126

Purchases 503 145

Sales 752 14
Issues

Setttements

Tranatera into Level 42

Tranafers out of Level 83
Falr value gaina/Qosses recognised in the income statement 16

Falr value galns/losses recognised in other comprehensive income

Balance at the end of the financial year 424 315

Falr value gans/Qosses for the period included in the income statement for

asseta and liabilities held at the end of the financial year end 19 16

The conaolidated entity employs various hedging techniques in order to manage nsks including risks in level positions

Such techniques may include the purchase or sale of financial instruments that are classified as levels end/or The

realised and unreslised galns and losses for assets and liabilities in level presented in the table above do not reflect the

related realised or unrealised galns end losses enalng on economic hedging instruments classified in level end/or

The derivative financial instruments in the table above are represented on net baels On gross basis Derivative

financial instruments posifive values are $276 million end Derivative financial instruments negative values are

$428 rnlfiicn

Total

Sm
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Notes to the financial statements
for the financial year ended 31 March 2010
Continued

Investment

securities

Other financiaj Derivative financial

available

liabilities at instruments

for sale liabilities

fair value through net replacement

Sm Sm
profit or loss

values2 Total

Consolidated
968

88 1761
211 25 55 43 736

328 27
15 1052

20 1811
31 20

30 12
138

49 17282
66 139

96
96

58 152 1052

Significant transfers between levels of the fair value hierarchy

Dunng the fInancial year the consolidated entity did not have significant transfers between level and
Transfers into level were due to the lack of observable valuation inputs for certain securities and investments Transfersout of leval were pnnopally due to valuation inputs becorrsng observable during the

year

Unrecognised gains

For financial assets and financial liabilities measured at fair value
through profit or loss when the transaction price insnon-active market is different to the fair market value from other observable current market conditions in the sameinstrument or based on valuation techniques whose vanables include other data from observable markets the

consolidated entity recognises the difference between the transaction price and the fair value in the income statement Incases where use is made of data which is not observable profit or loss is only recognised in the income ststement whenthe inputs become observable or over the life of the instrument

The table below summarises the deferral and recognition of profit or loss where valuation
technique has been appliedfor which not

all inputs are observable in the market

Consolidated

2010

Sm
Balance at the beginning of the period

55
Deferral on new transactions

25
Asiounts recognised in the income statement during the

year 42Balance at the end of the
period

38

Sensitivity anaiysis of valuations
using unobservable inputs

The table below shows the sensittaty in changing assumptions to reasonably posable alternative assumptions for thosefinancial wistrumerits for which far values are determined in whole or in part using valuation
techniquen based on such

assumptions

Favourable changes Unfavourable changes

Profit loss Equity Profit loss
Equity

Sm Sm Sm Sm

Consolidated 2010Product type

Equity and equity linked products 32 13 32
Asset backed products 30 28
Commodity products

24 24
Credit products

FXproducts

239
240

Note 43
Fair values of financial assets and liabilities continued
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Notes to the financial statements

for the financial year ended 31 March 2010

continued

Note 44
Audit and other services provided by PricewaterhouseCoopers

During the year the auditor of the Company and consolidated entity PwC and its related practices earned the following

remuneration

2010 2009 2010 2009

$000 $000 $000 $ooct

PwC Australian firm

Audit and review of financial reports of the Company or

anysubsidiaryoftheCompany 5963 6993 14 16

Other auditrelated work 1201 1655

Other assurance services 1478 862 564 552

Total audit and other assurance services 8642 97i0 578 568

Advisory services 717 1283

Taxation 535 620

Total remuneration paid to PwC Australian finn 9894 11613 578 568

Related practices of PwC Australian finn

Oncluding PwC overseas firms

Audit and review of financial reports of the Company or

anysubsidiaryoftheCornpany 7718 7117

Other auditrelated work 157 57

Otherassuranceservices 430 1183

Total audit and other assurance services 8305 8357

Advisory services 694 2422

Taxation 3570 2070

Total remuneration paid to related practices of

PwC Australian firm 12569 12849

Total remuneration paid to PwC 22463 24462 578 568

Use of PwCs services for engagements other than audit and assurance is rastncted in accordance with the Companys

Auditor lrrdependence policy These assignments are priniopaty tax comptance end agreed upon assurance procedures

in relation to acquisitions

Carteln fees for advisory services are in relation to latial Public Offerings and due diligence services for new funds These

fees may be recovered by the consolidated entty upon the successful estabflshment of the funds

It is the Companys policy to seek competitive tenders for at major advisory projects

Note 45
Acquisitions and disposals of subsidiaries and businesses

In accordance with MSB Business Contr/ratsns provisional amounts for the initial accounting of acquisitions made

dunng the penod have been reported in this Financial Report

Significant entities and businesses acquired or consolidated due to acquisition of control

Tristone Capital Global inc

On 31 August 2009a subsidiary of MGL acquired abC per cent interest in Tristone Capital Global Inc an enfity

engaged in the business of providing advisory and securities servces to the
energy sector

Fox-Pitt Kelton Group

On 30 November 2009 subsidiary of MGL acquired 100
per cent interest in Fox Pitt Kelton Cochran Caronis Weller

LLC financial institutions focussed boutique investment banlang firm with broad
coverage across all financial

institutions and specisfisation in insurance advisory services

Biackmont Capital

On 31 December 2009 subsidiary of MGL acquired 100
per cent interest in Blsokrnont Capital nc full service

wealth management and investment dealer business

Delaware Investments

On January 2010 subsidiary of MGL acquired 100 per cent interest in Delaware Investments lesding US-based
diversfied asset management firm

Other entities acquired or consolidated due to acquisition of control during the financial year are as follows

Telbane Pty Limited BE Geothermal GmbH Advanced Markets Holdings LLC Relational Technology Services Inc and

Macquarie Topest Management Umited

Aggregate detsils of the above entities and businesses including disposal groups acquired or consolidated due to

acquisition of control are as follows

2010 2009

Sm

Fair value of net assets acquired

Cash other financial assets and other assets

Goodwill and other intangible assets

iigi 513

Property plant and equiprrient

738 45

Assets of disposal classified held for sate

16 10

groups

Payables provisions borrowings and other liabilities

48 683

Liabilities of disposal classified as held for sate

1021 439

Minority interests

43 274

interest disposal groups as held for sate

Total fair value of

179
aaaets acquired

Restnicture

927 359

operating costs disposal groups classified as held for sale 110
Adjusted net assets

Purchase consideration

927 249

Cash consideration and costs directly attributable to acquisition

Deferred consideration

748 85

Extinguishment of loan asset

125 74

Total purchase consIderatIon

56

Net cash outflow/inflow

929 159

Cash consideration and costs directly sttsbutable to

Less cash and cash

748 85
acquired

Net cash

439 130

Included in the current year resufis for the consofidsted entity is profit of $14 million and revenue of $89 million from

Delaware Investments since the date of acquisition If this acquisition hed taken pIece on Apnl 2009 the
impact on the

current year resufis for the consolidated entity would hey been profit of $33 milton and revenue of $462 million The

operating resufis of the other acquisitions did not have matesal impact on the results of the consolidated entity
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Note 45
Acquisitions and disposals of subsidiaries and businesses continued

Other entitles acquired or Consolidated due to acquisition of control during the financial year continued

There are no significant differences between the fair value of net assets acquired and their carrying amounts other than
goodwrt and other intangible assets as noted above The goodwil acquired dunrig the current financial year has arisen
due to the value of the businesses acquved over thar indredual asset values the employees acquired as part of the
business and synergies Macquane expects to realise from the acquisitions

The 31 March 2009
comparatives relate to Macquane Secunties Thaitanpl Limited Chartreuse at Mont Blanc and

Constellation Energy being the agnilicant entities acquired or consolidated clue to acquisition of control

Significant entities and businesses disposed of or deconsolidated due to loss of control

Macquarle Communications Infrastructure Management Limited

On 22 July 2009 subsidiary of MGL disposed of its 100 per cent niterest in Macquarie Communications Infrastructure
Management Limited

Other entities disposed of or deconsolidated during the financIal year are as follows

Shanghis Chenig Properties Co Ltd Lachlan Wealth Management Limited Equinox Investment Holdings Pty Ltd
Macquane Leisure Management Limited Microstar Logistics LLC Microstar Keg Management LLC Global Contalner
Management LLC Microstar Global Asset Management LLC Macquane Infrastructure Investment Management Limited
Macquane Asports Management limited Vow Financial Holdings Ply Limited Macquarie Real Estate Investments PlyUmrted Japan Automobile Road Co Ltd Macquane Media Management Umited Macquane CountryWide Management
Limited Macquarre Office Management Limited Macquarre Direct Property Management Limited Macquane Asset
Seosces Limited Macquane Real Estate Management Serorces Ply Limited and Macquarie Real Estate Europe Umited

Aggregate details of the above entities and businesses disposed of or deconsolidated are as follows

2010

$m
2009

Canying value of assets and liabilities disposed of or deconsolidated

Cash other financial assets and other assets

Goodwill and other intangible assets

315 3535

Property plant and eqwpment

18

Non-current assets and assets of disposal groups classified as held for sale

Payables provarons borrowings and other liabilities

80

Liabilities of disposal classitled held for sale

112 31

Total carrying value of assets and
59

disposed of or deconsolidated

Consideration received

325 3529

Consideration received in cash and cash equivalents

Consideraltorr received it equity

473 3424

Deferred cOnsideration

91

Total consldesatjon received

14

Net cash Inflow

578 3424

Cast received

Less
473 3424

Investment rettoned

Cash and cash equivalents cflsposed of or deconsolidated

Net cash inflow

36 17

The 31 March 2009
comparatives relate to Long0rew Oil and Gas MQ Japan Market Neutral Fund Cayman Islands the

Italian mortgages business the margin lending business and Macquarie Infrastructure Opportunities Fund Ltd being the
signrflcant entities and businesses disposed of or deconsolidated due to loss of control

Note 46
Events occurring after balance sheet date

Following approval by unithokters on 22 April 2010 investments in the Macquane Cash Management Trust CMT wrIl be
converted to an at cat account with Macquane Bank The conversion is scheduled to take place In July 2010 At the
current time total funds under management in the Macquane CMT are $10 billion The funds transferred to the
consolidated entity wit form

part of the consolidated entitys overall funding pool

At the date of this report the Directors are not aware of any other matter or circumstance which has arisen that has
agnitcanty affected or may agndlcantty affect the operations of the consolidated entity the results of those operations or
the state of affairs of the consolidated entity in the financial years subsequent fo3l March 2010 not otherwise disclosed
in this report

243 244



Macquarie Grscp Landed and its uthuidenes 2010 Nasal Report macquare csrn.au

In the Directors opinion

the financial statements and notes set out on pages

137 to 244 are in accordance with the Corporations Act

2101 including

complying with Australian Accounting Standards the

Corporations Regulations 2001 and other mandatory

professional reporting requirements and

giving true and far view of the Company and

consolidated entitys financial position as at 31 March

2010 and ot thalr performance ss represented by the

results of thek operations and its cash flows for the

financial
year ended on that date and

there are reasonable wounds to believe that Macquarie

Group Limited will be able to pay its debts as and whan

they become due and payable and

the audited remuneration disclosures set out on pages
67 to 125 of the Dfrectom Report comply with

Australian Accounting Standards and the Corporations

Regulations 2001

The Directors heve been given the declarations by the

thief executive officer and chief financial officer required by

section 296A of the CorporstionsAct 200

This declaration is made in accordance with resolution of

the Directors

David Clarke AO
Non-Executive Dfrector and

Chalrman

Nicholas Moore

Mansging Director and

Chief Executive Officer

Sydney

29April2OlD

Report on the financial report

We have audited the accompanying financial report of

Macquake Group Limited the Company which

compnses the balance sheet as sf31 March 2010 and

the income statement the statemant of comprehensive

income statement of changes in equity and statement of

cash fows for the year ended on that date summary of

agnrllcsnt accounting policies other explanatory notes

and the directors declaration for both Macquake Group
Limited and the Mscquarw Group the Consolidated

Entity The Consolidated Entity compsses the Company
and the entities it controlled at the years and or from time

to time dunng the financial year

Directors responsibility for the financial report

The directom of the Company are responsible for the

preparation and falr presentation of the financial wport in

accordance with Australian Accounting Standards

ncluding the Australian Accounting Interpretations and

the Corporations Act 2X This responsibility includes

establishing and
malntaning intemal controls ralevant to

the preparation and falr presentation of the financial report

that is free from material misstatement whether due to

fraud or error salecting and applying sppropriste

accounting polioes and making accounting estimates

that are reasonable in the circumstances In note the

directom also state in accordance with Accounting

Standard AASB 101 Presantatibn otAhanciai Statements

that the financial statements comply with Intemational

Rnancie Reporting Standards

Auditors responsibility

Cur responalbilily is to express an opiniuri on tho financial

report based on our audit We conducted our audit in

sccordsnce with Australian Auditing Standards These

Auditing Standards require that we comply with ralevent

ethical requirements ralating to audit engsgements and

an and perform the audit to obtaln reasonable assurance

whether the financial report is free from material

misstatenenf

An audit invoives performing procedures to obtaln audit

evidence about the amounts and disclosures in the

financial report The procedures selected depend on the

auditors udgerrwnt including the assessment of the risks

of matanal misststement of the financie report whether

due to fraud or error

In
making those risk assessments the auditor conaldem

intemal control relevant to the entitys preparation and fair

presentation of the financial report in order to devign audit

procedures that are appropriate in the circumstances but

not for the purpose of
expressing an opinion on the

effectiveness of the entitys intemal control An audit also

includes evaluating the sppropnstaness of
accounting

policies used and the reasonableness of accounting

estimates made by the directors an well an evaluating the

overall presentation of the financial report

Our procedures include reading the other information in

the Annual Report to determine whether it contalns
any

material inconviatancies with the financial report

Our audit did not involve an analyals of the prudence of

business decisions made by directum or management

We believe that the audit evidence we have obtained is

sufficient and sppropnate to provide basis for our audit

opinions

Independence

In
conducting our audit we have complied with the

independence requiremants of the Corporations Act 2001

Auditors opinion

In our opinion

the financial report of Macquane Group Limited is in

accordance with the Corporations Act 2001 including

givrng true end falr view of the Companys and

Consolidated Entitys financial position as at

31 March 2010 and of thalr performance for the year

anded on that date end

complying with Australian Accounting Standards

including the Auatrallan Accounting Interpretations

and the Corporations Rapuiotionn 2001 and

bthe financial report also complies with Intemational

Financial Reporting Stsndsrds as disclosed in note

Lsbdty is limiled by sctrerne approved under Professoral

standards Legalaron

Macquarie Group Limited

Directors declaration
Independent audit report

To the members of Macquarie Group Limited

continued

JRlCEWAERJ-IousEJDPERS
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Macquarie Group Limited

Ten year history

Years ended 31 Marsh

Income statement million

Total income from ordinary acteities

Total expenses from ortitnary actthties

Operating profit before income tax

Income tax
expense

Profit for the year

Macquane Income Preferred Securities

distnbutrona

Macquane Income Securities distnbutionx

Other minority interests

Prott attributable to ordinary equity

holders

Statement of financial position

million

Total assets

Total liabilities

Nef assets

Total loan assets

Impaired loan assets net of provisions

Share infonnation

Cash dividends per share cents per share

Interim

Final

Special2

Basic eamings per share cents per share

Share price at 31 March

Ordinary share capital million shares3

Market cepitalisetion at 31 March

fully paid ordinary shares million

Net tangible assets per ordinary share $y
Ratios

Retum on average ordinary shareholders

funds

Dbldend payout ratio

Expenseiincome ratio

Net loan losses as of loan assets

excluding secuntisation SPVs and

segregated futures funds

Assets under management

billion5

Staff numbers5

4197 4832 7181 8248 5526 6638

3039 3545 5253 6043 4537 5344
1158 1287 1928 2205 989 1294

288 290 377 317 15 201
870 gg7 1551 1888 974 1093

45
33 21
25 14

67980 106211 136389 187250 149144 145940

63555 100874 128870 157189 139584 134171

4425 5337 7519 10061 9560 11769

28425 34999 45796 52407 44751 44267

42 85 88 165 952 647

Report on the Remuneration Report

We have audited the remuneration report included in

pages 67 to 125 of the directors report for the year ended

31 March 2010 The directors of the Company are

responalble for the preparation and presentation of the

remuneration report in accordance with section 300A of

the Cbporabbns Act 203/ Our responsibility is to express

an opinion on the remuneration report based on our audit

conducted in eccordance with Australian Auditing

Standards

Auditors opinion

In our opinion the remuneration report of Macquane

Group Limited for the year ended 31 March 2010

complies with section 300A of the Copoatrons Act 200/

PrtcewstertiouseCoopers

DPI Armstrong

Partner

Sydney

29 April 2010

With the excepton of 31 March 2005 the tnanclel information presented below has been bssed on the Australian Accounting Standards

adopted at each balance sheet date The tnancial information for the full yesra ended 31 March 2005 20t is based on the reported

results ualng the Australian Accounting Standards that also comply with Intemational Financial Reporting Standards as iasued by the

International Accounting Standards Board

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

1649 1822

1324 1467
325 355

53 76
272 279

2155

1695
460

96
364

2823

2138
685

161
524

28 51 54 50
31 2n 28 27 29 29 31 34

242 250 333 494 812 916 1463 1803 871 1050

Total

27848 30234

26510 27817

1338 2417

7785 9209

31 49

41 41

52 52

93 93

138.9 132.8

27.63 3326

175.9 198.5

32462

29877

2585

9839

16

41

52

50

143

164.8

2470

204.5

43771

40938

2833

10777

61

52

70

122

233.0

35.80

215.9

61

100

40

201

369.6

4803

223.7

90 125

125 190

215 315

400.3 591.6

64.68 82.75

232.4 253.9

145

200

345

670.6

52.82

274.6

145

40

185

309.6

27.05

283.4

86

100

186

320.2

47.25

344.2

4860 6602 5051 7729 10744 15032 21010 14503 7667 16266

515 794 823 10.72 13.97 16.63 22.86 28.18 23.72 25.82

27.1% 18.7% 18.0% 223% 29.8% 26.0% 281% 23.7% 9.9% 10.0%

67.5% 73.6% 87.4%a 53.2% 53.2% 54.4% 54.3% 52.2% 60.2% 60.4%

80.3% 80.5% 78.7% 75.7% 72.4% 73.4% 732% 73.3% 82.1% 80.5%

0.1% 0.2% 0.0% 0.3% 0.2% 0.2% 0.1% 0.3% 9% 0.8%

3.19 41.3 52.3 62.6 96.7 140.3 197.2 232.0 243.1 325.7

4467 4726 4839 5716 6556 8183 10023 13.107 12.716 14.657

The Mscquane Bank Umrled now Mscquane Group Limited ordinary shares were quoted on the Australian Stock Exchange now
Australian Securities Exchange on 29 July 1996

The spedal diodend for 2003 was paid to release one off franking credits to shareholders on entry into tas consolidation Excluding the

special dividend of 50 cents per share the payout ratio would have been 56.8 per cent

Number of fully pald ordinary shares at 31 March excluding options and partly pald shares

Net tangible assets include intangibles net of associated deferred tax assets and deferred liabilities within assets and disposal groups
held for sale

The
methodology used to calculate assets under management was revised in September 200o Comparatives dl 31 Marco 2005 hdve

been restated in accordance etth methodology

Includes both pennanent staff full time part time and fixed term and contractors induding consutants and secondees
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Investor information Investor information

continued

Dividend Reinvestment Plan DRP
The DRP allows shareholders to apply their dividends

to acquire new Macqueue shares rather than receiving

dividends in cash

American Depository Recaipt ADR Program

In June 2005 Macquarie established an ADR program

Macquaries ADR program effectively enables US
investors to trade Macquarie Group shares in US
dollars

Macquarie ADRs are negotiable certilicates issued by

the Bank of New York with one ADR
representing one

Macquarie share They are traded under the symbol

MQBKV and are classified as Level They are not

listed on any exchanges and are traded over-the

counter via brokers

The ADR register is kept at

BNIY Mellon Shareowner Services

P0 Box 358516

Pittsburgh PA 15252 8516

USA

Toll free telephone number for domestic callers

888-BNIY-ADRs

Telephone numbers for international callers

201-680-6825

Further information can be found at w.bnymellon
com/sharoowner

Voting Rights

At meetings of members or classes of members each

member may vote in person or by proxy attorney

or the member is body corporate corporate

representative On show of hands evey person

present who is member or representative of

member has one vote and on poll every member

present in person or by proxy or attorney has

one vote for each fully paid share held and

ii that proportion of vote for any partly paid ordinary

share calculated in accordance with clause 8.18 of

the Macquarie constitution

copy of the constitution is available at ww
macquarie.com.au/au/about_macquarie/corporate

governance.htm

Enquiries

Investors who wish to enquire about any administrative

matter relating to their Macquarie Group Umited

shareholding are invited to contact the Share Registry

office below

Computershare Investor Services Pty Limited

GPO Box 2975

Melbourne Victons 8060 Australia

Telephone 61 394154137
Freecall 1300554096
Facsimile 61 9473 2500

Email web.queries@computershare.com.au

Website www.computershare.comJau

All other
enquiries relating to Macquarie Group

Umited share investment can be directed to

Investor Relations

Macquauie Group Umited

Level No.1 MarE Place

Sydney New South Wales 2000 Australia

Telephone 61 8232 5006

Facsimile 61 8232 6346

Email macquarie.shareholders@macquajie.com

Website macquarie.com.au/sharehokiercentne

Macquarie Groups Company Secretary Dennis Leong

may be contacted on the above numbers

Websuite

To view the Shareholder Review the Interim and

Annual Reports presentations dividend information

and other investor information visit macquarie.oom.au/

shsreholdercentre

Shareholder calendar

Shareholders may wish to note the following dates

2010

Date Event

30Apr11 Full year result announcement

14 May Record date for final dividend

July Payment date for final dividend

30 July 2010 Mnual General Meeting

30 September Half-year financial end

20 October Half-year result announcement

12 November Record dste for interim dMdend

15 December Payment date of interim dividend

2010 Annual General Meeting

This years meeting will be held at 10.30 am on Friday 30 July 2010 at the Sheraton on the Park in the Grand

Ballroom 161 Elizabeth Street Sydney NSW Details of the business of the meeting will be forwarded to

shareholders separatelL

Stock Exchange Listing

Macquane Group Umited is listed on the ASX and its ordioary shares trade under the code MQG

Macquane Convertible Preference Securities are quoted on the ASX and trade under the code MQCPA

Dividend Details

The Group generally pays dividend on its fully paid ordinary shares twice year following the final and interim

results announcements The proposed dates for the 2010 final dividend and the 2011 interim dividend are as

follows

These dates are subject to change

3OApril2OlO l4May2OlO 2July2OlO

290ct2010 l2Nov2OlO l5Dec2OlO
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Fully paid ordinary shares

Twenty lamest ordinary shareholders at 19 ApnI 2010

HSBC Custody Nominees Australia Limited

JP Morgan Nominees Australia Limited

National Nominees Limited

Citicorp Nominees Pty Limited

Bond Street Custodians Limited MEREP Trustee RSU Control

ANZ Nominees Umited Cash Income A/C

Cogent Nominees Pty Limited

Queensland Investment Corporation

AMP Life Limited

Citicorp Nominees Pty Limited CFS WSLE Geared Shr End NC
A/go Investments Limited

Cogent Nominees Pty Limited SMP Accounts

CS Fourth Nominees Pty Ltd Unpaid A/C

Citicorp Nominees Pty Limited CES WSLE Imputation End A/C

Australian Reward Investment Afliance

UBS Wealth Management Australia Nominees Pty Ltd

RBC Dexia Investor Services Australia Nominees Pty Umited MLCI A/C

Citicorp Nominees Pty Limited CFS Imputation Fund A/C

Bond Street Custodians Limited Trustee A/C USA

Perpetual Trustee Company Limited

Ordinary Shares

63646682

50230395

46092549

10180617

8202590

5977193

4794312

4565733

4487735

4142985

3577360

1947794

932933

913369

899302

725039

687574

645945

640261

611482

2010 Oreeai Report

1691557 exchangeable shares on issue at 19 April 2010 are held by former key employees of Tnstone Capital

Global Inc The exchangeable shares were issued by controlled entity and are eligible to be exchanged one for

one for shares in Macquarie Group Limited They must be exchanged by August 2019 and
carry no Macquarie

Group Limited voting rights

Convertible Preference Securities

Tnh Inf 4hhnId 10 niI AiA

Quester Financial Services Limited TPS RF A/C

RBC Dexia Investor Services Australia Nominees Pty Umited MLCI A/C

JP Morgan Nominees Australia Umited

National Nominees Umited

Citicorp Nominees Pty Limited

ME Custodians Ltd

HSBC Custody Nominees Australia Limited

JMB Pty Limited

RBC Dexia Investor Services Australia Nominees Pty Limited GSENIP A/C

RBC Dexia Investor Services Australia Nominees Pty Limited NMSMT A/C

Cogent Nominees Pty Limited

Questor Rnancial Sersices Limited TPS PIP A/C

BT Portfolio Services Limited Halcagni Pty Ltd A/C

Forts Clearing Nominees P/L Nest Custodian A/C

Namrog Investments Pty Ltd

Avanteoa Investments Limited Avanteos Super Fund No A/C

Mr Lesley Szekaly Mrs Suzaner Szekely Ms Rachel Szekaly

Mr Daniel Szekely The Szekety Super Fund A/C

UBS Wealth Management Australia Nominees Pty Ltd

Hestian Pty Ltd

Mrs Vera Nataaha Anderson Anderson Family A/C

Total

Details of Convertible Preference Securities secuntyholdings

Detalls of the spread of Convertible Preference Securities at 19 April 2010 were as follows

Range Securityholders Securities

11000 8055 2543175

10015000 607 1332887

5001 10000 47 353977

10001100000 33 943843

100001 shares and over 826118

8745

Three securityholders representing Convertible Preference Securities held less than marketable

6000000

parcel

Macmane Group L.-rnted and is ssdupw

Investor information

continued

macquanle.corn.aJ

of

Ordinary Shares

18.47

14.58

13.38

2.95

2.38

1.73

.39

.33

.30

.20

.04

0.57

0.27

0.26

0.26

0.21

0.20

0.19

0.19

0.18

There are also retention arrangements in place with key former Tnatone employees under which further 97413

Exchangeable Shares and 131297 options over Exchangeable Shares are also on issue

Total 213901850 62.08

Substantial shareholders

At 19 April 2010 the following shareholders were registered by the Company as substantial shareholder having

declared relevant interest in accordance with the Corporations Act 2001 Cth in the voting shares below

of

Convertible Convertible

Preference Preference

_.flti 5ni

Holder Ordinary shares Date of Notice

AXA Asia Pacific Holdings Limited 20939774 March 2010

Details of ordinary shareholdings

Details of the spread of ordinary shareholdings at 19 April 2010 are as follows

Range Shareholders Shares

11000 105067 34929429

10015000 23141 43423496

500110000 1504 10417617

10001100000 883 21883401

100001 shares and over 103

130698

233879320

344533263

310301

276726

239091

75708

70804

56752

56744

50000

48412

47145

44849

41466

35263

33640

30000

27000

25000

23370

21000

20000

1.533.271

5.17

4.61

3.98

1.26

1.18

0.95

0.95

0.83

0.81

0.78

0.75

0.69

0.59

0.56

0.50

0.45

0.42

0.39

0.35

0.33

25.55

2181 shareholders representing 8078 fully paid shares held less than marketable parcel

All 44791947 optrons on issue at 19 April 2010 are held by participants in the Groups Option Plan

1146519 exchangeable shares on issue at 19 April 2010 are held by former key employees of Orion Financial

Inc The exchangeable shares were issued by controlled entity and are eligible to be exchanged one for one for

shares in Macquarie Group Limited They expire in November 2017 and carry no Macquatie Group Limited voting

rights

There are also retention arrangements in place with key former Orion employees under which total of 127000

new Macquarie Group Limited ordinary shares may be allocated within five years from the date of the Onon

acquisition
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Glossary

continued

the Act Corporations Act 2001 Cth

ADI authorised deposit-tairing

institution

AGM Aunual General Meeting

AIFRS Australian International Financial

Reporting Standards

APRA Australian Prudential Regulatory

Authority

APS

ASIC

ASX

Acnual Profit Sham
________

Australian Securities

___________________Investments_Commission

Australian Securities Exchange

or ASX Umited ABN 98008624

691 and the market operated by

ASX Umited

ASX ASX Corporate Governance

Recommendations Council Principles

Recommendations

BACC Board Audit and Compliance

Committee

BBSW Australian Financial Associatiors

bank-bill rate published daily

on AAP Reuters page The

Australian equiastent of UBOR
SIBOR etc

BCGC Board Corporate Governance

Committee

BORM Business Operational Risk

Manager

BRC Board Remuneration Committee

CEO Chief Financial Officer

the Company Macquarie Group Umited

consolidated entity Macquarie Group Umited and its

subskliaries

CR0 Chief Risk Officer

CVA credit valuation adjustments

DESOP Deferred Exercise Sham Option

Plan

Directors the Directors of Macquatie

Group Limited unless the

context indicates otherwise

Directors Profit Share

DMdend Reinvestment Plan

Deferred Share Unit issued

under the MEREP

debit valuation adjustments

Economic Capital Adequacy

____________ Model

earnings per sham

Equity Risk Umit

Macquarie Group Employee

Share Plan

Macquarie Group Employee

________________Retained_Equity_Plan

Foundation Internal Ratings

________________Based Approach

Financial Stability Forum

Foreign Exchange

International Accounting

Standards Board

International Financial Reporting

Standards

Initial Public Offering

Macquatie Group Limited and its

subsidiaries

Macquarie Bank Limited ABN 46

008 583 542

the Board of Directors of

Macquarie Group Limited

Macquarue CPS Macquarie Convertible

Preference Securities

Macquane ordinary Macquane Group Limited fully

shares paid ordinary shares

MBL Macquarie Bank Limited

MCR minnum capital ratio

MEL Macro-Economic-Linkages

MEREP Macquarie Group Employee

Retained Equity Plan

Macquarie Group Employee

Share Option Plan

MGL

MGSSAP

MIPS

MIS

NCD

NEDSAP

NOHC

NPAT

ORMF

PSU

RMG

ROE

RPS

RSU

RWA
SPE

TSR

VaR

Macquarie Group Limited ABN
94 122 169 279

Macquarie Group Staff Sham

Acquisition Plan

Macquarie Income Preferred

Securities

Macquarie Income Securities

negotiable certificates of deposit

Non Executive Director Share

Acquisition Plan

non-operating holding company

net profit after tax

Operational Risk Management

Framework

Performance Share Unit issued

under the MEREP

Risk Management Group

return on equity

retained profit share

Restricted Sham Unit issued

under the MEREP

risk weighted assets

special purpose entity

total shareholder returns

Volume at Risk

Glossary

AASB Australian Accounting Standards

Board

2010 Amual Raced rnacquano corn an

DPS

DRP

DSU

OVA

ECAM

EPS

ERL

ESP

Equity Plan

FIRB

FSF

FX Forex

IASB

IFRS

IPO

Macquarie

Macquane Group

or Group

Macquarie Bank

Macquarie Board
the Board

MGESOP
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1.0 Result overview 1.0 Result overview

continued

1.1 Income statement analysis

Half year to Full year to

MariO Sep09 Movement MariO Mar09 Movement

SAm $kn SAm $Am

Income statement

Net interest income 655 425 54 1080 938 15

Fee arid commiason income 1839 1882 3721 4045

Net trading income 666 633 1.299 1157 12

Share of net profits/f osses of associates

and joint ventures accounted for using

the equity method 33 197 230 74

Other operating income and charges 406 362 12 768 688
Net operating income 3533 3105 14 6638 5526 20

Employment expenses 1592 1509 3101 2359 31

Brokerage and commissmn expenses 316 329 645 685

Occupancy expenses 231 251 482 393 23

Non-salary technology expenses 158 125 28 263 263
Other operating expenses 474 359 32 833 837

Total operating expenses 2771 2573 5344 4537 18

Operating profIt before income tax 762 532 43 1294 989 21

Incometax expense 165 36 201 15
Profit from ordinary actiaties after income tax 597 496 20 1080 974 12

Profit attributable to minority interests 26 17 53 43 103 54
Profit attributable to ordinary equity holders

of Macquarie Group Umited 571 479 19 1050 871 21

Key metrics

Expense to income ratio 78.4 82.9 80.5 82.1

Compensation ratio 40.9 45.2 42.9 40.7

Basic earnings per
share cents per share 169.5 150.2 320.2 309.6

Diluted earnings per share cents per share 167.6 1496 317.4 308.6

Dividends per share cents per share 100.0 86.0 186.0 185.0

Dtadend payout ratio 60.8 60.0 60.4 60.2

Anriualised return on equity 10.3 9.6 10.0 9.9

indicates that the percentage change in the balance was not meaningful including instances where the percentage

increase was greater than 300% or where the result was gain
in one period but loss in another or vice versa

Consolidated net profit after income tax attributable to ordinary equity holders for the year ended 31 March

2010 was $A1 050 million 21% increase from $A871 million in the prior year During the
year Macquarie

acquired Tristone Capital August 2009 Fox Pitt Kelton Cochran Caronia WaIler November 2009
Blackrnont

Capital December 2009 and Delaware Investments January 2010

Earnings per share increased from $A3 10 in the prior year
to $A3.20 for the

year
ended 31 March 2010

The final declared dMdend of $A1 .00 per share unfranked brings the total dMdends for the year ended

31 March 2010 to $A1 .86 per share up from $A1 .85
per

share in the prior year and resulted in full year

dividend payout ratio of 60%

In May 2009 Macquarie undertook $A540 million capital raising via an institutional private placement and

in June 2009 completed $A669 million share purchase plan These capital initiatives combined with the

increase in profit attributable to ordinary equity holders resulted in return on equity for the year ended

31 March 2010 of 10.0% up from 9.9% for the prior year

Total operating income for the year ended 31 March 2010 was $A6638 million 20% increase on the prior

years operating income of $A5526 million The main drivers of this change were

increased operating income from the cash equities business in Macquarie Securities and Fixed Income

Currencies and Commodities refer Section 3.2 and 3.5 respectively

an overall reduction in the level of write-downs impairment charges arid net equity accounted

losses net expense of $A854 million down from net expense of $A2044 million in the prior year

refer Section 2.6

negative fair value adjustment on fixed rate issued debt net expense of $A255 million compared to net

income of $A1 79 million in the prior year

gains from liability management Macquarie Income Preferred Securities $A1 27 million and

subordinated debt $A55 million

gains from listed fund initiatives totalling $A539 million

Total operating expenses for the year ended 31 March 2010 were $A5344 million an increase of 18%

from $A4537 million in the prior year The increase was largely driven by 15% increase in headcount

mainly from acquisitions during the year combned with an increase in performance related profit share

The compensation ratio increased from 40.7% in the prior year to 42.9% for the year to 31 March 2010

The effective tax rate for the year ended 31 March 2010 was 16% up from 2% for the year ended 31 March

2009

Refer Section for detailed discussion of the drivers of the 2010 result and movements on the prior year
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2.0 Income statement analysis

2.1 Net interest income

Half year to Full year to

Mar 10 Sep09 Movement MariO Mar09 Movement

SAm SAm SAm $Nr

Interest revenue 2436 2155 13 4591 6420 28
Interestexpense 1781 1730 3511 5482 3ff

Net interest income as reported 655 425 54 1080 938 15

Adiustmerit for accounting for swaps2 72 45 60 117

Net interest income adjusted 583 380 53 963 929

indicates that the percentage change in the balance was not meaningful including instances where the percentage

increase was greater than 300% or where the result was gain in one period but loss in another or nice versa

Australian Accounting Standards require derivatives hedging interest rate nsk especially swaps to be carried at fair value

through trading income unless they form part of quahfffng hedge relationship This distorts the analysis of net interest

income and trading income To assist in the analysis of net interest margins the impact of accounting for swaps used to

economicasy hedge interest rate nSk that is included in trading income icr statutory purposes has been adjusted against

net interest income above

Adjusted net interest income was $A963 million for the year ended 31 March 2010 up 4% from $A929

million in the prior year The impact on net interest income from the growth of the higher yielding lending

portfolio in the Corporate and Asset Finance dMsion has been partially offset by reduction in volumes in

the Australian mortgage portfolio combined with the sale of the margin lending portfolio in January 2009

The table below provides further details of adjusted net interest income

Analysis of net interest margins

2.0 Income statement analysis

continued

Other lencing areas

Net interest income from other lending areas has increased 10% from $A621 million in the year to 31 March

2009 to $A680 million in the year to 31 March 2010 Average margins increased from 268 basis points in

the prior year to 294 basis points in the year to 31 March 2010 The increase in average margins can be

largely attributed to an increase in higher yielding Corporate and Asset Finance loans Average other lending

volumes for the 12 months to 31 March 2010 are broadly in line with the prior year Although there was an

87% increase in the Corporate and Asset Finance loan and finance lease portfolios to $A1 2.9 billion at

31 March 2010 from $A6.9 billion at 31 March 2009 this has been offset by decreases in other
lending

areas in particular the sale of the margin lending business in January 2009

Other net Interest Income

Other net interest income includes eamings on capital offset by costs associated with excess liquidity

arid the funding cost of non-interest bearing assets The decrease in other net interest income from

$A1 31 million in the prior year to $A1 00 million in the year to 31 March 2010 was mainly driven by

decreased earnings on capital resulting from lower interest rates in the year to 31 March 2010 compared

to the prior year combined with the cost of holding excess liquidity which carries negative spread The

negative spread was result of the rate at which debt was issued being higher than yields generated by

the cash and liquid securities in which the funds are invested The higher cost of funding includes the cost

of the Government Guarantee on certain issued debt and deposits

FullyeartoMarlo FullyeartoMaro9

Average Average Average Average

Interest volume spread Interest volume spread

SAm SAm SAm $Am

22399 0.82% 177 27240 0.65%

680 23113 2.94% 621 23180 2.68%

Net interest income from mortgage assets of $A1 83 million was up 3% from $A1 77 million in the prior year

Average margins increased from 65 basis points in the prior year to 82 basis points in the 12 months to

31 March 2010 The impact of increased margins was partially offset by reduction in average mortgage

volumes which decreased 18% from $A27.2 billion at 31 March 2009 to $A22.4 billion at 31 March 2010

The main driver of the decrease in average volumes has been 22% reduction in the size of the Australian

mortgage portfolio from $A1 8.3 billion at 31 March 2009 to $A1 4.3 billion at 31 March 2010 as result of

the decision in March 2008 to wind back the Australian residential origination business

Origination volumes and margins on the Canadian mortgage loan portfolio have improved significantly over

the prior year due to increased market share Canadian mortgage originations increased 103% during the

year
ended 31 March 2010 compared to the prior year The business continues to participate in the

Canadian government sponsored Mortgage securitisation programme

Mortgages 183

Other lending areas

Total net interest margin from interest

bearing assets 863 45512 1.90% 798 50420 1.58%

Other net interest income 100 131

Total net interest income 963 929
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2.0 Income statement analysis

continued

2.2 Fee and commission income

Half year to Full year to

Mar 10 Sep 09 Movement Mar 10 Mar09 Movement

$Am SAm SAm SAm

Base fees 484 442 10 926 921

Performance fees 52 00 57 234 76

Mergers and acquisitions advisory and

underwriting fees 489 596 18 1.085 1229 12

Brokerage and commissions 531 546 1077 1037

Other fee and commission income 299 233 28 532 569

Income from life investment contracts and

other unit holder investment assets 31 13 138 44 55

Total fee and commission income 1.839 1882 3.721 4045

Total fee and commission income of $A3721 million for the year ended 31 March 2010 decreased 8%

from $A4045 million in the prior year largely due to 76% decrease in performance fee income from

$A234 million in the prior year to $A57 million for the year
ended 31 March 2010 combined with 12%

decrease in mergers and acquisitions advisory and underwriting fees from $1229 million in the prior year

to $1085 million for the year ended 31 March 2010

Base and performance fees

Base fees which are generally driven by Assets under Management were $A926 million for the year ended

31 March 2010 slightly up on the prior year despite significant increase in Assets under Management

from $A243 billion at 31 March 2009 to $A326 billion at 31 March 2010 The increase in Assets under

Management did not result in corresponding increase in base fees as the majority of the increase occurred

in January 2010 with the acquisition of Delaware Investments which contributed $A1 51 billion of Assets

under Management at 31 March 2010 partially offset by decrease due to the termination 01 the

management agreements between Macquajie Capital and some of its managed funds including Macquatie

Airports October 2009 and Macquarte Infrastructure Group ebwary 2010 Refer Section 7.1 for further

discussion on the movements in Assets under Management over the year

Performance fees of $A57 million for the year ended 31 March 2010 decreased 76% from $A234 million

in the prior year The result for the year included $A34 million of performance fees from the sale of the

Kukdong building by Macquarie Central Office CR-REIT while the prior year included significant

performance fee on the termination of the advisory agreement with Bristol Airports Bermuda Limited

formerly Macquane Airports Group Umite

The table overleaf summazises base and performance fees by operating group and by listed funds unlisted

funds and managed assets Refer Section for discussion of base and performance fees by operating

group

38 51 25 89 140 3ff

173 184 357 366

13 17 18

220 243 463 524 12

25 84 29 23 26

50

100

25 80 30 26 15

162 72 125 234 142 66

97 102 199 229 113

484 442 10 926 921Total base fee income

Performance fees

Macquane Capital

Listed funds 29 1C0
Unlisted funds 100 132 9ff

Managed assets ICC 57 91
Total Macquane Capital 12 100 12 218 94

Real Estate BankIng

Listed funds 34 100 34

Unlisted funds 100

Managed assets 100

Total Real Estate Banking 35 100 35

Macqueue Funds 10 14

Total performance fee income 52 00 57 234 76

Mergers and acquisitions advisory and underwriting fees

Mergers and acquisitions advisory and underwriting fees of $A1 085 million decreased 12% from

$A1 229 million in the prior year largely due to reduction in the total value of transactions in which

Macquarie Capital participated during the year Whilst deal activity was up 448 deals in the 12 months to

31 March 2010 from 299 deals in the prior year the total value of deals transacted was significantly lower

approximately $A1 21 billion in the 12 months to 31 March 2010 from approsimately $A203 billion in the

prior year resulting in lower fee income compared to the prior year Overall equity capital markets activity

was strong and significant transactions during the year included the Myer IPO Victorian Desalination Project

and Rio Tintos renounceable rights issue Refer Section 3.3 for further information

Half
year to Full year to

Mar10 Sep 09 Moveunert Mar 10 Mar09 Moveneni

SAm lAm SAm Ski Id

Base fees

Macquarle Capital

Listed funds

Unlisted funds

Managed assets

Total Macquane Capital

Real Estate Banking

Listed funds

Unlisted funds

Managed assets

Total Real Estate Banking

Maoquane Funds

indicates that the percentage change in the balance was not meaningful including instances where the percentage

increase was greater than 300% or where the result was gain in one period but loss in another or cice versa
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2.0 Income statement analysis

continued

Brokerage and commission

Brokerage and commission income of $A1 077 million for the year ended 31 March 2010 increased 4%
from $A1 037 million in the prior year as result of an increase in trading volumes from the Americas and

Europe cash equities greenhield businesses partially offset by decrease in Australia due to higher

proportion of lower margin electronic execution

Other fee and commission income

Other fee and commission income which includes platform and other administration fee income of

$A532 million for the year ended 31 March 2010 decreased 7% from $A569 million in the prior year

largely due to one-off income in Macquatie Capital that was not repeated in the year to 31 March 2010

Platform and other administration fee income of $A1 35 million was broadly in line with the prior year due

to average Wrap Funds under Administration in Banking and Financial Services only increasing 3% over

the year

Income from life investment contracts and other unit holder investment assets

Income from life investment contracts and other unit holder investment assets of $A44 million decreased

20% from $A55 million in the prior year largely as result of reduced income from True Index funds1 within

Macquarie Funds Group predominantly in the six months to 30 September 2009

2.3 Trading income

The Composition of trading income Set out below excludes interest revenue and expense brokerage and

commission revenue and expense and operating costs of trading actMties Refer Sections 3.2 Macquarie

Securities and 3.5 Fixed Income Currencies and Commodities for further discussion of Macqueries trading

activities

Half yearto Fullyearto

Mar 10 Sep09 Movement Mar 10 Mw 09 Movement

SAm $Am SAm $kn

Net trading income as reported 666 633 1299 1157 12

AdIuStmentforaccountirigforswaps 72 45 60 117

Net trading income adiustedl 738 678 1416 1.166 21

indicates that the percentage change in the balance was rut meaningful including instances where the percentage

increase was greater than 300% or where the result was gain in one penod but loss in another or sloe versa

Australian Accounting Standards require denvatives hedging interest rate nsk especially swaps to be carried at fair value

through trading income unless they form pert of quallyng hedge relationship This distorts the analysis of net interest

income and trading income in each operating group To asalst in the analysis of net interest margins the impact of

accounting for swaps used to economically hedge interest rate risk that is included in trading income for
statutory

purposes has been adiusted against interest rate products above

year Full year to

Sep09 Movement Mar10 Mar09 Movement

SAm $Am SAm

Equises 183 407 55 590 144

Commodities 312 353 12 665 583

Forregn exchange products 37 108 66 145 10

Interest rate products 206 190 16 95
Nettradingincorneadiustedl 738 678 1.416 1.166

indicates that the
percentage change in the balance not

including where the percentage

than 300%

Total adjusted net trading income of $A1 416 million for the year ended 31 March 2010 increased 21%
from $A1 66 million in the prior year The main driver of this increase was significant growth in equities

trading income offset by negative fair value adjustments on fixed rate issued debt of $A255 million on

our trading income from interest rate products in the 12 months to 31 March 2010 $A252 million

2H $A3 million

Equities

Macquarie True Index delrvers clients pre-tax returns before buy/sail spreads on transactionsi My under-performance is

compensated by Macquarie and conversely any out performance is retained by Maoquane

Trading income from equity products of $A590 million for the year to 31 March 2010 increased
significantly

from $A1 44 million in the prior year The increase is due to improved trading conditions across all regions

particularly in the first halt of the year The prior year result was impacted by number of mark to-market

losses on equity investments canied at fair value through profit or loss including $A1 01 million loss in

relation to US listed investment

Revenues from derivative products were up on the prior year due to improved trading conditions and an

increase in volumes primarily in Asia Arbitrage Trading activities have continued to contribute strongly to

trading profits as result of favourable markets in exchange traded instruments particularly in Taiwan India

and Korea Structured Equity Finance revenues were down on the prior year as result of lower volumes

10



Macauace Groca Lrrotod Manaoernent O.ocuoson and MaNws macwane corn an

2.0 Income statement analysis

continued

Commodities

Commodity products income of $A665 million for the year to 31 March 2010 increased 14% from

$A583 million in the prior year The increase in commodities trading income locluding metals energy and

agricultural products was driven by improved market conditions and strong contribution from the energy

businesses predominately due to the strong performance of the US and UKs energy operations growth of

the global coal business arid increased volumes During the year energy markets experienced generally low

volatility together with mixed market liquidity however more recently market conditions have shown signs of

improvement Freight markets improved from the extreme lows experienced in the prior year The Metals

and Energy Capital dMsion was strong contributor with all major metals prices recovering over the past

12 months particularly gold

Foreign exchange products

significant reduction in both volatility and tumover in global foreign exchange markets dunng the year

impacted all FX market participants The strong Australian dollar placed additional downward pressure on

foreign exchange revenues resulting in decreased contribution by Fixed Income Currencies and

Commodities Foreign Exchange Division Despite this trading income from foreign exchange products were

up 10% from $A1 32 million in the prior year to $A1 45 million for the
year

ended 31 March 2010 Included in

the prior year is the negative impact of foreign exchange movements on impalmient provisions

Interest rate products

Trading income from interest rate pmducts was $A1 million for the year ended 31 March 2010

decrease of 95% from $A307 million in the prior year The key driver of the change from the prior year is

net $A255 million expense in the year to 31 March 2010 1H $A252 million 2H $A3 million relating to the

falr value adjustment on fixed rate issued debt whereas in the prior year
net $A1 79 million gain was

recognised

Excluding the falr value adjustment on fixed rate issued debt income from interest rate products was

$A271 million up from $A1 28 million in the prior year The Credit Trading division and the Emerging Markets

division made substantial contributions during the year to 31 March 2010 Credit Trading revenues were

driven by selective expansion into underlying high yield and distressed corporate and debt securities the

extension into client sales and trading and the rally in credit markets which mirrored equity markets

Emerging Markets dMsion revenues were underpinned by increased client activity and continued

broadening of their products and services Improving Australian debt market conditions supported increased

debt market activity and provided opportunities for the Debt Markets Division

2.4 Share of net profits/losses of associates and joint ventures

Half year to Full year to

Mar 10 Sep 09 Moverneit Mar 10 Mar09 Movwnentm

Mm $Arn SAm $M

Share of net profits/f ossesi of associates

and joint ventures accounted for using the

equity method 33 1197 230 74

indicates that the percentage change in the balance was not meaningful including instances where the percentage

increase was greater than 300% or where the result was gain in one period but loss in another or ece versa

Share of net equity accounted losses of associates and joint ventures of $A230 million for the
year

ended

31 March 2010 compares to equity accounted gains of $A74 million in the prior year The net loss for the

year comprises equity accounted galns of $A208 million offset by equity accounted losses of $A438 million

The net loss for the
year was driven by deterioration of the underlying results of investments due to the

significant market disruption experienced over the past year and includes $A82 million relating to the equity

accounting impact of fees to terminate management agreements with Macquarie Afrports Macquarie Media

Group and Macquane Infrastructure Group combined with equity accounted losses predominately from

investments in other Macquarie-managed funds

11 12
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2.0 Income statement analysis

continued

2.5 Other operating income and charges

Half year to Full year to

Mar 10 Sep 09 Morement Mar 10 Mar09 Movenent

SAm SAm SAm SAm

Net gains on sale of investment secunties

available for sale 61 35 74 96 143 33
Net gains on sale of associates including

associates held for sale and joint ventures 49 50 81 38
Gain on acquiring disposing sod change in

ownership interest in subsidiaries and

businesses held for sale 133 260 49 393 323 22

lmpawrnent charge on investment secunties

available for sate 69 84 77 306 75

Impairment charge on investments in

associates kicluding associates held for sdle

and joint ventures 359 357 714 50
Impairment charge on disposal groups

held

for sale 192 100
Impairment charge on non-financial assets 43 36 75 52
Sale of management rights 83 345 74 428

Gain on repurchase of subordinated debt 55 1C 55

Net operating lease income 62 76 18 138 183 25
Net income from disposal groups

held for sale 91

Diidends/distnbutlons received/recervable

from investment securities available for sale 21 95 22 49 55
Collecfive allowance for credit losses written

back/provided for during the period 90

Specific prootaons 84 134 37 218 411 47
Other income 149 123 21 272 230 18

Total other operating income and charges 406 362 12 768 688

inolcates that the percentage change in the balance was not meaningful including instances where the
percentage

increase was greater than 300% or where the result was gain in one period but loss in another or vice versa

Other operating income and charges was net glen of $A768 million for the year ended 31 March 2010

compared to net loss of $A688 million in the prior year Improving market conditions resulted in

significant decrease in impairment charges in the year ended 31 March 2010 compared to the prior year

In addition the
year

to 31 March 2010 included income of $A428 million from the sale of management rights

Refer Section 2.6 for further detail on impairment charges including specific loan provisions and collective

allowance for credit losses

Net gains on sale of equity investments Oncluding available for sale associates and joint venture

investments totalled $A1 46 million for the year ended 31 March 2010 down 35% from $A224 million in the

prior year Significant gains recognised during the year were from the sale of investments in Moto hospitality

Miclyn Express Puget Energy and RP Data The prior year included income from the sale of the residual

holdings in Boart Longyear Limited and Dyno Nobel and the sale of Red Bee Media

The gain on acquiflng disposing and change in ownership interest in subsidiaries and businesses held

for sale of $A393 million for the year ended 31 March 2010 increased 22% from $A323 million in the prior

year The result for the year to 31 March 2010 includes gain of SAl 27 million from the financing of

157.5 million of Macquane Income Preferred Securities income from the sale of Macquarie

Communications Infrastructure Management Limited and income from the sale of the majority of the

Australian real estate funds management platform to Charter Hall Group

The gain on sale of management rights of $A428 million related to Macquarie Jrports $A345 million

Macquane Infrastructure Group $A42 million and Macquarie Media Group $A41 million

During the year gain of $A55 million was generated on the repurchase of subordinated debt

Net operating lease income of $A1 38 million for the year ended 31 March 2010 decreased 25% from

$A1 83 million in the prior year mainly due to 35% reduction in the portfolio of operating lease assets from

SAl .999 million at 31 March 2009 to SAl 295 million at 31 March 2010

Other income of $A272 million for the year ended 31 March 2010 increased 18% from $A230 million in the

prior year due to income from increased sub leasing activity

13 14
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2.0 Income statement analysis

continued

2.6 Impairment charges net equity accounted gain/losses and provisions

Reconciliation to the statutory income statement

The table below shows the various income statement categories in which impairment charges equity

accounted gains/losses and provisions are recognised for the year to 31 March 2010

Full year to

MariO Mar09

SAm $Am

Impairment charge on investment secunties available for sale 77 306

Impairment charge on investments in associates including associates held for sale and joint

ventures 351 714

Impairment charge on disposal groups held for sale 192

Impairment charge on non financial assets 36 75

Collectoe allowance for credit losses wntten bacwprovided for dunng the penod 90

Specific provisions 218 41

Share of net gains/f osses of associates and joint ventures accounted for using the equity

method 1481 74

Net tracfirrg losses0 20 330

Total imparment charges provisions and net equity accounted gainsllosses 854 2044

Excludes equity accounted losses of $A82 million relating to Macquanie Airports Macqueue Infrastructure Group and

Macqueue Media Group ansing
from the sale of management nghts Refer Sections 2.4 and 3.3 for further detail

Selected tems riducitng CLO/000 expoa.res inckided above are canted in the trairig portfoo at far valie Reatsed arid

crwaieed gains and losses aiaing from changes in the fair value of the trading portfolio are recognised as trading income

or expense in the income statement in the penod in which they aise

Details of impairment charges and provisions

Macquane

Secuflties

5Am

Macquane

Capital

SAm

Full year ended 31 March 2010

Impairments and equity accounted gains/losses of funds management assets

and other co-Investments

Listed Macquane-managed funds

Real estate equity investments

US portfolios of asset backed secunties held as available for sale 62
Resources equity investments

Other equity co Investments 454
Total 494

Loan impairment provisions

Real estate loans

Resources loans

Corporate and Assets Finance leasing and lending

Banlong and Financial Seances business banking

Other loans 11

Total 11

Impairments recognised on trading asset positIons

CLO/CDO exposures held in trading portfolio

Total impairment charges and provisions 505

15 16
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2.0 Income statement analysis

continued

Macquarie

Funds

$Am

Axed Income

Currencies

Commoddies

Mm

Corporate

Asset

Finance

Mm

Real Estate

Banking

SAm

Banking

Financial

Services

Mm
Corporate

Mm
Total

Mm

13 17
143 146

62

11 35 390

121 11 618

24 24

53 53

87 81

16 16

29 36

53 87 24 45 216

20 20

65 86 145 51 854

2.7 Operating expenses

Half year to Full year to

Mar 10 Sep 09 Monement Mar 10 Mar09 Movement

Mm $Am Mm SAm

Employment expenses

Compensation expenses

Salary commissions superannuation and 1262 1333 2.595 2098 24

performance related profit share

Share based payments 166 58 156 224 128 75

Proviaon for annual leave 11 10 10 21 19 11

Provision for long service leave 300

Total compensation expenses 1446 1402 2848 2247 27

Other employment expenses including on

coats staff procurement and staff traning 146 107 36 253 112 126

Totsiemploymentexpenses 1.592 1509 3.101 2359 31

Brokerage and commission expenses 316 329 645 685
Occupancy expenses 231 251 482 393 23

Non-salary technology expenses 158 125 26 283 263
Professional fees 159 128 24 287 325 12
Travel and entertainment 92 68 35 160 204 22
Advertising and communication 57 42 36 99 92
Other

expenses 166 121 37 287 216 33

Total operating expenses 2.771 2573 5.344 4537 18

indicates that the
percentage change in the balance was not meaningful including instances where the percentage

increase was greater than 300% or where the resut was gain in one penod but loss ri another or nice versa

17 18
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2.0 Income statement analysis

continued

Total operating expenses of $A5344 mill%on for the year ended 31 March 2010 increased 18% from

$A4537 million in the prior year predominately due to an increase in employment expenses

Employment expenses of $A31 01 million for the year ended 31 March 2010 increased 31 from

$A2359 million in the prior year
due to

15% increase in headcount from 12716 at 31 March 2009 to 14657 at 31 March 2010 mainly due to

acquisitions of businesses during the year

increased performance-related profit share expense due to an increase in profits

an increase in share based payments expense of $A96 million mainly due to equity awards allocated

under the Macquarie Group Employee Retained Equity Plan

an increase in other employment expenses of $A1 41 million due to increased staff procurement costs

as result of increased recruitment activity during the year

Brokerage and commission expense of $A645 million decreased 6% from $A685 million in the prior year

and consists of an increase in brokerage expense of $A35 million offset by decrease in other fee and

commission expense of $A75 million The increase in brokerage expense was driven by the growth in

volumes over the year
for the Credit Trading and Emerging Markets businesses within Fixed Income

Currencies and Commodities The decrease in other fee and commission expense was due to one-off

transaction expense in Macquarie Capital in the prior year

Occupancy expense of $A482 million for the year ended 31 March 2010 increased 23% from $A393 million

in the prior year mainly due to increased floor space in Sydney New York and London

Other expenses of $A287 million for the year ended 31 March 2010 increased 33% from $A21 million in

the prior year largely due to integration expenses relating to various businesses acquired during the year

including Blackmont Capital Delaware Investments Tristone Capital and Fox-Pitt Kelton Cochran Caronia

Wailer

2.8 Headcount

Asat Movement

Sap 09 Mar09

MariO Sep09 Mar09

Headcount by group

1.512 1540 11
Macquarie

2148 2403 2617 11 18MacquarieCapitai

1094 561 583 95 88MacquaneFurids

Fixed Currencies arid Commodities 884 796 680 11 30

685 574 539 19 27
Corporate and Asset Finance

105 118 136 11 23
Banking

and Financial Services 3.268 2628 2598 24 25
Banking

Total headcount operating groups 9857

4800

8592

4166

8.693

4023

15

75

13

19
corporate

15 15
Total headcount 14657 12758

Headcount by region

7296 7026 7243

International

2197 1931 58 80Arnencas

2410 2183 2207 10
Asia

1473 1352 1335 10EuropeAfricaandMiddleEast

28 34
Total headcount International 7361 5732 5473

15 15
Total headcount 14657

50

12758

45 43International headcourit raSo

Total headcount of 14657 at 31 March 2010 increased 15% from 12716 at 31 March 2009 The

increase was mainly offshore and was driven by acquisitions during the year including Delaware

Investments 521 staff Blsckmont Capital 410 staf and Fox-Pitt Kelton Cochran Caronia Wailer

267 staff The increase in Australian headcount at 31 March 2010 was due to organic growth partially

offset by reduction of approximately 150 staff as part
of the sale of the mority of the Australian real

estate management platform to Charter Hall Group

19 20
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2.9 Income tax expense

Full year to

Mar10 Mar09

$Ani $Am

989

2044

3.033

Net profit before tax
.294

Add back write-downs and impairment charges 854

Net profit before impairment and tax 2148

Primafaoetax@30% 644 910

Income tax permanent differences 188 282
Income tax expense before impact of write-downs and impairment charges 456 628

Implied effective tax rate 22% 21%

Prima fade tax of write-downs and impairment charges @30% 256 613
Income tax expense 201 15

Actual effective tax rate 16% 2%

The effective tax rate ai cabulated on net profit before tax and after minority interests Minority interests reduce net profit

before tax by $A43 million and SAl 03 million for the year ended 31 March 2010 and 31 March 2009 respectively

The effective tax rate for the
year

ended 31 March 2010 was 16% up from 2% in the prior year The

increase was Iaie1y due to lower level of write-downs and impairment charges in the year to 31 March

2010 compared to the prior year

The effective tax rate before the impact of write-downs and impairment charges is relatively stable

compared to the prior year

3.1 Basis of preparation

For internal reporting and risk management purposes Macquarie is divided into five operating groups and

two dMsions generally referred to as the groups

Operating groups

Macquarie Capital

Fixed Income Currencies and Commodities formerfy Treasury and Commodities

Macquarie Securities

Banking and Financial Services

Macquarie Funds

DMsions

Corporate and Asset Finance

Real Estate Banking

In addition there is Corporate segment which includes Group Treasury head office and central support

functions Costs within Corporate include unallocated head office costs employment related costs earnings

on capital non trading derivative
volatility income tax expense and expenses attributable to minority

interests The Corporate segment also includes the impact of changes in credit spread on fixed rate issued

debt that are classified as fair value through the profit or loss statement

AASB Operating Segments requires the management approach to disclosing information about

Macqueries reportable segments The financial information is reported on the same basai as used internally

by senior management for evaluating operating segment performance and for deciding how to allocate

resources to operating segments Such information is produced using different measures to that used in

preparing the income statement

Operating Group restructures

Since 31 March 2009 there have been no restructures of
operating groups

Treasury and Commodities was renamed Fixed Income Currencies and Commodities during the
year to

more accurately reflect the services provided by the operating group since the relocation of Group Treasury
to Corporate in October 2007

21 22
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3.0 Segment analysis

continued

Internal transactions

My transactions or transfers between segments are determined on an arms length basis and are included

within the relevant categories of income These transactions eliminate on aggregation/consolidation Below

is selection of the key policies

Internal fundng arrangements

Group Treasury has the responsibility for maintaining the funding for the Group and operating groups obtain

their funding from Group Treasury The interest rates charged by Group Treasury are determined by the

types of assets being funded and the term of the funding arid are fully costed

Operating Groups may only source funding directly from external sources generally when there is recourse

only to the assets being funded and not to tIle Group

Transactions between Operating Groups

Operating Groups that enter into arrangements with other operating groups must do so on commercial

terms There is requirement for accounting symmetry in such transactions I.e profit in one operating

group must be offset with an equal and opposite loss in the other operating group

Service areas recover their costs to operating groups on either time and effort allocation basis or fee for

service basis

lntemal management venuchergee

Internal management revenue/charges are primarily used to recognise an operating groups contribution to

income tax expenses and benefits Non-assessable income generated by art operating group results in

benefit added to that groups operating result Conversely non-deductible expense results in charge to

the operating result These management charges are offset by an equal and opposite amount recognised in

the Corporate segment such that on aggregation the total nets to nil

Presentation of segment income statements

The income statements in the following pages for each of the reported segments are in some cases

summarised by grouping non material balances together Where appropriate all material or key balances

have been reported separately to provide users with the most relevant information

Segment income statements

Macquane

Securities

$Ani

Macquarie

Capital

SAm

Full year ended 31 March 2010

Net interest income/expense 46 258
Fee and commission income 977 1411

Trading income 525 60

Share of net profits/Qossea of associates and 1oint ventures

accounted for using the equity method 218
Other operatinO income and charges 581

Internal revenue 22 110

Total operating income i480 1689

Total operating expenses O0 1019
Profit before tax 580 670

Tax expense

Profit attributable to minority interests 13
Net profit/foss contribution 580 657

Full year ended 31 March 2009

Net interest income/expense 13 iseii

Fee and commission income 844 2078

Trading income 362 239

Share of net profts/losses
of associates arid joint ventures

accounted for ualng the equity method 10

Other operatng income and charges 196

Internal revenue 121 266

Total operatng income 1344 1528

Total operating expenses 1069 1.240

Profit before tax 275 288

Tax expense

Profit attributable to minonty interests 31
Net profit/foss contribution 275 257
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3.0 Segment analysis

continued

Fixed Income Banking

Macquarie Currencies Corporate and Real Estate Financial

Funds Commodities Asset Finance Banking Services Corporate Total

SAm SAm SAm SAm SAm SAm SAm

45 107 361 22 551 339 1080

337 203 69 727 3721

19 1.042 41 383 1299

10 11 31 230
12 37 20 97 41 256 768

80 27 13 11 241
427 1.480 456 100 1.251 45 6638

333 653 190 52 984 1213 5344
94 827 266 152 267 1258 1294

201 201

23 43
95 827 264 152 261 1482 1050

65 34 129 425 657 938

285 166 14 49 697 88 4045

10 893 38 204 1157

12 69 74

191 61 360 250 182 688
66 17 12 22 430

337 1037 211 268 805 532 5526

292 529 143 94 898 272 4537
45 508 68 362 93 260 989

15

65

15

103
45 509 66 362 99 180 871

Segment income statements

Macquane Macquane
Securities Capital

SAm Mm
Half year ended 31 March 2010

Net interest iricome/expense 21 130
Fee and commission income 475 634

Trading income 234

Share of net prottts/osses of associates and joint ventures

accounted for using the equity method
34

Other operating income and charges 371

Internal revenue
11 46

Total operating income
698

Total operating expenses 437
Profit before tax 261

549

341

Tax expense

Profit attributable to minority interests 15
Net proflt/Ioss contribution 261 326

Half
year ended 30 September 2009

Net interest income/expense 25 125
Fee and commissssn income 502 777

Trading income
291 57

Share of net profts/Qosses of associates and Joint ventures

accounted for using the equity method 184
Other operating income and charges 210

Intemal revenue 11 64

Total operating income
782 799

Total operating eapemises 463 470
Profit beforetax 319 329

Tax expense

Profit attributable to minority interests

Net
proflt/loss contribution 319 331
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3.0 Segment analysis

continued

Macquane

Funds

SAm

Fixed Income

Currencies

Commodities

SAm

Corporate and

Asset Finance

5Am

Real Estate

Banking

SAm

Banking

Financial

Sereices

SAm
Corporate

Mn
Total

SAm

18 61 218 14 297 226 655

228 135 367 1.839

528 108 666

10 33
51 45 12 40 406

52 13 127

263 835 234 72 663 22 3533

206 376 96 24 536 547 2771

57 459 138 96 127 525 762

165 165

26
57 459 137 96 124 697 571

27 46 143 254 113 425

109 68 63 360 1882

16 514 32 275 633

21 197
14 26 52 29 216 362

28 14 114
164 645 222 28 588 67 3105

127 277 94 28 448 666 2573
37 368 128 56 140 733

36

532

36

16 17

38 368 127 56 137 785 479

3.2 Macquajie SeCurities

Half year to Full year to

Mar 10 Sep09 Moremenlc Mar 10 Mar09 Movement

SAm SAm Mm SAm

Net trading income including net interest

incomem 213 266 20 479 375 28

Fee and commission Income

Brokerage arid commisixons 340 374 t9 714 688

Other fee and commission income 135 128 263 156 69

Total fee and commission income 475 502 977 844 16

Share of net profits of associates and joint

ventures accounted for using the equity

method 33
Other operating income and charges 100
Intemalrevenue 11 11 22 121 82
Total

operating
income 698 782 11 1400 1344 10

Operating expenses

Employment expenses 150 128 17 278 339 18
Brokerage and commission expenses 78 140 44 218 256 15
Other operating expenses 209 195 404 474 15
Total

operating expenses 437 463 900 1069
Net proft/loss coritnbution 261 319 18 580 275 111

Non-GAAP metnca

l-Ieadcount 1673 1512 1.873 1540

indicates that the percentage change in the balance was not meaningful including instances where the percentage

increase was greater than 300% or where the result was gain in one period but loss in another or ace versa

The relatrve contribution of net interest income and trading income to income from trading activities can vary from period

to period depending on the underlying trading strategies undertakon by Macquane and its cclinrits As Such to obtain

more complete view of Macquane Securities Groups trading actroities net interest income has been combined with

trading income above

There were no inpairrrients taken through trading income for the year ended 31 March 2010 31 March 2009

$A35 million

Macquarfe Securities net profit of $A580 million for the year ended 31 March 2010 increased 111% from

$A275 million in the prior year primarily due to improved conditions in number of markets especially in the

first half of the year and reduced cost base

Net trading income including net interest income

Net trading income ncluding net interest income of $A479 million for the
year

ended 31 March 2010

increased 28% from $A375 million in the prior year Derivatives revenues were up on the prior year due to

improved trading conditions primarily in Asia Arbitrage Trading activities have continued to contribute

strongly to trading profits as result of favourable markets in exchange traded instruments particularly in

Taiwan India and Korea Structured Equity Finance revenues were down significantly on the prior year as

result of lower volumes
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3.0 Segment analysis

continued

Brokerage and commiaaiona

Brokerage and commission income of $A71 million for the year ended 31 March 2010 increased 4% from

$A688 million in the prior year Brokerage and commission income predominantly includes transaction

related fees from cash equities services provided to institutional clients The increase is primarily the result of

continued growth of the American and European greenfield businesses together with the impact of the

recent Fox-Pitt Kelton Cochran Caronia WaIler and Tristone Capital Global Inc acquisitions in these regions

and growth in market share offset by stronger AUD

In Australia ASX market turnover increased 3% on the prior year and across Asia markets excluding

Japan total turnover increased 11% on the prior year Growth in market share was achieved in Australia

Hong Kong Japan Taiwan Korea Canada and South Africa Average commissions achieved continue to

be impacted by the increasing proportion of lower margin electronic trading

Other fea and commission income

Other fee and commission income of $A263 million for the year ended 31 March 2010 increased 69% from

$A1 56 million in the prior year Other fee and commission income consists primarily of equity capital markets

fees Capital raising activity was strong during the 12 months to March 2010 in Australia Asia and Canada
with notable transactions for the period including Rio Tintos $US1 5.2 billion renounceable rights issue

featuring Macquarie Securities as joint global co-ordinator underwriter and bookrunner

Operating expenses

Total operating expenses of $A900 million for the year ended 31 March 2010 decreased 16% from

sAl 069 million in the prior year benelitting from stronger AUD and reduction in average headcount

Employment expenses of $A278 million for the 12 months decreased 18% from $A339 million in the prior

year Despite overall headcount increasing towards the end of the financial
year as result of the

acquisitions of Tristone Capital Global Inc in August 2009 and Fox-Pitt Kelton Cochran Caronia Waller in

November 2009 average headcount was down on the prior year

Brokerage and commission expenses of $A21 million for the
year

ended 31 March 2010 decreased 15%
from $A256 million in the prior year The decrease in brokerage and commission expenses was driven

mainly by lower trading volumes and reduced brokerage rates during the year to 31 March 2010 Other

operating expenses of $A404 million for the year to 31 March 2010 decreased 15% from $A474 million in

the prior year The decrease was predominantly driven by lower average headcount and expense

rationalisation

3.3 Macquarie Capital

Net interest expense

Fee and commission income

Base fees

Performance fees

Mergers and acquisitions advisonj and

underwntng fees

Brokerage and commissions

Other fee and commission income

Totsi fee and commission income

Net trading income2

Share of net profits of associstes end joint

ventures accounted for using the equity

method

Half year to Full year to

Mar10 Sep09 4twnerrt Mar10 Mar09 Movement
$Anr SAm SAm SAm

130 125 255 381 3i

220 243 ff1 463 524 12
12 10ff 12 218 9l

469 se6 17 1035 1156 10
36 30 20 66 61

91 74 23 165 119

634 777 18 1411 2078 37
57 95 60 239

34 184 218 10

Other operating income and charges

Net gains on sale of equity investments 27 57 57 84 211 api

Impairment charge on equity investments 23 369 346 SQl

lmpalment charge on non-financial assets 17 29
Net

operating income from disposal groups

held for sale
94 1cr

San on acquiring disposing and change in

ownership interest in subsidisriea and

buanasses held for sale 126 131 257 70 287
Sale of management rights 83 345 78 428

Net operating lease income 28 38 27 66 70

Specific provisions and collective allowance for

credit losses 78 11 331 827

Otherincome 69 46 50 115 31

Total other operating income and charges 371 210 581 196
Internal revenue 46 64 28 110 256 57
Total operating income 890 799 11 1669 1528 11

Operating expenses

Employment expenses 279 1235 19 514 17
Brokerage and commission expenses 18 20 10 38 81
Other operating expenses 252 467 525 11
Total operating expenses 4701 17 1019 1240 18
Minonty interests3 15 13 31 57
Net

proflt/Qoss contribution 326 331 257 158

Non-GAAP metrics

Equity under management ISA billion 38.6 50.0 23 38.6 53.3 28
Assets under management $A billion 96.5 130.7 27 96.5 159.5 39
Headcount 2148 2403 11 2148 2617 18

incicates that the percentage change in the balance was not rreaningful induding instances where the percentage
increase was greater than 300% or where the result was gain in one but loss in another or vice versa

There were no impairments recognised in trading income for the year ended 31 March 201031 March 2009
SAl 76 million

The
minority interests categoiy adjusts reported consolidated profIt or loss for the share that is attributable to minority

interests such that the net profit or loss contnbution represents the net prott or loss attnbutable to ordinary equity

29 30



Macocane Orocin rnrted
na000ane coma

3.0 Segment analysis

continued

Macquane Capitals net profit of $A657 million for the
year

ended 31 March 2010 increased 156% from

$A257 million in the
prior year due to number of factors discussed in detail below

Net interest expense

Net interest expense of $A255 million for the
year ended 31 March 2010 was down 33% from $A381 million

in the prior year This reduction mainly reflects interest expense on borrowings for
principal investments

which decreased in line with lower intereSt rates during the year ended 31 March 2010 compared to the

prior year

Base fee income

Base fee income of $A483 million for the
year decreased 12% from $A524 million in the prior year Base fee

income is derived from the management of funds Base fees from listed funds recognised during the year

included Macquarie Infrastructure Group $A26 million and Macquarie Airports $A20 million

The decrease in base fees was due to lower Equity under Management resulting from the termination of the

Macquarie Airports Management Urnited management resources agreement with Macquarie Capital Group

Umited the disposal of the Macquarie Communications Infrastructure Group manager lower listed
security

prices and unfavourable movements in foreign exchange rates

Performance fee income

Performance fees of $A1 million for the year decreased 94% from $A21 million in the prior year Minimal

performance fees were generated for the year ended 31 March 2010 significant contributor to the prior

year was the performance fee on the termination of the Advisory Agreement with Bristol Airports Bermuda

Umited formerly Macquarie Airports Group Umited

Mergers and acquisitions advisory and underwriting income

Mergers and acquisitions advisory and underwriting income of $A1 035 million for the
year decreased 10%

from $A1 56 million in the prior year reflecting the difficult conditions in the Americas and Europe The

volume of deals in which Macquarie participated for the
year

ended 31 March 2010 448 deals valued at

approximately $A1 21 billion was higher compared to the prior year but lower in total value 299 deals valued

at approximately $A203 billion including two large deals valued at $A78 billion

Significant advisory deals completed for the year ended 31 March 2010 included

Sponsor adviser and debt and equity underwriter for the $A5.7 billion net present cost Victorian

Desalination Project

Joint global co-ordinator and joint underwriter for Rio Tintos global $US1 5.2 billion renounceable rights

issue

Leading all the major Australian IPOs including carsales.com Myer Kathmandu and Miclyn Express

Offshore

Adviser to Goodman Group on its recapitalisation including $A4.1 billion debt restructuring $A1 .3 billion

equity raising $A500 million hybrid securities issue to China Investment Corporation

Adviser to Macquarie Communications Infrastructure Group on the CPPIB take-over

Joint financial adviser lead manager underwriter for the $A8.9 billion recapitalisation and restructure of

Prima Infrastructure

Joint lead manager and underwriter to Mirvac Group on its $A1 .1 billion capital raising and joint

financial adviser on its acquisition of the $A81 million Mirvac BElT

Joint lead manager roles for the listing of numerous Chinese companies on the Stock Exchange of

Hong Kong including China Zhongwang 88MG Powerfong Real Estate Shenguan and China

Minsheng Banking

Adviser to PaperLinX on the sale 01 its $A760 million paper business to Nippon Paper Indusiries

Adviser to Eldorado Gold on its $C2.4 billion acquisition of Sino Gold Mining Umited

Adviser to TriStar Oil Gas on its $C2.7 billion strategic combination with Petrobank Energy

Resources

Adviser to Macquarie Infrastructure Group on the restructure into two separate listed entities

Adviser to Transpacific Industries Group on its $A801 million recapitalisation and $A2.26 billion debt

refinancing

Joint structuring adviser and joint lead manager for the $A2 billion PERLS hybrid issue by CBA

Adviser to Viterra on its $A1 .6 billion acquisition of ABB Graln and underwriter for its $A51 million

equity raising

Adviser and debt arranger to Uon Power Holdings for the $S2.35 billion refinancing of Senoko Powers

acquisition debt

Financial adviser to Cintra and Meridiarn Infrastructure on the $US2 billion North Tarrant Express

managed lanes project in Texas US

Co-financial advisor to Bouygues Construction and Meridiam Infrastructure arranging $US723 million of

debt on the Port of Miami Tunnel and Access Improvement Project in Miami US

Adviser to Bakwena Platinum Corridor Concessionaire on its ZAR3.5 billion toll road refinancing in

South Africa

Adviser to Inexus UK gas and electricity distribution business on the restructuring of its debt facilities

Adviser to Bord Gflis Eireann BGE leading Irish energy provider on the 500 million acquisition of

SWS Natural Resources one of the largest wind generators in lreland

Adviser to Younghwa Engineering on the sale of Younghwa Engineering to MBK Partners in Korea

Joint lead manager for ANZs $A2 billion CPS2 capital raising

Joint global coordinator and lead arranger on the $US1 .6 billion takeover and IDX-bstlng of BUMA
Indonesias second largest mining contractor

Adviser to Central Pattana Public Company leading developer and manager of retail and commercial

properties in Thailand on aTHB5.7 billion real estate investment

Adviser to Rio unto on the proposed Western Australian iron ore joint venture with BHP Billiton

Joint lead manager and underwriter for Oil Searchs $A895 million institutional placement

Co lead manager and underwnter for Uoyds Banking Groups 13.5 billion rights issue the largest ever

rights issue globally

Lead bookrunner on the $US99.2 million follow-on equity offering for Broadwind Energy The Company

provides products and services to the U.S wind energy industry

Joint bookrunner for the initial public offering of Joyou AG on the Frankfurt Stock Exchange

Joint lead manager adviser and underwriter on the $0190 million initial public offering of Leisureworid in

Canada

Other fee and commission income

Other fee and commission losses of $A1 65 million for the year ended 31 March 2010 compares with

$Al 19 million profit in the prior year The loss for the year ended 31 March 2010 was driven by an increase

in payments to Macquarie Securities Group on equity underwriting deals The prior year profit included

income from one-off transaction and the write back of provision
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Net trading income

The net trading income of $A60 million for the year ended 31 March 2010 compares with loss of

$A239 million in the prior year The year ended 31 March 2010 included realised profit of $A8 million in

relation to United States listed investment and unrealised profit on warrants and options of $A53 million

The loss in the prior year included mark to market losses in relation to United States listed investment

of $A1 01 million and mark-to-market losses on other listed investments carried at fair value through profit

or loss

Share of net profits of associates and joint ventures accounted for using the equity method

Net equity accounted losses of $A21 million for the year ended 31 March 2010 compares with

$A1 million net profit in the prior year
driven by deterioration of the underlying results of investments

due to the significant market disruption experienced over the past year Net
equity accounted losses of

$A87 million were booked for the year ended 31 March 2010 for listed associates This included combined

equity accounted loss of $A82 million from its investments in MAp Group Southern Cross Media Group and

Macquarie Infrastructure Group arising from the $A428 million of fees paid to Macquarie to terminate

management arrangements Equity accounted losses recognised in relation to unlisted associates of

$A225 million reflected the impairment of some investments held by unlisted associates during the year

This was offset by equity accounted profits in relation to unlisted associates of $A94 million

Net gains on sale of equity investments

Net gains on sale of equity investments of $A84 million for the
year

ended 31 March 2010 decreased 60%
from $A21 million in the prior year The net gain for the year ended 31 March 2010 included the sale of

investments in listed securities held as available for sale and the sale or partial sale of unlisted equity

investments Contributors to this income included the sale of Moto Hospitality Miclyn Express Puget

Energy and RP Data The prior year included income from the sale of the residual holdings in Boart Longyear

Umited and Dyno Nobel and the sale of Red Bee Media

Impairment charge on equity investments

Impairment charges on equity investments of $A346 million for the year ended 31 March 2010 decreased

50% from $A696 million in the prior year The charges relate to the writedown of equity investments of

$A327 million and the write-down of United States portfolio of asset-backed securities held as available for

sale of $A62 million offset by write-backs in relation to Macquarie Infrastructure Company $23 million and

Southern Cross Media Group $20 million

The prior year impairment charges related to the write down of holdings in listed securities of $A355 million

including Macquane Infrastructure Group Macquarie Infrastructure Company Macquarie Media Group and

DUET certain unlisted equity accounted investments $A286 million and the write-down of United States

portfolio of asset-backed securities held as available for sale $A55 million

Impairment charge on non financial assets

The impairment charge on non financial assets of $A1 million for the year ended 31 March 2010 was for

the impairment of intangibles relating to consolidated investment and impairment of management rights

There were no impairment charges on non-financial assets in the prior year

Gain on acquiring disposing and change in ownership interest in subsidiaries and businesses held for sale

The
gain on acquiring disposing and change in ownership interest in subsidiaries and businesses held for

sale of $A257 million for the year ended 31 March 2010 increased 267% from $A70 million in the prior year
The gain in the year to 31 March 2010 related to income from the sale of Macquarie Communications

Infrastructure Management Umited income in relation to the intemalisation of management of Macquarie
Leisure Trust Group income from the sale of the majority of the Australian real estate funds management

platform v1acquarie Countrywide Trust Macquarts Office Trust and three unlisted real estate funds to

Charter Hall Group and income from the sale of the Microstar assets The prior year included the sale of the

LortgsAew Oil and Gas assets

Sale of management rights

Fees to terminate management arrangements of $A428 million were recognised in the year ended 31 March

2010 $A345 million related to Macqueue Airports $A42 million related to Macquarie Infrastructure Group
and $A41 million related to Macquajie Media Group There were no gains on sale of management rights in

the prior year

Operating expenses

Total operating expenses for the year ended 31 March 2010 were $A1 019 million decrease of 18% from

$A1 240 million in the prior year

Employment expenses for the year ended 31 March 2010 were $A51 million decrease of 17% from

$A61 million in the prior year in line with the reduction in headcount Foreign exchange movements had

favourable impact on employment expenses as the Australian dollar strengthened against the currencies in

the majority of countries where Macquarie Capital operates

Brokerage and commission expenses of $A38 million for the year ended 31 March 2010 decreased 61

from $A97 million in the prior year primarily due to the effect of one off transaction expense in the prior

year

Other
operating expense of $A467 million for the year ended 31 March 2010 decreased 11% from

$A525 million in the prior year due to decrease in other direct costs and recoveries driven by the lower

average headcount and cost saving initiatives undertaken by Macquarie Capital This has been offset by

integration costs of acquired businesses during the
year including Tristone Capital August 2009 and Fox-

Pitt Keltori Cochran Caronia Wailer November 2009 Foreign exchange movements had favourable

impact on other operating expenses as the Australian dollar strengthened against the currencies in the

majority of countries where Macquarie Capital operates
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3.0 Segment analysis

continued

3.4 Macquarie Funds

Half year to Full
year to

Mar 10 Sep 09 Movement Mar 10 Mar09 Movement

$Am $Mi SAm $Am

NetinterestincOme/expense 18 27 37 45 65 31
Fee and commiSSiOn income

Base fees 162 72 125 234 142 65

Performance fees 10 14

Otherfeeandcommissionincome 61 32 91 93 129 28
Total fee and commission income 228 109 109 337 285 18

Nettrading Income 16 81 19 10

Share of net profits of associates and joint

ventures accounted for using the equity

method 57 10 12

Other operating income and charges

Impairment charge on equity investments 83 40

Specific provisions and collectwe allowance

for credt losses 100
Otherincorne 10 11 21 19 11

Total other operating income and charges 12 140

Internal revenue

Total operating income 263 164 60 427 337 27

Operating expenses

Employment expenses 73 47 55 120 105 14

Brokerage and commission expenses 42 27 55 69 72

Otheroperating expenses 91 53 72 144 115 25

Total operating expenses 206 127 62 333 292 14

Minonty interestsa 100
Net

profit/foss contnbution 57 38 50 95 45 111

Non-GAAP metrics

Assets under managementi $A billion 209.9 58.0 252 209.9 49.7

Headcounta 1094 561 95 1094 583 88

indicates that the percentage change in the balance was not meaningftil including instances where the percentage

increase was greater than 300% or where the result was gain in one period but loss in another or vice versa

The minority interests category adjusts reported consolidated profit or loss for the share that is attributable to minonty

interests such that the net profit or loss contribution represents the net profit or loss attributable to ordinary equity

holders

The
Macquarie Cash Management Trust excluded from Assets under Management above is Banl4ng and Financial

Services product that is managed by Macquane Funds Group The Cash Management Trust closed at $A10.0 billion at

31 March 201031 March 2009 $A14.7 billion

The acquisition of Delaware Investments in January 2010 contributed 521 staff to the headcount increase

Macquarie Funds Groups net profit of $A95 million for the year ended 31 March 2010 increased 111% from

$A45 million in the prior year The result includes the contribution from Delaware Investments of $A23 million

since its acquisition in January 2010 fncluding all transaction costs Excluding the impact of this the result

increased 61% on the prior year

Net interest income/expense

Net interest income of $A45 million for the year ended 31 March 2010 decreased 31% from $A65 million in

the prior year driven by net reduction in retail loans provided which fell due to redemptions in Macquarle

Funds Groups structured investment offerings and increased borrowings as result of the acquisition of

Delaware Investments

Base fees

Base fee income of $A234 million for the year ended 31 March 2010 increased 65% from $A142 million in

the prior year Increases in base fees arose largety as result of the growth in Assets under Management

particularly due to the acquisition of Delaware Investments

Total Assets under Management of $A209.9 billion at 31 March 2010 increased significantly
from

$A49.7 billion at 31 March2009 The acquisition of Delaware Investments contributed $A151 .1 billion at

31 March 2010 to the total $A1 60.2 billion net increase in Assets under Management over the year

Excluding the impact of this Assets under Management increased $A9.1 billion to $A58.8 billion at

31 March 2010 due to new equity and fixed income mandates and the impact of rising equity markets since

March 2009 Refer Section 7.1 for breakdown of Macquauie Funds Groups Assets under Management31

by asset class

Performance fees

Performance fee income of $A10 million for the year ended 31 March 2010 decreased from $A14 million in

the prior year due to lower performance fees from emerging markets strategies and funds of private equity

funds products

Other fes and commission income

Other fee and commission income includes structuring fees capital protection fees wholesale threshold

management fees income from True Index products and internal fees received for managing and

administering investment products on behalf of Banking and Financial Services

Other fee and commission income of $A93 million for the year ended 31 March 2010 decreased 28% from

$A1 29 million in the prior year mainly due to non-recurring service fees in the prior period for Agri products

and lower True Index income

Macquane True Index delivers clients pre tax index returns before buy/sell spreads on transactions Any under

performance is compensated by Macquane and conversaly any out performance is retained by Macquace
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Net trading income

Net trading income of $A1 million for the year ended 31 March 2010 compares to loss of $A1 million in

the pnor year The result was mainly driven by increases in the value of seed investments that are carried at

fair value and actlaties relating to the hedging of capital protected products

Other income

Other income of $A21 million for the year
ended 31 March 2010 increased 11% from $A1 million in the

prior year and comprised proceeds from the sale of assets held on the balance sheet and distributions from

investments

Operating expenses

Total operating expenses ncluding Delaware Investments expenses of $A333 million for the year ended

31 March 2010 increased 14% from $A292 miflion in the prior year Excluding
Delaware Investments

operating expenses decreased 16% primarily
due to lower employment costs in line with decrease in

headcount and lower commission expenses

3.0 Segment analysis

continued

3.5 Fixed Income Currencies and Commodities

Half year to Full year to

Mar10 Sep 09 Movwnonfl Mar 10 Mar09 Movevnen9

SAm $Am SAm $Am 94

irrcomem

Commodities 334 379 12 713 650 10

Foreign exchange products
35 58 40 93 164

interest rate products
220 123 79 343 113 204

Total net trading income Including
net interest

income 589 660 1149 927 24

Fee and commission income

Brokerage and corrrmssions
34 35 69 86 20

Other fee and commission income 101 33 206 134 80 68

Total fee and commission income 135 58 99 203 i66 22

Share of net profits of associates and joint

ventures accounted for using the equity

method 167 11 69 84

Other operating income and charges

Net gains0osses on sale of equity

investments 38 26 46 64 10

Impairment charge on equity investments 50 120 98

Specific provisions and collectrve aliowance for

credit losses 50 94l 53 160 67

Other income 17 12 42 29 79 63

Totalotheroperstingincomeandcharges 51 14 37 1191

Internal revenue 52 28 86 80 66 21

Total operating income 835 645 29 1.480 1037 43

Operating expenses

Employment expenses 113 96 18 209 175 19

BrokeragearidcommissioneXpeflses 122 55 122 177 91 95

Other operating expenses 141 1126 12 267 1263

Total operating expenses 376 277 36 653 529 23

Minority interest5
1Cr

Net profit/foss contribution 459 368 25 827 509 62

metrics

Headcount 884 796 11 884 680 30

indicates that the percentage change in the balance was not meaningful including instances where the percentage

increase was greater than 300% or where the resut was again in one period but loss in another or wce versa

The relative contribution of net interest income and trading income to income from trading activities can vary from period

to period depending on the underMrig tradrig strategies undertaken by Macqusrie and its clients As such to obtain

more compiete
view of Fixed Income Currencies and Commodities trading activities net interest iriconie has been

combined with trading ricome above The categorrea of trading income above are based on business lines within Fixed

Income Currencies and Commodities

Impairments recognised in trading income totalled $A20 mition br the year ended 31 March 2010 31 March 2009

$A50 million

The minonty interests category adusts reported consofidated profit or loss for the share that is attributable to minonty

interests such that the net profit or loss contribution represents the net profit or ioss attnbutable to ordinary equity

hoiders
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Fixed Income Currencies and Commodities net proilt of $A827 million for the
year

ended 31 March 2010

increased 62% from $A509 million in the prior year primarily due to return to more normal levels of

impairment charges and provisions combined with improved trading conditions

Commodities trading income

Commodities trading income of $A71 million for the year ended 31 March 2010 increased 10% from

$A650 million in the prior year

Trading income in the Energy Markets dalsion was up on the prior year particularly related to the

consolidation and growth of the Macquarie Energy franchise in the United States gas and power business

Transaction volumes and trading revenues in the dMsions Corona and Macquarie Energy businesses

benefitted from the cold northern hemisphere winter

During the year the Energy Markets dtasions primary markets experienced generally low volatility together

with mixed market liquidity however more recently conditions have shown signs of improvement Trading

income from the Agricuitural Commodities business was broadly in line with the prior year although FICC are

witnessing return of confidence in agricuitural commodity markets as they begin trading on the

fundamentals of supply and demand after the global financial crisis of 2009 The freight markets have also

improved from the extreme lows experienced in the prior year The Metals and Energy Capital dMsion was

strong contributor with all metals prices recovering particularty gold

Foreign exchange products trading income

Trading income on foreign exchange products of $A93 million for the year ended 31 March 2010 decreased

43% from $A1 64 million in the prior year significant reduction in both volatility and turnover in global

foreign exchange markets during the year impacted all FX market participants The strong Australian dollar

placed additional downward pressure on foreign exchange revenues

Interest rate products trading income

Trading income on interest rate products of $A343 million for the year ended 31 March 2010 increased

significantly from $A1 13 million in the prior year The Credit Trading dMsion and Emerging Markets division

made substantial contributions during the year to 31 March 2010 Credit Trading revenues were driven by

selective expansion into underlying high yield and distressed corporate and debt securities extension into

client sales and trading and the rally in credit markets which mirrored equity markets Emerging Market

revenues were underpinned by increased client actMty continued broadening of the products and services

and its geographical expansion into the US and Europe Improving Australian debt market conditions

supported increased debt market activity and provided opportunities for the Debt Markets Division

Fee and commission income

Fee and commission income of $A203 million for the
year

ended 31 March 2010 increased 22% from

income of $A1 66 million in the prior year The development of the client sales and trading business within

the Credit Trading Division and the Emerging Markets Divisions private capital markets and advisory

business have been significant contributors to the growth in other fee income for the Group The Futures

division contribution experienced similar levels of activity as the prior year

Net gains/f osses on sale of equity investments

Net gains on sale of resources sector equity investments of $A64 million for the year ended 31 March 2010

increased
significantly from $A1 million in the prior year due to the timing of sales transactions

Impairment charge on equity investments

Minimal impairment charges on equity investments of $A3 million were recognised for the year ended

31 March 2010 The $A1 20 million impairment charge in the prior year malnly related to listed equity

investments in the resources sector

Specific provisions and collective allowance for credit losses

Net loan charges of $A53 million for the year ended 31 March 2010 decreased 67% from $A160 million in

the prior year There were $A55 million in net specific provisions raised in relation to loans in the energy

capital and agricuitural commodities sectors combined with decrease in the collective allowance for credit

losses of $A2 million

Other income

Other income of $A29 million for the year ended 31 March 2010 decreased 63% from $A79 million in the

prior year Income in the pnor year included $A52 million from other asset sales reflecting the gain on sale

of number of resources related net profit interests right to share of the production or the proceeds

from production derived frorn petroleum and natural gas rights without the obligation to pay any of the

costs of exploration and development in the Metals Energy Capital Division Net profit interest sales in

the year to 31 March 2010 were negligible

Operating expenses

Total operating expenses of $A653 million for the year ended 31 March 2010 increased 23% from

$A529 million in the prior year Employment expenses were up 19% from $A1 75 million in the prior year
to

$A209 million for the year ended 31 March 2010 Headcount growth of 30% from 680 at 31 March 2009 to

884 at 31 March 2010 has occurred largely in the United States and the United Kingdom and as result

employment expenses have benefited from the strengthening of the Australian dollar

Brokerage and Commission expenses increased 95% from $A91 million in the prior year to $A1 77 million for

the year ended 31 March 2010 This increase was primarily resuit of the growth in volumes over the year

for the Credit Trading and Emerging Markets businesses

Other operating expenses of $A267 million for the year ended 31 March 2010 were up 2% from

$A263 million in the prior year
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3.0 Segment analysis

continued

3.6 Corporate and Asset Finance

Half year to Full year to

Mar 10 Sep09 Movement Mar 10 Mar09 Movement

SAm SAm SAm SAm

Net interest incornelexpense 218 143 52 361 129 180

Fee and commission income 1l 14 57
Net trading lncome/expense 32 72 41

Share of net profits of associates and joint

ventures accounted for using the equity

method 100

Other operating income and charges

Impairment charge on non-financial assets 33 lCq
Net operating lease income 35 33 68 114 40
Specific provisions and collectrae allowance

br credit losseS 59 28 111 87 44 98

Other income 18 21 14 39 24 63

Total other operating income and charges 26 20 61 67
Internal revenue 13 14 27 17 59

Total operating income 234 222 456 211 116

Operating expenses

Employment expenses 51 40 28 91 75 21

Other operating expanses 45 54 17 99 68 46

Total operating expenses 96 94 190 143 33

Minority interests

Net profIt/foss contribution 137 127 264 66 300

Non-GAAP metrics

Headcount 685 574 19 685 539 27

indicates that the percentage change in the balance was not meaningful including instances wera the percentage

increase was greater than 300% or where the result was gain in one period but loss in another or vice versa

The minority interests category adjusts reported consolidated profit or loss for the share that is attnbutable to minority

interests such that the net profit or loss contribution represents the net profit or loss attributable to ordinary equity

holders

Corporate and Asset Finances net profit of $A264 million for the
year ended 31 March 2010 increased

300% from $A66 million in the prior year predominately due to increased net interest income partially offset

by lower operating lease income and higher operating expenses

Net interest income

Net interest income of $A361 million for the year ended 31 March 2010 increased 180% from $A1 29 million

in the prior year The increase was driven by an 87% increase in the loan and finance lease portfolios to

$A12.9 billion at 31 March 2010 from $A6.9 billion at 31 March 2009 mainly due to increased corporate

lending and the acquisition of the $A1 .0 billion Ford Credit portfolio in October 2009

Net trading income

Net trading income of $A41 million for the
year ended 31 March 2010 compares to loss of $A9 mIllion in

the prior year The income was due to mark to-market and trading profit on options and equity securities

particularly in the six months ended 30 September 2009

Impairment charge on non financial assets

There were no impairment charges on non-financial assets during the year The impairment charge of

$A33 million recognised in the prior year related to inventories of off-lease assets

Net operating ease income

Net operating lease income net of depreciation of $A68 million for the
year

ended 31 March 2010

decreased 40% from $A1 14 million in the prior year largely due to 51% decline in the operating lease

portfolio to $A692 million at 31 March 2010 from $A1 .4 billion at 31 March 2009 resulting from the expiry of

number of leases

Specific provisions and coective allowance for credit losses

Specific provisions and collective allowance for credit losses of $A87 million for the year ended 31 Maroh

2010 increased 98% from $A44 million in the prior year as result of the growth in the loan and finance

lease portfolios

Other income

Other income of $A39 million for the year ended 31 March 2010 increased 63% from $A24 million in the

prior year largely as result of increased sales of off-lease assets and inventory due to improved market

conditions

Operating expenses

Total operating expenses of $A1 90 million for the year ended 31 March 2010 increased 33% from

$A1 43 million in the prior year The increase was driven by 46% increase in other operating expenses to

$A99 million for the year ended 31 March 2010 from $A68 million in the prior year resulting from growth in

the loan and lease portfolio and higher transaction and integration costs associated with increased volume

Employment expense increased 21% to $A91 million driven by 27% increase in headcount
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3.0 Segment analysis

continued

3.7 Real Estate Banking

Half
year to Full

year to

Mar10 Sep 09 Movement Mar 10 Mar09 Movement

$Am $Am sAm SAm

Net interest lncome/expense

Fee and commission income

14 75 22

Base fees 25 SC 30 26 15

Performance fees 35 100 35

Mergers and acquisitions advisory and

underwriting
ii 1CO

Other fee arid commission income 67 10 60

Total fee and commission income 63 69 49 41

Net trading income/expense

Share of net profits of associates and Joint

ventures accounted for using the equity

method 10 21 52 31

Other operating income and charges

Netgains/fossesonsaleofequityirrvestments 25 213 33 13

lmpairmentchargeonequityinvestments 21 50 54 71 146 51

Impairment charge on non-financial assets 12 45 19 40 54

Specific provisions and collectrve allowance for

credit losses 11 13 15 24 170 85

19 31 50 43 16

po 45 52 13 97 300 88

56 13 12

72 28 157 100 268 54

10 10 19 32 41
15 18 17 33 62 47

24 28 14 5Z 94 45

96 56 71 152 362 54

Non-GAAP metrics

Assetsundermansgement$Abilliort 5.0 10.7 53 5.0 14.8 64

Headcount 105 118 11 105 136 23

indicates that the percentage change in the balance was not meaningful including instances where the percentage

increase was greater then 300% or where the result was gain in one penod but loss in another or vice versa

Real Estate Bankings net loss of $A1 52 million for the year ended 31 March 2010 decreased compared to

net loss of $A362 million in the prior year The
year

remained challenging for Real Estate Banking however

an asset disposal by Macquarie Central Office CR-REFV resulted in significant base and performance fees for

Real Estate Banking during the six months ended 30 September 2009 On March 2010 as part of

combined transaction with Macquarie Capital invoMng the sale of Australian listed REIT platforms to Charter

Hall Group Real Estate Banking sold the majority of its holdings in Macqueue Countrywide Trust Macquarie

Office Trust and Macquarie Direct Property Fund The full impact of the Charter Hall Group transaction on

Real Estate Banking was loss of $A33 million comprising loss on sale of equity investments of

$A29 million and an impairment on non-financial assets of $A4 million

Net interest income/expense

Net interest expense of $A22 million for the year ended 31 March 2010 increased significantly from

$A4 million in the prior year The prior year
included revenue of $A30 million relating to interest accrual

adjustments

Base tees

Base fee income of $A30 million for the year ended 31 March 2010 increased 15% from $A26 million in the

prior year pflmarily due to $A1 million received from Macquarie Central Office CR-REIT on the sale of the

Kukdong building as base fees are calculated on income of the REIT This was partially offset by decrease

in base fees attributable to lower Assets under Management Assets under Management of $A5.0 billion at

31 March 2010 decreased 66% from $A1 48 billion at 31 March 2009 due to the Charter Hall Group

transaction noted above the strengthening Australian dollar resulting in lower offshore asset values as wall

as write-downs and disposals by some funds

Performance fees

Performance fee income of $A35 million for the year ended 31 March 2010 increased significantly from

$A2 million in the prior year primarily due to the disposal of Macquarie Central Office CR-REITs Kukdong

building in Korea

Mergers and acquisitions advisory and underwriting

Mergers and acquisitions advisory and underwriting fees of $A1 million in the prior period mainly related to

advisory fees earned from the sale of an investment in Macquarie Prime BElT and its manager

Share of net profits of associates and joint ventures accounted for using the equity method

Equity accounted losses of $A31 million were recognised for the year ended 31 March 2010 compared to

an equity accounted gain of $A5 million in the prior year The result was driven by losses in Real Estate

Bankings associates including investments in Medalist and J-REP partially offset by profits from MGPA
The gain in the prior year was driven by higher equity accounted profits in MGPA

Net gains/fosses on sales of equity investments

The net loss on sale of equity investments of $A33 million for the year ended 31 March 2010 compares to

$A1 million gain in the prior year loss of $A29 million was incurred as part of the Charter Hall Group

transaction noted above In addition the sale of an investment in MW Cell Manager in the United States

generated loss of $A6 million partially offset by small gain on the disposal of Macquarie Leisure Trust

units

Other income

lntemai revenue

Total operatino income

Operating expenses

Employment expenses

Other operating espenses

Total operating expenses

Net orofit/Iloast contribution
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3.0 Segment analysis

continued

Impairment charge on equity investments

The impairment charge on equity investments of $A71 million for the
year

ended 31 March 2010 decreased

51 from $A1 46 million in the prior year Write-downs for the year ended 31 March 2010 included

$A33 million on offshore investments $A25 million on Australian investments $A7 million on Structured

Finance investments and $A6 million on listed REITs

The impairment charge of $A1 46 million in the prior year included charge of $A1 01 million on offshore

listed investments $A30 million on Australian listed and unlisted BElT investments $A1 million on

Structured Finance investments and $A3 million of direct property writedowns

Impairment charge on non financial assets

The impairment charge on non-financial assets of $A1 million for the year ended 31 March 2010 was

recognised on consolidation of joint venture in Queensland that Real Estate Banking took control of during

the six months ended 30 September 2009 write downs on foreclosed assets and the write off of

management rights on the US Macquane Office Trust portfolio as part of the Charter Hall Group transaction

noted above An impairment charge of $A40 million was recognised in the prior year that related to BElT

investments direct property and inventory

Specific provisions and collective allowance for credit losses

Specific provisions and collective allowance for credit losses of $A24 million for the
year

ended 31 March

2010 decreased 86% from $A1 70 million in the prior year Provisions during the year were primarily

attributable to loans made to developers with United States residential market exposure

Other income

Other income of $A50 million for the year ended 31 March 2010 increased 16% from $A43 million in the

prior year The year included higher property development income from Urban Pacific Limited and

$A1 million from legal settlement with property developer in Australia partially offset by lower

distribution revenue

Operating expenses

Total operating expenses of $A52 million for the year ended 31 March 2010 decreased 45% from

$A94 million in the
prior year The decrease reflects the reduction in headcount

3.8 Banking and Financial Services

year year to

Mar 10 Sep 09 Movcmerri Mar 10 Mar09 Moverneni

$Am SAm Mm
Net Interest 254 17 551 425 30

Fee and commission Income

Base fees 97 102 199 13
Brokerage and commissions 119 105 13 224 13

Other fee and commission income/expenses 129 135 240 10

Income from life insurance buaness and other

unit holder businesses 22 18 40 30 33

Total fee and commission income 367 727 697

Net trading income2
38

Share of net profits of associates and joint

ventures accounted for using the equity

method

Other operating income and charges

Net gains on sale of equity investments

Impairment charge on equity investments and

disposal groups held for sale 300 214 9ff

Impairment charge on non-financial assets 21 50

Gain on acquiring disposing and change in ownership

interest in subsidiaries and businesses held for sale

Specific provisions and collective allowance

for credit losses 16 29 45 96 5i
Otherincome

14
Total other operating charges 12 291 59 41 1250 84
Internal revenue 11 22
Total operating income 663 588 13 1251 806 55

Operating expenses

Employment expenses 226 182 24 408 394
Brokerage and commission expenses 56 65 121 140 14
Other

operating expenses 254 201 26 455 1364 25

Total operating expenses 536 448 20 984 1898 10

Minonty interests5

16

Net
profit/foss 124 137 fff 261 99

Non-GAAP metrics

Assetsunderrrianagement2$Abiiion 14.3 17.0 16 19.2 2ff

Funds under

administration5 SAbillion 120.0 106.5 98.4 22
E-leadcount 3268 2628 24 3268 2598 26

indicates that the percentage change in the balance was not instances percentage

increase was greater than 300% or where the result was gain in but loss in another or vice versa

There were no impairments recognised in income for the year 2010 31 March 2009

$A24 million

The minority interests category adjusts reported consolidated loss for theor is attnbutabia to minority

interests such that the net profit or loss contribution the net loss attributable ordinary equity
holders

The Macquane Cash Management Twst included in Assets under Management above is Banking and Financial

Sersices product that Funds Group Management Trust closed at SAl 0.0 billion at

31 March 2010 131 March 2009 SAl 4.7 billion

Funds under management/advice/administration incluoes Assets under Management plus items such as funds on

Banking and Financial Services platforms e.g Wrap Funds under Administration total Banking and Financial Sentces

loan and deposit portfolios CHESS holdings of Banking and Financial Seraices clients and funds under advice

e.g assets under solace of Macquarte Private Bank
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Banking and Financial Services net profit of $A261 million for the year ended 31 March 2010 compares to

net loss of $A99 million in the prior year The result in the prior year included loss of $A307 million relating

to the Italian Mortgages portfolio and gain from the sale of the majority of the margin lending portfolio

of $A41 million Excluding these items the result for the year ended 31 March 2010 increased 56% on the

prior year

Net interest income/expense

Net interest income of $A551 million for the year ended 31 March 2010 increased 30% from $A425 million

in the prior year predominately due to increased margins and retail deposits Retail deposits increased 16%

to $A1 5.5 billion at 31 March 2010 from $A1 3.4 billion at 31 March 2009 due to focus on cash offerings

induding the Cash Management Account

Banking and Financial Services loan book primarily comprises residential mortgages in Australia and North

America as well as loans to Australian businesses loans on capital protected products and credit cards

The total loan book size decreased 8% to $A26.4 billion at 31 March 2010 from $A28.6 billion at 31 March

2009 The main driver of the decrease has been 22% reduction in the size of the Australian mortgage

portfolio from $A1 8.3 billion at 31 March 2009 to $A1 4.3 billion at 31 March 2010 as result of the decision

in March 2008 to wind back the Australian residential origination business

Origination volumes and margins on the Canadian mortgage loan portfolio have improved significantly over

the prior year due to increased market share Canadian mortgage originations
increased 103% during the

year ended 31 March 2010 compared to the prior year The business continues to participate in the

Canadian government sponsored Mortgage securitisation programme The Canadian ioan portfolio which

includes mortgages insurance premium funding and margin loans closed at $A7.0 billion at 31 March 2010

up 75% from $A4.0 billion at 31 March 2009

Base fees

Base fee income of $A1 99 million for the year ended 31 March 2010 decreased 13% from $A229 million

in the prior year largely as result of 26% decrease in Assets under Management to $A1 4.3 billion at

31 March 2010 from $A1 9.2 billion at 31 March 2009 The decrease was predominately in the Cash

Management Trust which closed at $A10.0 billion at 31 March 2010 down 32% from $A14.7 billion at

31 March 2009 This was partially off set by 17% increase in Macquarie Pastoral Fund to $A509 million

at 31 March 2010 from $A434 million at 31 March 2009

In April 2010 Cash Management Trust unitholders accepted proposal to convert Cash Management Trust

accounts to Cash Management Accounts

Brokerage and commissions

Brokerage and commission income of $A224 million for the
year

ended 31 March 2010 increased 13% from

$A198 million in the prior year as result of improved equity market conditions and growth in the number of

advisors to 595 at 31 March 2010 from 430 at 31 March 2009 The increase in adviser numbers was due to

organic growth in Australia and Asia as well as the acquisition of Blackmont Capital rebranded Macquarie

Private Wealth Canada in December 2009 Macqueue Private Wealth was again the number one full

service retail stockbroker in Australia in terms of volume and market share

Other fee and commission income

Other fee and commission income of $A264 million for the year ended 31 March 2010 increased 10% from

$A240 million in the prior year

The main contributor to this income category is platform and other administration fee income which

remained broadly in line with the prior year Banking and Financial Services Wrap platforms operate in

Australia and more recently the United Kingdom established April 2009 Funds under Administration on the

Australian Wrap platform closed at $A22.5 billion at 31 March 2010 up from $A1 7.5 billion at 31 March

2009 due to positive inflows and market movements Net inflows were $A3.1 billion and market movements

were $A1 .9 billion positive during the year ended 31 March 2010 compared to net inflows of $A3.0 billion

and negative market movements of $A8.0 billion in the prior year While closing Wrap Funds under

Administration at 31 March 2010 increased 29% on the
prior year average Funds under Administration

during the year ended 31 March 2010 only increased 3% on the prior year
due to market volatility

The increase in other fee and commission income was also due to the acquisition of Blackmont Capital

which contributed $A4 million of income to this category

Other contributors to this income category were loan termination fees driven by the Australian mortgage

and capital protected loan portfolios decreasing as well as advisory fees earned from ax property

acquisitions by the Macquarie Pastoral Fund

Income from life insurance business and other unit holder businesses

Income from life insurance business and other unit holder business of $A40 million increased 33% from

$A30 million in the prior year primarily due to growth in the insurance inforce book which grew to

$A59 million at 31 March 2010 from $A29 million at 31 March 2009 The inforce book is the aggregate

annualised life insurance premium payable for polices issued by the life company and still paying premiums

at the balance date

Net trading income

Net trading income was profit of $A1 million for the year ended 31 March 2010 compared to loss of

$A38 million in the prior year The prior year included losses of $A20 million on an underwriting deal

Impairment charge on equity investments and disposal groups held for sale

Impairment charges on equity investments and disposal groups held for sale of $A5 million for the year

ended 31 March 2010 decreased 98% from $A21 million in the prior year Impairment charges in the prior

year mainly related to the Italian Mortgages portfolio

Gain on acquiring disposing and change in ownership interest in subsidiaries and businesses held for sale

The gain on acquiring disposing and change in ownership interest in subsidiaries and businesses held for

sale was $A4 million for the year ended 31 March 2010 The $A57 million income in the prior year
included

gain on the sale of the majority of the margin lending portfolio in January 2009

Specific provisions and collective allowance for credit losses

Specific provisions and collective allowance for credit losses of $A45 million for the year ended 31 March

2010 decreased 53% from $A96 million in the prior year The prior year
included significant provisions on

the Italian Mortgages portfolio and Investment Lending portfolio Provision charges in the year ended

31 March 2010 were lower compared to the prior year as result of improved economic conditions

particularly in North America
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Operating expenses

Total operating expenses of $A984 million for the year ended 31 March 2010 increased 10% from

$A898 million in the prior year The increase was malnly in other operating expenses which were up 25%

on the prior year to $A455 million for the year ended 31 March 2010 due primarily to significant integration

and acquisition costs relating to the Blackmont Capital acquisition which occurred on 31 December 2009

The acquisition resulted in an additional 410 staff in Banking and Financial Services Expenses associated

with deposit generating activities also contributed to the increase in other operating expenses Brokerage

and commission expense for the
year

ended 31 March 2010 decreased 14% compared to the prior year

which induded commissions related to the Italian Mortgages portfolio and the margin lending portfolio prior

to their sales

Half year to Full year to

Mar10 Sep 09 Movement MariO Mar09 Movement
SAm $Am SAm $Am

226 113 1k 339 657 44
130 88 b3i7L

1081 275 81 383 204

19

3.9 Corporate

Net interest income/expense

Fee and commission income/eenenaet

tJet hdinn n.n/fmannI

Share of net prolits of associates and loint

ventures accounted for using the equity

method 25
Other operating income and charges

Netgainsonsaieofdebtandequfysecunties 18 10 80 28

Impairment charge on equity investments 32 88
Gain on acquiring disposing and change in

ownership interest in subsidiaries and

businesses held for sale 127 128 203 37
Gain on repurchase of debt 55 100 55

Specific provisions and collective allowance for

credit losses
12

Other income/expense 16 24 31 41

Totelotheroperatingincomeandcharges 40 216 81 256 182 41

Internal revenue 127 114 11 241 430 49
Total operating income 22 67 45 532

Operating expenses

Employment espenses 692 771 10 1463 623 135

Brokerage and commission expenses 14 10 33 70
Other operating expenses 141 119 18 260 384 32
Total operating espenses 547 666 18 1213 272
Tax expense 165 36 201 15
Macquarie Income Preferred Securities 67 45 62
Macquarie Income Securities 11 10 10 21 33 36
Other minority interests 13 54
Net profit/foss contnbution 697 785 11 1482 180

Non-GAAP metrics

Headcount 4600 4166 15 4800 4023

indicates that the percentage change ri the balance was not meaningful including instances where the percentage

increase was greater than 300% or where the resuft was gain in one period but hss in another or vice versa
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3.0 Segment analysis

continued

The corporate segments net loss for the year ended 31 March 2010 of $A1 482 million compares to net

profit of $A1 80 million in the prior year

Net interest income

Interest income is mainly generated through the investment of MGLs capital offset by funding costs not

passed on to businesses through Group Treasury Net interest income for the year to 31 March 2010 was

$A339 million decrease of 48% from the prior year primarily due to lower interest rates in the year to

31 March 2010 compared to the prior year generating
lower earnings on capital combined with the cost

of holding excess liquidity

Fee and commissions expense

Fee and commissions expenses primarily relate to internal transactions with operating groups that net to nil

on aggregation across the Group External fee and commissions income is negligible Fee and commissions

expense of $A9 million for the year ended 31 March 2010 decreased 90% from expenses of $A88 million in

the prior year

Net trading income/expense

The primary drivers of net trading income in the Corporate segment were derivative volatility and the impact

of changes in the fair value of fixed rate issued debt Net trading expense of $A383 million for the year

ended 31 March 2010 compares to net trading income of $A204 million in the prior year During the year

ended 31 March 2010 negative
fair value adjustments on fixed rate issued debt amounted to $A255 million

This compares to positive
fair value adjustments in the prior year

of $A1 79 million

Share of net profits
of associates and joint ventures accounted for using the equity

method

The Corporate segment holds investments in Macquarie-managed funds to hedge exposures to liabilities

under the Directors profit share DPS plan These investmentS are accounted for uaing the equity method

whereas the related DPS liabilities are accounted for on fair value mark-to-market basis The investment

holdings are not significant and therefore the profit or loss from equity accounting of those investments is

not material The change from the prior year reflects the impact of the significant
market disruption over the

past year
on the underlying results of investments There was no single investment that was the main

contributor to the change

Net gains on sale of debt and equity securities

Net gains on sale of debt and equity securities of $A28 million for the year
ended 31 March 2010 compares

to net losses on sale of debt and equity securities of $A7 million in the prior year Gains in the 12 months to

31 March 2010 related to the sale of debt secunties by Group Treasury
of $A9 million and the sale of equity

securities held to hedge DPS balances of $A1 million

Impairment charge on equity investments

Impairment charge on equity investments of $A4 million for the year ended 31 March 2010 were down 88%

from $A32 million in the prior year reflecting improved market conditions and values of the assets

Gain on acquiring disposing and change in ownership interest ri subsidianes and businesses held for sale

The gain of $A203 million in the year to 31 March 2009 largely
related to gains from financing the acquisition

of Macquarie Income Preferred Securities MIPS Further acquisitions of MIPS were financed dunng the year

to 31 March 2010 resulting in gain of $A127 million

Gain on repurchase of debt

In the year to 31 March 2010 Macquarie undertook buy back of portion of the Groups outstanding

subordinated debt canted at arnortised cost at discount to face value that realised profit of $A55 milton

Other income

Other income of $A41 million for the year ended 31 March 2010 compares with $A6 million in the pnor year

The increase is primarily due to increased income from sub-leasing activity

Employment expenses

Employment expenses in the Corporate segment relate to staff profit share the impact of mark-to-market

adjustments of DPS liabilities and the employment costs associated with the Groups support functions

including Corporate Affairs Risk Management and Information Technology

For the
year

ended 31 March 2010 employment expenses were $A1 463 million up 135% from

$A623 million in the prior year The mority of the increase was due to an increase in the staff profit share

expense combined with support function headcount growth and charge for the net mark-to-market

increase in DPS liabilities resulting from share price appreciation of many Macquarie-managed listed funds

during the year ended 31 March 2010 I-teadcount of the support functions at 31 March 2010 was 4800

up 19% from 4023 at 31 March 2009

Brokerage snd commission expenses

Brokerage and commission expenses in the Corporate segment relates to tees and commissions paid on

the issuance of debt instruments by Group Treasury The decrease of 70% to $A1 million for the
year

ended 31 March 2010 from $A33 million in the prior year was due to reduction in the amount of issuances

The Commonwealth Large Deposit and Wholesale Funding Guarantee Scheme introduced in October 2008

resulted in higher levels of issuances in the year-ended 31 March 2009

Other operating expenses

The other operating expenses category in the Corporate segment relates to the recovery
of service area

costs from the operating groups The 32% net reduction in this category from the prior year is largely due to

an increase in net unrecovered rent expenses resulting from an increase in surplus leased space

Macqusne Income Preferred Securities MIPS

The reduction in the net distributions under the MIPS from $A45 million in the prior year to $A8 million in the

year ended 31 March 2010 was due to the acquisitions of the MIPS financed in February and June 2009
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4.0 Funding and liquidity

continued

Uqdfty

Term assets must be funded by term liabilities

Cash and liquid assets are sufficient to cover 12 month stress scenario

Cash and liquid assets held to meet stress scenarios must be unencumbered high quality liquid assets

and cash

Short-term assets exceed short term wholesale liabilities

Scenario analysis

Scenario analysis is central to the Groups liquidity risk management framework Group Treasury models

number of liquidity scenarios covering both market wide crises and firm-specific crises The objective of this

modelling is to ensure MGL and MBLs ability to meet all repaient obligations under each scenario and

determine the capacity for asset growth The
modelling

includea 12 month
liquidity scenarios significantly

more severe than the conditions that have been experienced since August 2007

Scenarios are run over number of timeframes and range of conservative assumptions are used with

regard to access to capital markets deposit outflows contingent funding requirements and asset sales

Uquid asset holdings

Group Treasury maintains portfolio of highly liquid unencumbered assets in both MGL and MBL to ensure

adequate liquidity is available in all funding environments including worst case conditions The minimum

liquid asset requirement is calculated from scenario projections and also complies with regulatory minimum

requirements

To determine the minimum level of liquid assets reference is made to the expected minimum cash

requirement during combined market-wide and firm
specific crisis scenario over 12 month timeframe

This scenario assumes no access to new funding sources significant loss of deposits and contingent

funding outflows resulting from undrawn commitments market moves on derivatives and other margined

positions The size of the liquid asset portfolio must always exceed the minimum cash requirement as

calculated in this model

The liquid asset portfolio contains only unencumbered assets that can be relied on to maintain their liquidity

in crisis scenario At least 90% of the liquid asset portfolio held to meet the minimum liquid asset

requirement must be repo eligible with central bank The remaining 10% must be approved by Group

Treasury and RMG before inclusion in the liquid asset portfolio As at 31 March 2010 98% of the liquid

asset portfolio was eligible for repurchase with central banks

The liquid asset portfolio typically includes unencumbered cash and central bank rape eligible Government

Semi-Government Supranatiorral government guaranteed bank and unguaranteed bank securities and AM
rated Australian residential mortgage backed securities In addition the portfolio includes other very short

dated high quality liquid assets such as A-i rated Australian residential mortgage backed commercial

paper

The liquid asset portfolio is largely denominated and held in Australian dollars and to lesser extent in US
dollars or other currencies where appropriate

Liquidity contingency plan

Group Treasury maintains liquidity contingency plan The liquidity contingency plan applies to the entire

Macquarie Group and defines roles and responsibilities and actions to be taken in liquidity event This

includes identification of key information requirements and appropriate communication plans with both

internal and external parties

Specifically the
plan details factors that may constitute crisis the officer responsible for enacting the

contingency management committee of senior executives who would be responsible for managing

crisis the information required to effectively manage crisis public relations
strategy high level check

list of actions to be taken and contact lists to facilitate prompt communication with all key internal and

external stakeholders The liquidity contingency plan is subject to regular review at least annually by both

Group Treasury and RMG and is submitted to the Board for approval

Funding transfer pricing

An internal funding transfer pricing system is in place which aims to align businesses with the overall funding

strategy of the Group Under this system the costs of
long and short-term funding are charged out and

credits are made to business units that provide long-term stable funding

Credit ratings

Credit ratings at 31 March 2010 are detailed below

Fitch Ratings F-I

Moodys Investors Serace P-i A2

Standard and Poors

On 17 February 2010 Standard and Poors revised its rating outlook on MGL and MBL to Stable from

Negative

Regulatory developments

In response to the recent events of the global financial crisis regulators woridwide are proposing to enhance

their prudential standards for
liquidity risk management relevant to banks The proposed changes include

more stringent qualitative and quantitative requirements to enhance the resilience of financial institutions

under stressed market conditions

The proposed regulatory changes are likely to result in higher capital and tighter liquidity requirements for the

banking sector Macquavie continues to monitor regulatory and other market developments and remains

well capitalised and well funded

Long-term

rating

outlook

Short-term

rab_
Long-term

rating

L.ong-term

rating

outlook

Stable Stable

Negative P-i Al Negative

Stable Stable

Macouane Grouo Limited

Short-term Long-tam
retina retina
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4.0 Funding and liquidity

continued

4.2 Funded balance sheet

The Groups statutory balance sheet is prepared based on AGAAP and does not represent actual funding

requirements For example the statutory balance sheet includes certain accounting gross-ups and non-

recourse self funded assets that do not represent funding requirement of the Group

The table below reconciles the reported assets of the consolidated Group to the net funded assets at

31 March 2010 This is later split between the Banking Group and Non-Banking Group to assist in the

analysis of each of the separate funding profiles of MGL and MBL
As at

Mar10 Mar09

SAbNotes

Total assets per MGL statutory balance sheet 145.9 149.1

Accounting deductions

Self funded trading assets 15.4 10.51

Derivative revaluation accounting gross-ups 21.2 26.1

Ufe investment contracts and segregated assets 7.3 6.9

Broker settlement balances 5.7 5.5

Short-tern working capital assets 6.6 5.1

Non recourse funded assets

Securitised assets and non-recourse warehouses 14.8 20.4

Net funded assets 74.9 74.6

Explanatory notes concerning the net funded assets

Self funded trading assets

There are number of entries on the balance sheet that arise from the normal course of trading activity

Macquane conducts with its clients and counterparties They typically represent both sides of transaction

The entries off-set each other as both the asset and liability positions are recorded separately Where these

entries are matched they do not require funding

Derivative re valuation accounting gross-ups

Macqueries derivative activities are mostly client driven with client positions hedged by off-setting positions

The derivatives are largely matched and this adjustment reflects that the matched positions do not require

funding

Life investment contracts and other segregated assets

These represent the assets and liabilities that are recognised where Macquarie provides products such as

investment-linked policy contracts The policy contract liability will be matched by assets held to the same
amount and hence does not require funding

Broker settlement balances

At any particular time Macqueries broking business will have outstanding trades to settle with other brokers

These amounts payables can be offset in terms of funding by amounts that Macquarie is owed at the same

time by brokers on other trades receivables

Short term working capital rrssetc

As with the broker settlement balances above Macquarie through its day to-day operations generates

working capital assets e.g receivables and prepayrrrents and working capital liabilities e.g creditors and

accruals that produce net balance that either requires or provides funding rather than the gross balance

Securitised assets and non-recourse warehouses

Some lending assets mortgages and leasing are commonly soki down into external securltisation entitias or

transferred to external funding warettouses As consequence they are non recourse to Macquarie and are

funded by third parties rather than Macquarie

4.3 Funding profile for consolidated MGL Group

Funded balance sheet of the consolidated MGL Group

Notes

As at

Mario

SAb

Mar09

$Ab

Funding sources

Wholesale issued paper

Negotable certificates of deposits 1.9 4.7

Commercial paper 3.0 3.0

Net trade creditors
0.4 0.4

Structured notes
2.8 4.0

Secured funding
8.3 6.6

Bonds
17.5 16.9

Other loans
0.7 0.9

Senior credit facility 6.9 7.4

Deposits

Retail deposits i5.5 13.4

Corporate and wholesale deposits 4.1 5.2

Loan capital 2.0 2.5

Equity and hybod 10 11.8 9.6

Total
74.9 74.6

Funded assets

Cash and liqud assets
11 22.2 30

Net trading assets
12 12.7

Loan assets less than one year 13 7.2 5.8

Loan assets greater than one year 13 22.3 19.5

Assets held for sale
14 0.1 02

Debt investment secunties 15 2.8 1.2

Co-investment in Macquarie-managed funds and equity investments 16 5.5 7.2

Property plant and equipment and intangibles 2.1

Total
74.9 74

See section 4.6 for notes 1-16
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4.0 Funding and liquidity

continued

As at Mar 10

1-2yrs 2-3yrs 3-4yrs 4-5yrs 5yrs
SAD $Ab SAD SAD SAb

0.4 0.2 0.1 0.3 0.2

0.3 1.1 2.1 2.0 1.6

3.2 1.4 5.4 3.0

3.9 2.7 7.6 5.3 1.8

1.4

8.5

3.9 2.7 7.6 5.3 11.7

3.9 2.7 76 5.3 11.7

The Banking Group has diversity of funding by both source and maturity Tern
funding beyond one year

excluding equity has weighted average term to maturity of 3.6 years

The key tools used for accessing wholesale debt
funding markets for MBL which

primarily funds the

Banking Group are as follows

$US25 billion multi-instrument Regulation Debt Instrument Program incorporating both Government

Guaranteed and unguaranteed securities that may be issued including Euro Commercial Paper Euro

Commercial Deposits Euro Medium Term Notes senior and subordinated
fixed/floating rate notes and

Transferable Deposits The Debt Instrument Program had $U58.0 billion debt securities outstanding at

31 March2010

$US1O billion Commercial Paper Program incorporating Government Guaranteed and unguaranteed
securities under which $US1 .6 billion of debt securities were outstanding at 31 March 2010

$US2O billion Rule 44A/Regulation Medium Tern Note Program incorporating both Government

Guaranteed and unguaranteed securities At 31 March 2010 issuance amounted to $US7.5 billion

under the Rule 44NRegulation Medium Term Note Program

MBL Group accesses the Australian capital markets through the issuance of Negotiable Certificates of

Deposits At 31 March 2010 MBL Group had $A1 .9 billion of these securities outstanding

MBL Group as an ADI has access to liquidity from the Reserve Bank of Australias RBA daily market

operations At 31 March 2010 MBL Group had internally securitised $A1 .6 billion of its own mortgages

61 62 which is form of collateral on the ABAs list of eligible securities for repurchase agreements

Deta8 of teem funding drawn

matuebg beyond one yew
Equity Hybdds Los Cariitai Debt
AS billion Total SA31.2bs

4.4 Funding profile for Banking Group

Funded balance sheet of the banking group

Notes

As at

Mario

SAD

Mar09

$Ab

Funding sources

Wholesale issued paper

Negotiable certificates of deposits 1.8 4.7

Commercat paper 3.0 3.0

Net trade creditors
0.2

Structured notes 2.6 3.7

Secured funding 7.7 5.8

Bonds
14.3 16.9

Other loans 0.2 0.4

Deposits

Retail deposits 15.5 13.4

Corporate and wholesale deposits 4.1 5.2

Loancapital 1.4 1.9

Equity and hybnd 10 8.5 6.4

Total 59.2 61.6

Funded assets

Cash and liquid assets 11 20.1 25.5

Nettradingassets 12 11.3 8.1

Loan assets less than one year 13 6.8 5.6

Loan assets greater than one year 13 21.3 17.9

Assetsheldforsale 14 0.1 0.1

Debt investment secunties 15 2.5 0.6

MBL intra-group loan to MGL 1.2 3.8

Non-Banldrrg Iroup deposit
with MBL 6.8 12.5

Co investment in Macquarie managed funds and equity investments 16 1.6 2.1

Property plant and equipment arid intangibles 1.1 04

Net trade debtors 17 0.1

Total 69.2 61.6

yrs yrs yrs yrs yrs

See Section 4.6 for notes 117

Structured notes

Secured funding

Bonds

Total debt

Loan capital

Equity and hnd
Total funding sources drawn

Undrawn

Total funding sources drawn and undrawn
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1-2 ss yrs yrs yrs yns
As at MariO

1-2yrs 2-3yrs 3-4yrs 4-5yrs 5yrs
Mb Mb Mb Mb Mb

Structured notes

Secured funding 0.1 0.2 0.1 0.1 0.1

Bonds 0.2 0.1 1.1 1.7

Other loans 0.2

Senior credit facility 2.5 2.1

Intra oup loan 1.2

Total debt 2.6 3.7 0.2 1.2 2.0

Loan capital 0.6

Equity 3.3

Total funding sources drawn 2.6 3.7 0.8 1.2 5.3

Undrawn 0.2 0.2

Total funding sources drawn and undrawn 2.8 3.9 0.8 1.2 5.3

Term funding beyond one year excluding equity has weighted average term to maturity of 3.8 years

Debt funding of MGL which primarily funds the activities of the Non-Banking Group includes

Senior Credit Facility which was $A6.9 billion drawn and $A0.7 billion undrawn at 31 March 2010

An intra-group loan from MBL At 31 March 2010 the balance outstanding was $US1 .1 billion This

facility is an unsecured term loan to be repaid by December 2012

In addition to the above facilities other key tools used for accessing funding for the Non-Banking Group

include the following MGL facilities

$US1O billion Rule l44AfRegulation Medium Term Note Program $US2.5 billion was outstanding

under the Rule l44NRegulation Medium Terni Note Program at 31 March 2010

$US1O billion mutli-instrument Regulation Debt Instrument Program under which securities that may
be issued include Euro Commercial Paper Euro Commercial Deposits Euro-Medium Term Notes

senior and subordinated fIxed/floating rate notes and Transferable
Deposits and MGL Wholesale Notes

The Debt Instrument Program had $US605 million debt secuflties outstanding at 31 March 2010

4.6 Explanatory notes concerning funding sources and funded assets

Wholesale issued paper

Unsecured short-term wholesale
funding comprised of both Negotiable Certificates of Deposit and

Commercial Paper

Net trade creditors

Short term working capital balances debtors and creditors are created through the day to day

operations of the Group net funding source or Use will result due to timing differences in cash flows

Structured notes

These are debt instruments on which the return is linked to commodities equities currencies or other

assets They are generally issued as part of structured transactions with clients and are hedged with

positions in
underlying assets or derivative instruments

Secured funding

Certain funding arrangements secured against an asset or pool of assets

Bonds

Unsecured long-term wholesale funding

Other loans

Unsecured loans provided by financial institutions and other counterparties

Senior credit facility

MGLs senior credit facility provided by syndicate of wholesale lenders

Deposits

Unsecured funding from retail corporate and wholesale depositors The Australian Government guarantee is

made available on eligible deposits in MBL

Loan capital

Long term subordinated debt and Convertible Preference Securities

10 Equity and hybrids

Equity balances are comprised of issued capital retained earnings and reserves Hybrid instnimerits

include the MIPS security issues

11 Cash and liquid assets

Funded cash and liquid assets generally consist of amounts due from banks and short-term debt

investment securities available for sale Uquid assets are almost entirely repo eligible with central banks or

are very short dated

12 Net trading assets

The net trading asset balance consists of financial markets and equity trading assets
including the net

derivative position and any margin or collateral balances It also includes trading assets which am hedging
structured notes issued

13 Loan assets

This represents all loans provided to retail and wholesale borrowers in addition to operating lease assets

14 Assets held for sale

These are the net assetsAiabilitles of the held for sale categories on the balance sheet

Debt investment securities

These include various categories of debt securities including asset backed securities bonds commercial

mortgage backed securities and residential mortgage backed secuflties

16 Co-investment in Macquane managed funds and equity investments

These equity securities am held with long term investment horizon and include co-investments in

Macquarie managed funds

17 Net trade debtors

Short-term working capital balances debtors and creditors are created through the day-to-day operations

of the Group net funding use or source will result due to timing differences in cash flows

Dual of teem ftading drawn and committed

but undrawn maturing beyond one year

Equity Loen Capital Debt

SAb Total SAl 4bn
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5.0 Capital 5.0 Capital

continued

5.1 OveMew

As an Australian Prudential Regulation Authority APRA authonsed and regulated Non-Operating Holding

Company MGL is required to hold adequate regulatory capital to cover the risks for the whole Macquarle

Group including the Non-Banking Group Macquarie and APRA have agreed capital adequacy framework

for MGL based on Macquajies Board approved Economic Capital Adequacy Model ECAM and APRAs

capital standards for ADIs

MGLs capital adequacy framework requires it to maintain minimum regulatory capital requirements

calculated as the sum of the dollar value of

MBLs minimum Tier capital requirement based on percentage of risk weighted assets plus Tier

deductions using prevailing APRA ADI Prudential Standards and

The Non Banking Group capital requirement calculated using Macquaries ECAM

Transactions internal to the Macquarie Group are eliminated

Eligible regulatory capital of MGL conslats of ordinary share capital retained earnings and certain reserves

plus eligible hybrid instruments Eligible hybrid instruments currently include the Convertible Preference

Securities CPS issued by MGL in July 2008 as well as the Macquarie Income Securities MIS and

Macquarie Income Preferred Securities MIPS described in further detail below

Macquarie Group regulatory capital Surplus calculation

As at

Mar10 Sep09

SAm

Macquarie Group eligible capital

Bank Gross Tier captal 7930 6971 6547

Non-Bank eligible capital 3880 4512 3627

Elimination of intra group holdings of capital 127

Bigible capital 11.810 11.483 10.247

Macquarie Group capital requirement

BankIng Group

Risk-Weighted Assets lexcluding intra-group expo5resla 46.940 42560 36765

Capital required to cover Risk Weighted
Assetsa 3286 2979 2574

Tier deductions excluding intra group esposures 2466 1925 2136

Banking Group excluding ntra-group exposures 5.752 4904 4710

Non-Banking Group 2094 2086 2401

Total capital requirement 7846 6990 7111

Macguarie Group regulatory capital surplus 3964 4493 3136

to calcutating Macquane Group etgrble capital intra-group hcidings of capital wwtnjments are eliminated

In calculating the Banlang Groups contribution to MGLs capital requirement RWA associated with exposures to the

Non-Bank are eliminated 31 March 2010 $A393 million 30 September 2009 $A500 million and 31 March 2009

$A710 million

At the intemal minimum Tier ratio of the Banlang Group which is 7%
In calculating the Banking Groups contribution to MGLs capital requirement Tier deducCons associated with intra

group exposures are eliminated 31 March 2010 nil 30 September 2009 nil and 31 March 2009 SAl 27 million

5.2 Banking Group capital

Macquarie Bank is accredited by APRA under the Basel II Foundation Internal Ratings Based Approach

FIRB for credit risk the Advanced Measurement Approach AMA for operational risk the internal model

approach for market risk and the internal model approach for interest rate risk in the banking book

These advanced approaches place higher reliance on banks internal capital measures and therefore

require more sophisticated level of risk management and risk measurement practices

APRA requires ADIs to have minimum ratio of capital to risk welghted assets of 8% at both Level

ELE Group and Level Consolidated Banking Group with at least half of this capital in the form of Tier

capital In addition APRA imposes ADI specific minimum capital ratios that may be higher than these levels

The MBL Group internal capital policy set by the Board requires capital floors above the minimum regulatory

required levels

Tier capital

The MBL Groups Tier capital consists of ordinary share capital retained earnings certaln reserves plus

eligible hybrid capital instruments Reserves included in Tier capital are the share based payment reserve

and foreign currency translation reserve The hybrid Tier capital includes MIS and MIPS MBL periodically

pays dMdends to MGL and is recapitalised by MGL as required to support projected business growth

MIS are perpetual instrument with no conversion
rights

MIS were listed for trading on the Australian Stock

Exchange now known as the Australian Securities Exchange on 19 October 1999 and became redeemable

in whole or in part at the Banks discretion on 19 November 2004 MIS distributions are paid quarterly at

floating rate of BBSW plus 1.7% per annum and payment is subject to certain conditions including

profitability of the Bank

MIPS were issued when the London branch of the Bank issued reset subordinated convertible debentures

to Macquarie Capital Funding LP controlled entity of the Bank The convertible debentures currently paya
fixed return of 6.177% until April 2020 On 11 September 2009 307.5 million of MIPS owned by entitles

associated with Macquarie were redeemed and on 29 September 2009 307.5 million of reset convertible

debentures issued by Macquarie Banks London Branch were subsequently redeemed As at 31 March

2010 Macquarie Bank had 42.5 million of MIPS on issue which are held by parties not associated with

Macquarie

Tier capital

The MBL Group Upper Tier capital consists of the portion of MIS and MIPS not eligible for inclusion in

Tier capital and portion of equity reserves The MBL Group Lower Tier capital consists of subordinated

debt issued to financial institutions subject to limits imposed by APRA based on Tier capital Repayment

of this debt is subordinated to the claims of depositors and other creditors but ranks ahead of equity

instruments

During the year ended 31 March 2010 the Group either called or bought back $A463 million of

subordinated debt instruments

Pillar

The APRA Prudential Standard APS 330 Capital Adequacy Public Disclosure of Prudential Information

Pillar details the market disclosure requirements for Australian domiciled banks APS 330 requires

qualitative arid quantitative disclosure of risk management practices and capital adequacy

These disclosures are required to be published within 40 business days of the reporting date and are

available on Macquaries website

Mar09

SAm
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5.0 Capital

continued

Banking Group total capital base

As at Movement

Mar10 Sep09 Mar09 Sep09 Mar09

SAm $Arn SAm

fler capital

Paid-up ordinary share capital 6595 5250 4560 215 45

Reserves 86 186 190

Retained earnings 962 1070 882 10
Innovatise Tier capital 459 465 915

GrossTierl capital 7930 6971 6547 14 21

Deductions from Tier capital

Goodwill 193 135 162 43 19

Deferred tax assets 434 426 53

Changes in the ADIs own creditworthiness on banlang

book liabIlities 49 21 340 133 156

lntangbie component of Investments in non-consolidated

subsideries and other non-Loyal entities 621 139 128

Loan and lease origination fees and commisalons pad to

mortgageoriginatorsarid brokers 132 142 170 22
Holdings of own her capital instruments agreed w/th

APRA 127

Other Tier capital deductions 283 197 357 44 21
Deductions from Tier capital only 1.712 1.060 1337 62 28

50/50 deductions from Tier capital

Non-si.loaldiay entities exceeding prescribed limits 50% 151 119 112 27 35

Non-consolidated subsidiaries 50% 255 283 274 10
.AJl other deductions reisting to securitisation 50% 43 70 74 42
Shortfall in provisions for credit losses 50% 171 256 294 42
Other 50/50 deductions from Tier capital 50% 134 137 172 72

Total 50/50 deductions from Tier capital 754 865 926 13 19
Total Tar capital deductions 2466 1925 2263 28

Net TIer capital 5464 5046 4284 28

T1er2 capital

Upper hier2 capital

Excess Tier capital instruments 204 1CC
Other Upper Tier capital instruments 168 126 86 33 95

Lower Tier capital

Term subordinated debt 1404 1527 1941 28
GrossTier2capital 1572 1653 2231 30
Deductions from Tier capital

Holdings of own Tier capital instruments agreed with

APRA 204 100
50/50 deductions from Tier capItal 754 865 926 13 19

Total Tier capita deductions 754 865 1130 13 33

Netruer2capltal 818 788 1101

Total capital base 6282 5.834 5385 17

indloates that the percentage change in the balance was not meaningful including instances where the percentage

increase was greater than 300% or wi-are the result was gain in one period but loss in another or ace versa

Risk Weighted Assets RWA

Mar 10

Movement

SAm
Sep09

$Pjn

Mar09 Sep09 Mar09

Credit risk RWA

Sublect to FIRB approach

Corporatef

Sovereign 730

12919 9901 18 54

Bank 2324

36 22

Residential mortgage .897 1927

1134 19 105

Other retail

Total RWAsubjectto FlRBapproach

1006 869 680 16 48

Spedalised lending suLect to

19173 13703 11 55

exposures

cnteri

Subject to Standardised approach

2019 3101 49

Corporate 3270 4160

Bank 49

3486 21

Residential mortgage 462

18 172

Other retail 3376

198 197 133 135

Other 2728

2640 2496 28 35

Total RWA to Standardised

2654 3540 23
approach

Credit risk RWA for Seouritisation

9.885

1.019

9655 9737

exposures

Total credit risk FM/A 35117

1199 1074 15

Equity risk exposures RWA 1.715

32046 27615 10 27

Market risk RWA 2.480

1323 1189 30 44

Operational risk RI/VA 6746

1976 2082 26 19

Interest rate risk in banking book RWA
6565 5761 17

APRA
scaling factor 6% applied to IRB

ICC
exposures

Total RWA
1273 1150 822 11 55

Capital ratios

MacquaneBanldngGroupTierl capitalratio% 11.5 11.7 11.4

MacquaneBanl4ngGroupTotalcapitalratio% 13.3 13.6 14.4

incates that the percentage change in the balance was not meaningful including instances where the percentage
Increase was greater than 300% or where the resuit was gain in one period but loss in another or ace versa

Includes $A393 million for exposures to the
Non-Banlring Group 30 September 2009 $A500 million 31 March 2009

5A710 million

Specieiised lendrig exposures suLect to
supervisory slotting criteria are measured using APRA determined risk

wieghtings
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5.3 Non-Banking Group capital

APRA has approved Macquaties ECAM for use in calculating the regulatory capital requirement of the

Non-Banking Group The ECAM is based on similar principles and models as the Basal II regulatory capital

framework for banks with both calculating capital at one year
99.9% confidence level The key features

are

Risk Baselli ECAM

Credit Capital requirement determined by Basal II formula Capital requirement determined by Basel II formula

with some parameters specified by the regulator but with internal estimates of some parameters

e.g loss given default

Equity Simple nsk weight approach or deductions tier Extension of Basal II credit model to cover equity

capital requirement between 24% and 50% of face
exposures Capital requirement between 39% and

valu 82% of face value average 51%

Market times 10 day 99% Value at Risk aRl plus Scenano-based approach Greater capital

specific risk charge requirement than under regulatory regime

Operational Basal II Advanced Measurement Approach Basal II Advanced Measurement Approach

The ECAM also covers insurance underwriting nsk non-traded interest rate nsk and the risk on assets bald as part of

business operations e.g fixed assets goodwill intangible assets capitalised expenses and certain minority stakes in

associated companies or stakes in joint ventures

Assuming an 8% tier ratio the 300% arid 400% risk weightings for equity exposures under Basal II equate to capital

requirement of 24% or 32% Any deductions required for equity exposure are 50/50 tier and tier hence 50%

tier capital requirement

Non Banking Group regulatory capital requirement

The capital requirement of the Non-Banking Group is set out in the table below

As at Msr 10

Capital

Asset requirement Equivalent

$Ab $Am risk weight

Funded assets

Cash and liquid assets 2.1 23 13%

Loan assets 1.4 85 76%

Assets held for sale

Debt investment securities 0.3 17 72%

Co investments in Macquane-managed funds and equity investments 3.8 1685 561

Co investments in Macquane-mansged funds and equity investments ralating to

Directors profit share
0.1

Property plant and equipment and intangiblesa 1.0 276 355%

Non Banlebg Group deposit with MBL 6.9

Net Trading Assets 1.4

Net trade debtors

Total funded assetS 17.0 2086

Self-funded and non-recourse assets

Sell funded trading assets 2.5

Broker setfiement balances 3.8

Derivative revaluation accounting gross-ups 0.0

Worlitng capital assets 2.9

Total self-funded and non-recourse assets 9.2

Total Non-Baniring Group assets 26.2

Off balance sheets
exposures operational market and other risk and

divecsilfcaton offseta

Non-Banking Group capital requirement 2094

Includes leases

component of the intangibles relating to the acquisitions of Onon Finanoal Inc and Tnstone Capital Global Inc are

supported 100% by exchangeable shares These exchangeable shares have not been included in eligible regulatory

capital

Includes capital associated with net trading assets e.g market risk capital net trade debtors and assets bald for sale
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6.0 Balance sheet 6.0 Balance sheet

continued

6.1 Statutory consolidated balance sheet

As at Movement

Mar 10 Sep09 Mar09 Sep09 Mar09

SAm $kn S/wi

Assets

Cash and balances with central banks 141 1C 1C0
Duefrom banks 8251 8936 12271

Cash collateral on securities borrowed and

reverse repurchase agreements 7149 4493 5096 59 40

Trading portfolio assets 12138 14502 9260 16 31

Loan assets held at amoritsed cost 44267 42504 44751

Other financial assets at fair value through profit

or loss 9172 5249 7910 75 16

Derivatka finandsl instruments pcrsitiva values 21561 21441 27428 21
Other assets 13096 13791 10640 23

Investment secuities available for sale 18221 23152 18123 21
Intangible assets 1456 716 759 104 92

Life investment contracts and other unit holder

assets 4846 5066 4314 12

Interests in associates and joint ventures

accounted for uswig the equity method 3927 4931 6123 20 36
Property plant and equipment 605 647 605

Deferred income tax assets 1124 1401 1186 20
Non-current assets and assets of disposal

groupsclassiitedasheldforsale 127 100 537 27 76
Total assets 145940 146931 149144

Liabilities

Duetobanks 9927 10284 11858 16
Cash cofiateral on securities lent and repurchase

agreements 7490 5328 3953 41 89

Trading portfolio liabilities 5432 7368 2161 26 151

Derivative financial instruments negative values 21709 21552 27371 21
Deposits 22484 20692 21868

Debt issued at amortised cost 42614 44896 48270 12
Other financial liabilities at fair value through profit

or loss 4413 5037 6203 12 29
Otherliabilities 12679 12871 10342 23

Current tax liabilities 119 103 187 16 36
Life investment contracts and other unit holder

liabilities 4864 5062 4312 13

Provisions 191 184 189

Deferredincometasliabilities 235 210 12

Liabilities of disposal groups classified as held for

sale 328 97
Total liabilities excluding loan capita

Loan capital

122163 133587 137046

Macquane Convertible Preference Securities 593 591 591

Subordinated debt at amortised cost 916 tOll 1496 39i

Subordinated debt at far value through profit or

loss 499 522 451 11

Total loan capital 2008 2124 2538 21
Totalliabilities 134171 135711 139584

Net assets 11769 11220 9560 23

As at Movement

Mar10 Sep09 Mar09 Sep09 Mar09

SAm S/wi S/wi 96

Equity

Contributed equity

Ordinary share capita

Treasury shares 443

6267 4906 12 42

Exchangeable shares 137 59

Reserves 280 276

116 14 18

Retained eamirigs

17

Total capital and reserves attributable to ordinary

3984 3627 18

equityholdersofMacquaneGroupumfied

Minority interests

11.232 10684 8664 30

Macquane Income Preferred Securities 67 74

Macquane Income Securities 391

83

Otherminorityinterests 79 71

391

Total equity

107 11 26

indicates that the
percentage change in the balance was not meaningful including instances where the percentage

increase was greater than 300% or where the result was gain in one penod but loss in another or vrce versa

Total assets of $A1 45.9 billion at 31 March 2010 were down 2% from $A1 49.1 billion at 31 March 2009
decrease of $A3.2 billion

Improved actMty in global marluats over the past year has resulted in an increase in
trading related balances

including Cash collateral on securities borrowed reverse repurchase agreements up $A2.1 billion and

Trading portfolio assets up $A2.9 billion

Loan assets decreased 1% from $A44.8 billion at 31 March 2009 to $A44.3 billion at 31 March 2010

primarily due to reduction in the Australian mortgage portfolio as the business continued to wind down
this decline has been partially offset by an increase in loan volumes in the Corporate and Asset Finance

dMsion largely due to corporate debts acquired since March 2009 and the acquisition of $A1 .0 billion

portfolio from Ford Credit in October 2009

Amounts due from banks decreased $A4.0 billion since 31 March 2009
mainly due to reduction in liquidity

requirements

Interests in associates and joint ventures using the equity method decreased 36% from $A6 billion at

31 March 2009 to $A3.9 billion 31 March 2010 due to impairments and asset sales recognised during the

year The
strengthening of the Australian Dollar compared with major global currencies

during the year
contributed to reduction in the value of investments held in foreign currencies Additionally some
investments including the previous Macquarie Infrastructure Group Macquane Office Trust and Macqueue

CountryWide Trust were reclassified to Investment securities available for sale when the sale of the

respective fund managers during the period resulted in loss of significant influence over the funds

Intangible assets increased $A697 million from $A759 million at 31 March 2009 to $A1 .5 billion at 31 March

2010 largely due to the acquisition of Delaware Investments in January 2010 Other assets increased

$A2.5 billion from 31 March 2009 to $A13.1 billion at 31 March 2010 mainly due to an increase in unsettled

trades reflecting an increase in global market actMty
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6.0 Balance sheet

continued

Total liabilities excluding loan capitaO decreased 4% from $A1 37.0 billion at 31 March 2009 to

$A1 32.2 billion at 31 March 2010 The main driver of the decrease has been $A5.7 billion reduction in

Debt issued at amortised cost from $A43 billion at 31 March 2009 to $A42.6 billion at 31 March 2010
Movements in trading related balances from 31 March 2009 Cash collateral on securities lent repurchase

agreements up $A3.5 billion and Trading portfolio liabilities up $A3.3 billion have resulted from improved

market conditions compared to the prior year

Total equity has increased $A2.2 billion since 31 March 2009 to $A1 .8 billion at 31 March 2010 The main

drivers of the change has been the share placement and share purchase plan in May 2009 and June 2009

respectively that raised total of $A1 .2 billion of new capital combined with profit for the
year to 31 March

2010 of $A1 050 million These were partially offset by the reduction in Macquarie Income Preferred

Securities of $A331 million and dMdends paid during the year on ordinary share capital of $A409 million

6.2 Loan assets

As at Movement

Mar 10 Sep09 Mar09 Sep09 Mar09

Loan assets at anortised cost

SAm $Mi $Am

per Statutory

sheet

Other loans held at fair value

425 44.8

Operating lease assets

2.9 2.5 67 20

Less loans bad consolidated

1.2 2.0 4Cl

by are

available as security to notehoiders and debt providers

Less segregated funds

15.2 17.0 119.3 11 21

Less margin balances reclassed to

1.3 1.3 2.4 46

Less other reclassification

2.4 1.9 12.1 26 14

Totalperfundedbalancesheet

10.21 101

Mar 10

SAm

25.3

As at

Sep09

SAm

25.3

Mar09

17 17

Movement

Sep09 Mar09

Mortgages

SAm

Australia

United States

2.2 1.8 1.9 22 15

Canada

1.0 1.3 10 31

Margin lending

6.7 5.0 4.0 34 68

Structured investments 4.0

100

Banking 3.6

4.0

3.3

5.2 23

Real estate 0.6 0.9 1.4

Debt markets warehouses

33 57

Resourcesandconmodities

0.4 100 100

Corporate and Asset Finance leasing 3.7

1.3 1.5 31 13

Corporate and Asset Finance lending

3.7 32

38 1.4 34 264

Otherlending

Total

1.0

29.5

1.2 0.9 17 11
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6.0 Balance sheet

continued

6.3 Equity investments

Equity investments are reported in the following categories in the statutory balance sheet

Other financial assets at fair value through profit or loss

Investment securities available for sale

Investment in associatea

Assets and disposal groups held for sale

The classification is driven by combination of the level of influence Macquarie has over the investment and

managements intention with respect to the holding of the asset in the short term For the purpose of

analysis equity investments have been re-grouped into the following categories

Investments in Macquarie-managed funds

Other investments not held for sale or are not investments in Macquarie-managed funds

Held for- sale investments

Equity investments reconciliation

Mat

MariO Sep09 MsrOe

SAm SAn SAm

Equity investments excluding held for sale

Statutory balance sheet

Equity investments within other financial sssets st fsir value through proa or loss 1254 1183 2196

Equity investments within investment securities svailsble tor sale 1345 721 814

Interests in associates and joint ventures accounted for uang the equity method 3927 4931 6123

Total equity investments per statutory balance sheet 6526 ee35 9133

Adjustment for funded balance sheet

Equity hedge positions 1.0301 10001 119511

Total tunded equity investments 5496 5835 7182

Adjustments for equity investments analysis

Available tor sate reserves2 36 172 1105

Assodates reserves4 37 93 85

Total adjusted equity investments 5497 5756 7162

Held for sale investments

Net assets of
disposal groups dassited as held for sale 118 00 209

Total equity investments including held for sale investments 5615 5856 7371

These relate to assets held for the
purposes of economically hedging Macqueries tar valued liabilities to extemal parSes

anshig from various equity linked instruments and have been exduded from the enalyals of equity investment exposures

Avallable for sale reserves that will be released to income upon realisation of the investment

Associates reserves that will be released to income upon realisatlon of the investment

The adjusted book value represents the total net exposure to Macquarie

Adjusted bock value of equity investments by category

Mat
Mar10 Sep09 Mar09

Macquarie-managed funds

SAm SAn

DUET Gmup

Macquarie DDR Trust

15 15 15

Macquarie Infrastructure company

Macquane Aitas Roads Umited

60 38 61

Macquane International Infrastructure Fund

60

Macquarie Korea Infrastructure Fund

55 71 aS

Total listed

55 55 60

Macquarie capital managed funds

unlisted

266 181 229

Macquarts capital managed tunda

Other Macquaiie managed tunda

521 772 949

Total funds

388 301 359

managed

Other investments

1175 1264 1S37

Finance investment funds management and

Transport industrial and infrastructure

748 702 910

Real estate

2242 2302 2295

Debt investment entities

547 778 941

Energy and resources

225 253 284

Telecommunications internet media and entertanment

289 230 533

Total Other investments

271 237 662

Held for sale investments

4322 4502 5625

Total equity investments including held for sale investments

118 100 209

The categories of equity investments above have been restated to reflect listed fund initiatives during the

year ended 31 March 2010 The equity investments in these funds are now shown in thelr respective

industry categories
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7.0 Funds management

6.4 Maturity analysis of monetary assets and liabilities

The table below details the maturity distribution of selected monetary assets and liabilities Maturities

represent the remaining contractual maturity as at 31 March 2010 to the repayment date

As at Mar 10

months No

months to 12 year to Over maturity

At call or less months years years specified Total

SAm SAm SAm SAm $m SAm SAm

Assets

Cash and balances with central banks

Due from banks 5345 2308 204 234 160 8.251

Cash collateral on securites borrowed and

reverse repurchase agreements 1.067 6013 69 7.149

Trading portfolio assets 12138 12138

Loan assets held at amortised cost 2.203 2574 2179 1S03 5810 28269

Other financial assets at fair value through

profit or loss 1291 1396 4346 2139 9.172

Debt investment securities available for sale 3.820 2287 7.752 3.017 16876

Life investment contracts and other unit

holder investment assets 100 551 41 21 4133 4846

Seb-total monetary assets 8715 28695 6176 27856 11126 4133 86.701

Loan assets held at amortised coat by SPEs 1209 3.214 8691 2884 15.998

Total monetary assets 8715 29904 9390 36547 14.010 4.138 102699

Liabilities

Duetobanks 318 175 2788 5430 1216 9927

Cash collateral on securities lent and

reprschase agreements 109 7331 50 7490

Trading portfolio abilities 5432 5432

Deposits 13958 4488 2334 1018 706 22484

Debt issued at amortised cost 4927 1422 19536 2310 28195

Other financial liabilities at fair value through

profit or lass 68 1370 1615 1160 200 4.413

Life investment contracts and other unit

holder liabilities 4864 4864

Macquane Convertible preference Securities 593 593

Subordinated debt at amortised cost 916 916

Subordinated debt affair value through profit

ortoss 499 499

Sub-total
monetary liabilities 14453 23703 8209 27737 5847 4864 84813

Debt issued at smortised cost by SPEst

Total
monetary liabilities

1307 4480 7228 1.404 14419

14453 25010 12689 34965 7251 4864 99.232

The life business offers an investment linked product Policy holders are pnmanly exposed to the liquidity nsk on life

investment contract assets Macquane is subtect to the liquidity nsk on the surphjs in the life investment contract

statutory funds

Loan assets held at amortised cost by SPEs are shown at expected repayment matunties and debt issued at amortised

cost by SPEs which includes non-recourse warehouses are shown at expected extinguishment matunties

Macquane Convertible Preference Securities are mandatonly converted into Macquane ordinary shares subject
to certain

conditions being satisfied or redeemed subiect to certan approvals on 30 June 2013

Subordinated debt is shown at contractual maturities although call options available may lead to earlier repayment at the

discretion of the consolidated entity and subject to /aPRA approval

7.1 Assets under management
As at Movement

Mar10 Sep09 Mar09 Sep09 iMar09

SAm $Am SAn

Assets under management by group

Macquarie Funds 209894 57966 49656 262

Macquane Capital 96452 130677 159509 261 40
Banking and Financial Services 14318 16992 19178 16 25
Real Estate Banking 5045 10663 14761 5f 65
Total assets under management 325709 216266 243104 34

Assets under management by region

Australia 68522 66719 86032 20 20
Americas 176818 45791 65453 286 219

EuropeAfricsandMiddleEast 64561 70772 83113 22
Asia Pacific 15808 14006 18506 13 15
Totalassetsundermanagement 325709 216288 243104 51 34

Assets under management by industry sector

Investment funds 224213 74948 68834 199 226

Energyand utilities 39396 41119 48726 19
Roads 18936 26492 32999 29
Communications infrastructure 16140 16684 21246 24
Other 8696 12376 14288 30 39
Transport and related services 8.107 9303 11537 13 3Q
Axports 3908 18535 20895 79 81
Commercial real estate 2839 8888 11626 E8 76
Retail real estate 1740 6056 8349 71 79
Tounsnvleisure and residential real estate 1352 1261 4278 66
Industrial real estate 382 637 328 40 16

Totalassetsundermanagernent 325709 216288 243104 51 34

indicates that the percentage change in the balance was not meaningful including instances where the percentage

increase was greater than 300% or where the result was gain in one penod but loss in another or nice versa

The Mscquarie Cash Management Trust included in Banking and Financial Services Assets under Management above

isa Banking and Financial Services product that is managed by Macquarie Funds Group The Cash Management Trust

closed at $A10.o billion at 31 March 201030 September 2009 $A12.6 billion 31 March 2009 $A14.7

Assets under Management of $A325.7 billion at 31 March 2010 increased 34% from $A243.1 billion at

31 March 2009 The increase was driven by Macquarle Funds Groups acquisition of Delaware Investments

which added $A1 51 .1 billion to Assets under Management at 31 March 2010 This was partially offset by

reduction in Assets under Management due to listed fund initiatives including Macquatie Airports Macquarle

Infrastructure Group and the sale of the majority of the Real Estate funds management platform to Charter

Hail Group The
strengthening of the Australian dollar against mor global currencies resulted in lower asset

values for offshore assets
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7.0 Funds management
continued

The table below shciw more detailed breakdown of Assets under Management For Macquarte Capita

refer Section 7.2 for disclosure of Equity under Management The earning of base fees is closely aligned with

the Assets under Management measure for funds in Reel Estate Banking Macquane Funds and Banking

and Finariciai Services

As at Movement

Mar 10 Sep09 Mar09 Sep09 Mar09

SAm SAm SPas

Macquane Funds

Macquarie Dalaware 151129

Rxed interest currency and commodities 41529 43287 34895 19

listed equities 9857 7372 6842 34 44

Investment soluitoris and sales 2226 2041 2848 22
Infrastructure secLirities 2188 2233 1990 10

Funds of prisate equity funds 1362 1168 1217 17 12

Real estate securities 1241 1419 1225 13
Fundsofhedgeftmnds 382 436 459 17 21
Other Macquarie funds 180 1X
Total Macqueue Funds 209894 57956 49656 262

Banking and Financial Services

Mscquaiie Cash Management Trust 9960 12589 14692 21 32
Macquanta Pastoral Fund 509 521 434 77

Other unlisted Banking and Fatancial Services 3849 3852 4052

Total Banking and Financial Services

Real Estate Banking

14318 16992 19178 16 25

Macquarie Office Trust 5155 6546 laO 100

J-FtEP managed funds2 218 245 375 if 42
Macquane Central Office Corporate Restructuring REIT 211 151 100 1OCf

Unlisted Real Estate funds 4827 506 27X59 37

Total Real Estate Banlring 5045 1066314761 53 j56

Total Macquarie Capital AIiM refer BUM Section 7.2 96.452 130677159509 26
Totalassetsundermanagement 325709 216288 243104 51 .34

indicates that the percieritage change at the balance was not meaningful indudlog instances where the percentage

increase was greater than 300% or where the result was gain in one period but loss in another or ce versa

J-REP Co lJmnrtted is listed fund manager on the Tokyo Stock Exchange Through nt venture with Goodman

Group Macquane acquired an interest in REP in June 2007 and therefore Its funds management acitvities

7.2 Equity under Management

The Macquarie Capita Funds business tracks Its funds under management using an Equity under

Management measure Base management fee income is closely aligned with Equity under Management

Equity under Management dIffers from the Assets undor Management measure whith real estate funds and

other Macquarts managed funds use to detenritne base fee income Equity under Management is

determined as follows

Type of equity investment Basis of Equity under Management calculation

Usted equity Market caprtalisation at the measurement date pitis underwritten or committed

______
future capital raisings for listed funds and face value for hybrid instruments

Unlisted equity Committed capital from investors at the measurement date less called capital

subsequently returned to atvestors for urthsted funds

Invested capital at measurement date for managed businesses

Managed businesses includes third party equity invested in Macquane Capital Funds managed businesses where

management teas may be payable to Macquane

If the fund is managed through joint venture with another party the Equity under Management amount is

weighted based on Macquartss proportionate economic interest in the joint venture management entity

Equity under Management by type and region

Equity under Management by type

Listed equity

Unlisted equity

Total Macquane Capital Funds SUM

Equity under Management by region2

Australia

International

Europe Africa and Middle East

Ameitcas

Asia Pacific

As at2

MariO Sep09 Mar09

SAm 5Am SAm

18336 19990 20992

12376 11771 13954

3546 3442 4040

34258 35203 38986

38577 50025 53263

Excludes equity invested by Maciguana Group in businesses managed by Macquarts Capital Funds

Where funds Equity under Management is denominafed in foreign currency amounts are translated to Australen

clotars at trw excrmange rate prevailing at the measurement late

By location of fund management team

3577 11186 9923

35000 38539 43340

38.577 50025 53.263

Total International

Total Macquarts Capital Funds EUM

4.319 14822 14277

81 82



8.0 Glossary

Macwane Grotç Lnted

8.0 Glossary

continued

Management Dissension and kiaiyds

Entities invoised in conducting insurance funds management and non flnanciet

operations including special purpose vehicles SPv that are not consolidated for

regulatory the APRA reporting group

An option wtsch has an exercise pnce
that is less than the average share pnce

for the period Only dlutrve options have an impact on the calculation of diluted

earnings per share

The plan thst provides shareholders with the opportunity to rainvest pert or all of

their dividends as additional shares in Macquerie with no transection coats

Exposure at Defsutt the gross exposure under tecility the amount that is

legally owed to the ADI upon default of an obligor

Deconsolidated entities

Dilutive option

Dividend reinvestment plan RP

EAD

ADI Authorrsed Deposit-taking Institution

AGAAP Australian Generally Accepted Accounting Pnncipiea

AMA Advanced Measurement Approach for determining operational risk

APRA Australian Prudential Reguietion Authority

Asset under management AUM AUM is metric that provides
consistent beax for measunng Macquanes

tunds management activities AUM ix calculated as the proportional ownership

interest in the undertyng assets of funds and mandsted assets that Macquene

actively manages for the purpose of wealth creation adtuxted to exclude cross

holisngx in fundx and reflect Macquenex proporfional ownership interest ot the

tund manager

Assets under management by

region

AUM by region is defined by the location of the assets as opposed to the

domicile of the fund or fund manager

Associates Associates are entities over which Mecquene has significant influence but not

control Investments in associates mey be further classified as HFS associates

HFS invextmentx are those that have high probability
of being sold within

months to extemal parties Associates thst are not held tor sale are camed at

cost and equity-accounted Macquaries thereof the inveatmentx post-

acquisition profits or oases ix recognised in the income statement and its share

of post acquisition movements in reserves is recognised within equity

ASX Australian Securities Exchange formerly Australian Stock Exchange

AVS Aveitable for sale

AVS assets are investments where Mecquerie does not have significant

influence or control and are intended to be held tor an indefinite period AVS

investments are initially recognised at cost and revalued in subsequent penodx

to recognise changes in the assets tar value with these revalualions included in

the AVS reserve in equity It and when the AVS asset ix sold or impalred the

cumulative unrealised gan or loss will be recognised in the income statement

CDO Coflateraliaed debt obligation

CLO Cotateralised loan obligation

CollectIve allowance for credit

losses

The provision ralating to loan losses inherent in loan porttolio that have not yet

been specifically identfied

Contingent lIabilities Defined in AASB 137 Proaeionx Contingent Liabilities and Contingent Assets

as possible obligation that asses from past events and whose esstence will be

confirmed only by the occurrence or non-occurrence of one or more uncertaln

future events not wholly within the control of the entity ore present obligation

that arises from past eventx but is not recognised because it ix not probable to

occur or the amount cannot be reliably measured

CPS Convertible Preference Securities

Credit Equivalent Amount CEA The on balance sheet equivalent value of an off balance sheet tmnssction

Earninga on capital and certain

corporate income items

Total operating income includes the income generated by Macquanex

operating groups income from the investment of Macquanex capital and

certain items of operating income not attributed to Macqueries operating

groups Earnings on capital and certaln corpomte income tame ix total

operating income legs the operating income generated by Macquaries

operating group

Earnings per share performance measure that measures earnings attnbutable to each ordinary

share defined in AASB 133 Earnings Per Share

ECAI External Credit Assessment Iratitution

ECAM Economic Capital Adequacy Model

Effective tax rate The income tax expense as percentage of the profit before income tax

adusted for MIS and MIPS distnbutions paid or provided

EL Expected Loss which isa function of PD and LGD

ELE Extended Licensed Entity is an entity that is treated as part of the ADI Level

for the purpose of measuring the ADIs capital adequacy and exposures to

related enttiea The criterion for qualification as an ELE ix detaled in the APRA

Prudential Standards

Equity under management EUM Refer definition in Section 7.2

ERL Equity Risk Limit Board impoxed limit by which equity risk positions are

managed

Expense/Income ratio Total operating expensex expressed ass percentage of total operating income

Fair value through profit or loss Other financial assets at fair value through pro or loss include those financial

assets that contain embedded denvatsiex which must be otherelse separated

and carried at fair value if it is part of group of financial aaaetx managed and

evaluated on far value basis

Fee and commission Income Fee and commission revenue less fee and commiasion expenses

FIRB Foundation Internal Ratings Based Approach whereby PD and Maturity are

internally estimeted by the AOl and LGD is set by APRA
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The potentiat loan that Macqusile would incur as result of default by an

obligor excluding the impact of netting and credit risk mitigation

Headcount includes both permanent ataff full time part time and fIxed term

hires and contract cr5 Qnduding consultants and aecondees It excludes

temporary staff staff on leave without
pay and staff on parental leave

l-leadcount gures include employees of Macquarie Group subsidiaries except

where the entity ia acquired with the intention of disposal i.e businesses held

for dee

Infernal Capital Adequacy Assessment Process

Interest revenue less interest expense

International income provides consistent basis for determining the size of

Macquarias operations outside of Australia Operating income is classif ad as

international with reference to the geographic location from which the

operating income is generated This mey not be the same geographic location

where the operating income is recognised For exwnpie operating income

generated by work performed for cHants based overseas but recognised in

Australia for stat utory reporting purposes would be clessifed as international

income Income from funds management sctMfies is allocated by reference to

the location of the funds assets

Initial public offering

MBL its parent Mscquarie BH Pty Limited and MBLs subsidianes but excluding

deconsolidafed entities for APRA reporting purposes

MGL and ifs subsidiaries

Loss given default is defined as the economic loan which arises upon default of

the obligor

On 22 September 2004 Macqusrie Capital Funding LP Mscquerie Group

entity estsbfished to facilitate capital raising issued 350 million of her

Capital-Efigibie Securities Mscquarie Income Preferred Securities The

securities guaranteed non-cumulative step-up perpetual preferred securities

will pay 6.177% semi-arxrual non cumulative fixed rate distnbution They are

perpetual securities and have no fixed maturity but may be redeemed on

15 April2020 sf Macqusries discretion If

redemption is not alecfed on this

date the distribution rate will be reset to 2.35% per annum above the then five-

year benchmark starting gilt rate The securities may be redeemed on each fifth

anniversary thereafter at Macqueries discretion The first coupon was paid on

15 April 2005 The issue is reflected in Mscqusries financial statements as an

outside equity interest of the economic entity with distributions bang recorded

to the outside equity interest

On 11 September 2009 307 million nf MIPS owned by entities associated

with Macquane were redeemed and on 29 September 2009 307.5 million of

reset convertible debentures issued by Mscquane Banks London branch were

subsequently redeemed As at 31 March 2010 Mscqusrle Bank had

42.5 million of MIPS on issue which are hald by parties not associated with

Mscquarie

The impact on the income statement of loan amounts provided for or wnften off

dunng the penod net of the
recovery of any such amounts which were

prenrously wnff en-off or provided for out of the income statement

Total equity less Macquane Income Securities less Minority Interest less the

ordinary sharefulure Income Tas Benefit plus the Deterred Tas Liability less Intanç

Non-GAAP metrics include financial measures ratios and other intormsf ion that

are either not required or defined under Australian Accounting Standards

Operating income includes net interest income Qnferest revenue less interest

expense net
trading income fee and commission income share of net profits of

associates and dim ventures net germs and losses from the sale of investments

or the deconsolidatbn of controfed entities dtadends and distributions recerved/

receivable other sundry income items and is net of impairment charges
Operating income is reported in Macqueries statutory income statement

Operating espenses indudes employments expenses including stsff profit

sharing expense brokerage and commission expenses occupancy expenses

including premises rental expense non salary technology expenses
professional fees frsval and communication expenses and other sundry

expenses Operating expenses are reported in Macqueries statutory income
statement

Gross credit risk exposure

Headcount

IOAAP

Interest Income

International income

IPO

Level MBL
Regulatory Group

Macquarle Income Securities gallS The Macqusne Income Securities MIS are perpetual and
carry no conversion

rights Distributions are pad quarterly based on
floating rate of BBSW plus

1.7% Sublect to limitations on the amount of hybeds aligible for inclusion as
iler

Capital they quality as lher
Capital They are treated as equity in the

balance sheet There are four million $A100 face value MIS on issue

Managed assets Managed assets include third party equity invested in assets managed by

Macquane Capital Funds where management fees may be payable to

Mscquane and assets hald directly by Mscqusrie acquired with view that they

may be sold into new or existing funds managed by Macqusile Capital Funds
This measure excludes assets of Mscquene-msnsged funds

MBI Mscquane Bank Intemafional Limited

MBL Mscquane Bank Limited

MGL
Mscquarie Group Limited

Level Regulatory Group

LGD

Net loan losses

Macquarle Income Preferred

Securities MIPS

NM tangible assets per ordinary

share

Non-OMP metrics

Operating income

Operating expenses

Other operating income and

charges

Probability of Default PD

Potential Credit Exposure PCE

REIT

Return on equity

Other revenue less other expenses This captures income that does not ft into

and charges one of the other statutory categories i.e interest income fee and

commission income or trading income

Likelihood of default by an obligor on its financial obligations

Potential exposures atsing on transaction calculated as the notional principal

amount mufliplied by credif conversion factor specified by APRA

Real Estate Investment Trust

The profit after income tan sttributsble to Mscquanes ordinary shareholders

expressed as an annuatsed
percentage of the average ordinary equity over the

ralevant penod less the
average balances of AVS end cash flow hedging

reserves
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9.0 Ten year history

With the exception of 31 March 2005 the financial information presented below has been based on the

accounting standards adopted at each
reporting date The financial information for the periods ended

31 March 2005 and later are based on results reported under International Financial Reporting Standards

and their related pronouncements

Financial performance $A million

Total income from ordinary actaities

Total expenses from
ordinary activitres

Profit from ordinary act vales before income tax

Income tax expense

Profit from ordinary activities after income tax

Profit attnbutable to minority interests

Prof from ordinary actMties after income tax attributable to ordinary equity holders

Financial position $A million

Total assets

Total liabilities

Net assets

Total loan assets

Impaired assets net of provisional

2001 2002

Share informattona

Cash dpidends per share cents per share

Interim

Final

41

52

41

52

Special

Total 93 93

Basic earnings per share cents per share 138.9 132.8

Share
price

at end of period 27.63 33.26

Ordinary share capital million sharese 175.9 198.5

Market capitahsation at end of period fully paid ordinary shares $A million 4860 6602

Net taneible assets per ordinary share $id 5.15 7.94

Ratios

Return on average ordinary shareholders funds 27.1 18.7

DMdend payout ratio 67.5 73.6

Expenseincome ratio 80.3 80.5

Net loan fusses/loan assets excluding securitisation SPV5 and segregated

future funds 0.1 0.2

Assets under management SA billion 309 41.3

Staff numberstm 4467 4726

Macquanes ordinary shares were listed on the Australisn Stock Exchange on 29 July 1996

Number of fuly paid ordinary shares at end of period exoluding options and partly paid shares

Net tangible assets includes intangibles net of associated deferred tax assets and deferred liabilities within assets and

disposal groups heki for sale

The special dMdend for 2003 was paid to release one oft franking credits to shareholders on entry into tax consolidation

Excluding the special dividend of 50 cents per share the Dividend payout ratio would have been 56.8%

The methodology used to calculate assets under management was revised in September 2005 Comparatsies at

31 March 2005 have been restated in accordance with the revised methodology

fi
Includes both permanent staff full time part time and fixed term and contractors including consultants and secondees

Risic-weighted assets RWA nsk based measure of an entitys exposures which is used in assessing its

overall capital adequacy

SPys Special purpose vehicles or secuntisation vehicles

Subordinated debt Debt issued by Macquane for which agreements between Macqueue and the

lenders provide in the event of liquidation that the entifement of such lenders to

repayment of the principal sum and interest thereon is and shall at all times be

and remain subordinated to the rights
of all other present and future creditors of

Macquane Subordinated debt is classified as liabilities in the Macquane financial

statements and may be included in Tier Capital

Tier Capital capital measure defined by APRA compnsing the highest quality components

of capital that fully satisfy all the following essential charactenatics

provide permanent and unrestricted commitment of funds

are freely available to absorb losses

do not impose any unavoidable servicing charge against earnings and

rank behind the claims of depositors arid other creditors in the event of winding

up

Tier Capital Deductions An amount deducted in determining Tier Capital as defined in Prudential

Standard APS 111 Capital Adequacy Measurement of Capital tier deductions

are draded into deductions from tier capital only paragraph 44 and other

50/50 deductions from tier capital paragraph 461

Tier Capital ratio tier Capital expressed asa percentage of RWA

Tier Capital capital measure defined by APRA comprising other components of capital

which contnbute to the strength of the entity

TIer Capital DeductIons An amount deducted in tier Capital as defined in Prudential Standard APS 111

Capital Adequacy Measurement of Capital Tier deductions are divided into

deductions from tier capital only paragraph 45 and other 50/50 deductions

from tier capital paragraph 46

Total Capital Ratio Total Capital expressed as percentage of RWA

Trading Income Income that represents realised or unreafised gains and losses that relate to

financial markets products This income does not necessarily relate to trading in

such products and may anse through the manufacturing of new financat

products by bnnging together eissting financial instruments

Upper Tier CapitaJ Refer Tier Capital

1.649

1324

325

1531

272

30
242

1822

1467

355

76

279

29
250

27848

26510

1.338

7785

31

30234

27817

2417

9209

49
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Year ended 31 March

2003 2004 2005 2006 2007 2008 2009 2010

2155 2823 4197 4832 7181 8248 5526 6638

1695 2138 3039 3546 5253 6043 4537 5344
460 685 1158 1287 1928 2205 989 1294

96 161 288 290 377 317 15 201
364 524 870 997 1551 1888 974 1093

31 30 58 81 88 85 103 43
333 494 812 916 1463 1803 871 1050

32462 43771 67980 106211 136389 167250 149144 145940

29877 40938 63555 100874 128870 157189 139584 134171
2585 2633 4425 5337 7519 10061 9560 11769

9839 10777 28425 34999 45796 52407 44751 44267

16 61 42 85 88 165 952 647

41 52 61 90 125 145 145 86

52 70 100 125 190 200 40 100

50 40

143 122 201 215 315 345 185 186

164.8 233.0 369.6 400.3 591.6 670.6 309.6 320.2

24.70 35.80 48.03 64.68 82.75 52.82 27.05 47.25

204.5 215.9 223.7 232.4 253.9 274.6 283.4 344.2

5061 7729 10744 15032 21010 14504 7666 16266

8.23 10.72 13.97 16.63 22.86 28.18 23.72 25.82

18.0 22.3 29.8 26.0 28.1 23.7 9.9 10.0

87.4d 53.2 63.2 54.4 54.3 52.2 60.2 60.4

78.7 75.7 72.4 73.4 73.2 73.3 82.1 80.5

0.0 0.3 0.2 0.2 0.1 0.3 1.9 0.8

52.3 62.6 96.7 140.3 197.2 232.0 243.1 325.7

4839 5716 6556 8183 10023 13107 12716 14657

This page has been intentionally left blank
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No.1 Martin Place Telephone 61 2182323333
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Sydney NSW 1164

May 2010

Company Announcements

ASX Limited

Section 259C Exemption Notice MQG

Macquarie Life Limited MLL and MQ Portfolio Management Limited MQPML wholly

owned subsidiaries of Macquarie Group Limited Macquarie have been granted exemption from

compliance with section 259C of the Corporations Act 2001 Cth allowing them to invest in

Macquarie shares

he exemptions were granted by the Australian Securities and Investments Commission and are

subject to certain conditions One of these conditions is that Macquarie discloses the information

below to the Australian Securities Lxchange Limited on fortnightly basis

As at Ma 2010 in respect of MQPML the percentage of Macquarie voting shares

over which MQPML has the power to control voting or disposal was 0007% and

underlying any options derivatives and conditional agreements held by MQPML was 0%

As at May 2010 in respect of MLL the percentage of Macquarie voting shares

over shich MLL has the power to control voting or disposal was 00l4% and

underlying any options derivatises and conditional agreements held by MLL ssas 0%

Yours faithfully

Dennis Leong

Secretary

Phone 1-61 8232 9739

Fax 61 282324437

Email Substantial Floldings@macquarie.com



Document furnished to United States

Securities and Exchange Commission by

Notice of Directors Interests Macquarie Group Limited

Section 205G of the Corpcration8 Act 2001

To Australian Secuilties Exchange Limited sx File Number 082-35128

Company Announcements Office

41h Floor 20 Bridge Street Sydney NSW
Fax 1300300021

Updating Notice

Section 205G4

Name of Director Richard Sheppard

Name of Company Macquarie Bank Limited

A.B.N 48 008 583 542

Date of last notification to ASX March 2010 re the Macquarie Group Employee

Retained Equity Plan This Is the first notice

regarding the Macquarie Nine Film Teiesion
Investment Fund

Date directors interest changed 30 June 2002

disclose the following information to ASX

Section 205G1a

interest Cltcumstancas giving rise to relevant

Interest

have relevant Interest ln the following

securities of the company or related body 49000 Macquarie Nine Film Television

corporate Investment Fund shares acquired for $1 per

share on 30 June 2002

Type of security

Macquarie Nine Film Television Investment

Fund ordinary shares

Number of securities

49000

Direct or Indirect Holding
Direct holding _____________

Section 205G1b

have an interest in the following contracts to which am party of under which am entitled

to benefit that confer right to call for or delhier shares in debentures of or Interests in

managed investment scheme made available by the company or related body corporate

N/A ____ ______ ________________

Sign here ____________________________ Date ________________ Director

Notices for Mr Sheppard were previously lodged under ASX listing rule 3.19A As an

ASX Debt Listing listing rule 3.1 SA does not apply to Macquarie Rank Limited and this

lodgement Is being made pursuant to section 205G of the Corporations Act
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Document furnished to United StatesABN 94 122 169 279

Securities and Exchange Commission

bi
No.1 Martin Place

Macquarie Group LimitedSydney NSW 2000

GPO Box 4294

Sydney NSW 1164

AUSTRALIA

Telephone 61 8232 3333

Facsimile 61 8232 7780

Internet http/twww macquane.com.au

FUe Number O825
yi

MACQUARIE

SYDNEY 30 April 2010 Macquarie Group Limited ASX MQG ADR MQBKY today

announced that Macquarie Bank Limited Macquarie has acquired portfolio of retail auto

leases and loans from GMAC Australia the Australian auto finance subsidiary of GMAC

The portfolio comprised of loans and leases for approximately 60000 cars has value of

approximately $A1 billion and is being purchased at an undisclosed discount which reflects

an appropriate risk adjusted return

The portfolio will be managed by Macquarie Leasing division of Corporate and Asset

Finance CAF CAF is Macquaries finance and asset management services business

and had assets and leases under management of $A13.6 billion as at 31 March 2010

covering sectors including information technology communications security medical

manufacturing energy motor vehicles rail and aviation engines The acquisition

consolidates OAFs position as one of the larger independent providers of leases and

loans for automobiles in Australia with approximately 260000 contracts

Macquarie Group Chief Financial Officer Greg Ward said Several motor vehicle

financiers including GMAC ceased originating retail and wholesale new business in

Australia during 2008 and 2009 Macquaries purchase of the GMAC Australia portfolio

follows our purchase of the $A1 billion Ford Credit Australia portfolio in October 2009

During the past seven months Macquarie has purchased total of 120000 auto leases

and loans in Australia valued at around $A2 billion

ASXIMedia Release

Inc

MACQUARIE ACQUIRES GMAC AUSTRALIAS
AUTO FINANCE PORTFOLIO



Macquarie Group Llmfted

Since its inception in 1998 Macquarie Leasing has focused on providing financing to small

to medium enterprises Macquarie Leasing has grown each year and during the past 12

months wrote new business of $A1 .8 billion with the majority of contracts being for motor

vehicle finance

About Macquarie

Macquarie Group Macquarie is global provider of banking financial advisory

investment and funds management services Macquaries main business focus is making

returns by providing diversified range of services to clients Macquarie acts on behalf of

institutional corporate and retail clients and counterparties around the world Macquarie

Group Limited is listed in Australia ASXMQG ADRMQBKY and is regulated by APRA

the Australian banking regulator as the owner of Macquarie Bank Limited an authorised

deposit taker Founded in 1969 Macquarie employs more than 14600 people

in approximately 70 office locations in 28 countries At 31 March 2010 Macquarie had

assets under management of $A326 billion

Contacts

Stuart Green Macquarie Group Investor Relations 612 8232 8845

Fiona Tyndall Macquarie Group Corporate Communications 612 8232 9323
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Document furnished to United States

No.1 Martin Place Telephone 61 8232 3333

Sydney NSW 2000 Facsimile 61 28232 4330 SecurIties and Exchange Commission by
GPO Box 4294 Internet http/iwww.macquarie.com.au

Sydney NSW 1164

Macquane Group LimitedAUSTRALIA

FUe Number 082-35128

30 April 2010

Dear Macquarie Group Limited Shareholder

CHANGES TO DMDEND REINVESTMENT PLAN

am writing to notify you that Macquarie Group Limited Macquarie is making changes to the

Macquarie Dividend Reinvestment Plan DRP The DRP provides ordinary shareholders with

the choice of applying dividends on their ordinary shares to acquiring fully paid ordinary shares

in Macquarie rather than receiving those dividends directly in cash

Under the DRP Rules the Board of Macquarie may from time to time vary the level of discount

to the Market Value as defined in the DRP Rules of ordinary Macquarie shares acquired under

the DRP The discount has recently been 2.5 per cent Following the most recent review of

Macquaries capital position the Board has determined that there will be no discount to the

Market Value for shares allocated under the DRP until further notice This change is effective

for the 2010 final dividend to be paid on July 2010

The Board has also approved changes to the DRP Rules These changes will not apply for the

full year dividend to be paid on July 2010 but will apply from July 2010 The main changes

will enable shares to be purchased on market for allocation under the DRP as an alternative to

Macquarie issuing new shares The other changes relate to

the method for determining the Market Value of shares allocated under the DRP

the requirements for DRP participants to notify Macquarie of changes to their participation

in the DRP

the requirements on Macquarie to notify DRP participants of changes to the DRP

If you wish to commence participation or vary your level of participation in the DRP for the next

dividend payment in July 2010 you must do so by no later than 5.00 pm Sydney time on 14

May 2010 Please contact Computershare on 1300 554 096 or alternatively you can go online

to www.investorcentre.com/au please see the steps outlined overleaf

copy of the revised DRP Rules can be obtained from Macquaries Shareholder Centre on

our website at macquarie.com.au or by calling Computershare on 1300 554 096 If you have

any questions please contact Computershare on this number or one of Macquaries investor

relations staff on 02 8232 5006

Yours faithfully

Dennis Leong

Comoany Secretary

MACQUARIE



Macquarie Group Limited

How to participate or vary participation in the DRP or provide your Direct Credit instructions

online

Please follow the steps below to login

Logon to www.investorcentre.com/au

Click on Holding Enquiry on the right hand side of the page

new window will open requiring the following details to be entered

Type MOO in the Company field

Type your Socurityholder Reference Number SRN or Holder Identification Number HIN
in the SRN/HIN/Holder Number field SRNs begin with the letter and HINs begin with

the letter

If the registered address for your securityholding is within Australia enter the Postcode

that is currently registered

If the registered address is outside Australia leave the Postcode field blank and select

the registered country from the Country if outside Australia field

Enter the security code displayed in the box and after reading and agreeing to the Investor

Centre Single Holding service Terms and Conditions tick the box to indicate you have

done so before clicking on Login

new window will open and display the Holding Summary page

To participate or vary participation in the DRP

From the Holding Summary page under the heading Account Details click Amend on

the right hand side of Reinvestment Plans

When the Reinvestment Plans page displays click apply on the right hand side

Read the DRP Plan Rules booklet and if you agree tick Agree and click the Next

button

Tick the participation you prefer from the Options menu and follow the rest of the

instructions

Please note participation in the DRP is offered to all shareholders who are citizens or

residents of Australia or New Zealand Participation is not offered to shareholder who
is not citizen or resident of Australia or New Zealand or to shareholders acting on

behalf of another person who is not citizen of Australia or New Zealand

To provide Direct Credit details

From the Holding Summary page under the heading Account Details click Amend on

the right hand side of Payment Instructions

When the Payment Instructions page displays select Australian Direct Credit then click

next on the right hand side

Complete Payment Details and follow the rest of the instructions

At the end of the process you will receive confirmation receipt number
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ABN 94 122 169 279
Document furnished to United States

Securities and Exchange Commission by

No Martin Place Telephone 61 8232 3333 Treasury 3600 Facsir4Uat1e Group Limed

Sydney NSW 2000 Facsimile 61 282327780 Foreign Ex ange 8232 3666 Facsimile 8232 3019

GPO Sox 4294 Telex 122246 Metals and lining 8232 3444 Facsimile 8232 3590

Sydney NSW 1164 Internet http//WWW.macquarie.com.au
Futures 92 1028 Telex 72263

DX 10287 SSE Debt Marke 8232 8569 mil 8232 8341

SWiFT MACQAU2S Agricultural
ommodities 2951 28

30 April 2010

Company Announcements Office

Australian Securities Exchange

20 Bridge Street

Sydney NSW 2000

M6CQUARIE

NOTIFICATION OF PRICING PERIOD FOR THE MACQUARIE GROUP LIMITED

DIVIDEND REINVESTMENT PLAN DRP

Macquarie Group Limited MQG Macquarie advises that in accordance with the existing

DRP Rules the pricing period for the issue of fully paid ordinary Macquarie shares Shares

under the Macquarie DRP for the next dividend will be the volume weighted average price of

Shares sold on ASX on the record date of the dividend 14 May 2010 and the four following

business days

Yours sincerely

Dennis Leong

Company Secretary

cag_cosec_syd_prdI2l 9227_I



Macquarie Group Limited

ABN 94 122 169 279 Docunent furnished to United States
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AUSTRALIA

File Number 082-
/7

MACQUARIE

MACQUARIE GROUP EMPLOYEE RETAINED EQUITY PLAN MEREP

30 April 2010 Following approval of changes to its remuneration arrangements by

Macquarie Group Limited ASX MQG ADR MQBKY shareholders on 17 December

2009 Macquarie now invests significant proportion of employees profit share that is

retained each year in an employee equity plan the MEREP Staff promoted to Director

level effective July 2010 will also be granted equity awards under the MEREP

To date the Macquarie shares required for the delivery of MEREP awards have been

issued by Macquarie For the retained profit share and promotion awards for the financial

year ending 31 March 2010 FY10 the required shares will be bought on-market except

for the proposed MEREP awards for the Managing Director which will be subject to

shareholder approval

The shares will be acquired by the MEREP Trustee from 10 May 2010 up to 30 June 2010

MEREP Buying Period Macquarie currently expects that approximately $255 million at

the current market price will be allocated for the purchase of shares over the MEREP

Buying Period for FY10 retained profit share and promotion awards The corresponding

MEREP awards will vest over periods from three to five years for most Executive

Directors three to seven years for members of the Executive Committee and Designated

Executive Directors members of the Operations Review Committee and other Executive

Directors with significant management or risk responsibility and two to four years for other

staff and for awards to staff promoted to Director level

The number of awards that will be allocated in respect of retained profit share will be

calculated by dividing the retained profit share amount for each employee adjusted for

any applicable employee on-costs by the average price at which Macquarie shares are

acquired on-market over the MEREP Buying Period Conversion Price

-J

ASXIMedia Release
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Further shares will also be purchased on-market or issued from time to time as MEREP

awards are made to new Macquarie staff

As described in the Remuneration Report in Macquaries 2010 Annual Report and as

previously described in the notice for Macquaries General Meeting held in December

2009 at which the MEREP was approved by shareholders an amount of the Managing

Directors retained profit share for FY10 must be allocated to the MEREP Managing

Directors FY10 Contribution It is currently proposed that shares will be issued by

Macquarie for the purpose of these MEREP Restricted Share Unit awards Shares This

is because the allocation of these awards and the issue of the underlying Shares will be

subject to shareholder approval at the Macquarie 2010 Annual General Meeting AGM
which will be held after the Buying Period for awards to other staff

The Shares issued will be fully paid ordinary MQG shares and will be issued to the

MEREP Trustee at the closing price of Macquarie shares on the day before the awards

are issued The maximum number of Shares that may be issued is proposed to be

determined by dividing the Managing Directors FY10 Contribution by the Conversion

Price Further information on these proposed MEREP awards will be contained in the

Notice of Macquaries 2010 AGM

Contacts

Stuart Green Macquarie Group Investor Relations 612 8232 8845

Lisa Jamieson Macquarie Group Corporate Communications 612 8232 6016
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MACQUARIE

MACQUARIE GROUP ANNOUNCES $A1.05B FULL YEAR PROFIT

Key points

Full year net profit after tax $A1.05 billion up 21% on FY09

Operating income $A6.6 billion up 20% on FY09

Operating income before write-downs impairments equity accounted

gains/losses and one-off items down 2% on FY09 to $A7.0 billion after the

impact of movements in foreign exchange rates

Net impact of write-downs impairments equity accounted gainsllosses and

one-off items of $A388 million

Assets under management $A326 billion

Group capital of $A11.8 billion $A4.0 billion in excess of Groups minimum

regulatory capital requirement

Return on equity 10.0% up from 9.9% in FY09

EPS $A3.20 up 3% on FY09

Final dividend $A1.00 per share unfranked making full year dividend $A1.86

per share unf ranked

Employment expenses of $A3.1 billion compensation ratio 43%

SYDNEY 30 April 2010 Macquarie Group Limited ASXMQG ADR MQBKY today

announced net profit after tax attributable to ordinary shareholders for the year to 31

March 2010 FY10 of $A1.05 billion an increase of 21% on the 2009 financial year

FY09

Macquarie Group Managing Director and Chief Executive Officer Nicholas Moore said

Our FY10 result reflects improved market conditions and the diversification and global

reach of our businesses International income accounted for 52% of total income

Each of our operating businesses delivered improved results on the prior year Operating

conditions continued to improve during the year leading to greater activity across many of

our businesses

During the year Macquarie businesses continued to evolve to reflect our clients needs

We expanded our global presence and product offering by organically growing existing

ASXIMedia Release
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businesses and made number of strategic acquisitions predominantly in North America

and Europe

While we have deployed funding during the period for business initiatives and

acquisitions we have continued to maintain conservative approach to capital and

funding Mr Moore said

As foreshadowed the FYI result had fewer writedowns impairments equity accounted

gains and losses and one-off items and higher employment expenses than FY09 The

result was also impacted by the cost of excess liquidity on the balance sheet

Assets under management AUM at 31 March 2010 increased significantly to $A326

billion predominantly reflecting the acquisition of Delaware Investments in January 2010

The Group declared final dividend of $A1 .00 per ordinary share unfranked up from the

$A0.86 per ordinary share dividend unfranked paid in the first half and up from the $A0.40

60% franked per ordinary share final 2009 dividend The total dividend for the year is

$AI.86 per ordinary share FY09 $A1.85 unfranked The record date is 14 May 2010 and

the dividend payment date for the final dividend is July 2010

Strong funding and balance sheet position

Macquarie Group has long-term policy of holding level of capital which efficiently

supports its businesses The capital base is grown ahead of business requirements

Group capital at 31 March 2010 was $A1 1.8 billion which was $A4.0 billion in excess of

the Groups minimum regulatory capital requirement Macquarie Banks tier capital ratio

was 11.5% up from 11.4% at 31 March 2009

Mr Moore said Macquarie remains very well funded Our term assets are covered by

term funding and equity and we have continued to grow our deposit base

Retail deposits increased to $A15.5 billion at March 2010 from $A13.9 billion at

September 2009 and $A13.4 billion at March 2009

On April 22 Macquarie Cash Management Trust CMT unit holders overwhelmingly

approved the transfer of funds to the Macquarie Cash Management Account CMA
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effective 31 July 2010 Total funds under management in the Macquarie CMT as at 31

March 2010 were $A9.5 billion.1

In addition active liability management activities during the year resulted in the buyback of

approximately 158 million of hybrid capital securities and $USIOO million of subordinated

debt

Proposed regulatory changes are likely to result in higher capital and tighter liquidity

requirements for the banking sector Macquarie continues to monitor regulatory and other

market developments and remains well capitalised and well funded

Key drivers of the result

Macquarie Group Chief Financial Officer Greg Ward said Over the past financial year

Macquaries operating groups and divisions sought opportunities arising from generally

improving market conditions

Cash equities were well up on the prior year due to improved equity markets and there

were strong contributions from debt markets and the new credit trading business

The metals and energy capital business was up on the prior year and the Corporate and

Asset Finance Division recorded significant growth in corporate lending activities

Equity capital markets activity was good and corporate finance and advisory deal flow was

reasonable although slightly down on the prior year Mr Ward said

Growth in unlisted funds businesses continued with new offerings in Mexico Russia and

Africa

There were one-off gains realised from initiatives undertaken by the listed funds including

the internalisation of the management of Macquarie Airports Macquarie Leisure Trust and

Macquarie Media Group the restructure of Macquarie Infrastructure Group and the sale of

Australian REIT investments to Charter Hall Group One-off gains were also realised from

the financing of Macquarie Income Preferred Securities and buy-back of subordinated

debt offset by substantial negative fair value adjustment on fixed rate issued debt

This represents CMT balance at 31 March 2010 of $A1 0.0 billion net of amounts on deposit with

Macquarie Bank Limited $A0.5 billion
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Writedowns provisions and net equity accounted losses totalled $A96 million in the

second half down from $A758 million in the first half

As foreshadowed at last years result the compensation ratio is returning to historical

levels rising to 43% for the year from 41% in the 2009 year There was also an increase in

the effective tax rate to 16% up from 2% in the previous year largely due to lower level

of writedowns and impairment charges in FY10 compared to FY09 The result was also

impacted by the conservative positioning of the balance sheet

As result of number of acquisitions and the selective hiring of individuals and teams

during the year staff numbers exceeded 14600 at 31 March 2010 up from approximately

12700 at 30 September 2009 with more than 7300 staff now employed in Macquarie

offices outside Australia

Outlook

Market conditions continue to improve but continuing uncertainty makes forecasting

difficult

Mr Moore said Subject to market conditions we currently expect improved operating

results for all of our businesses in FY11 compared to FY10

In relation to FYI trading it is likely that the income statement will be characterised by

fewer one-off items e.g assets sales writedowns and provisions as seen in the second

half of FY10 the compensation ratio being consistent with historical levels and continued

higher cost of funding reflecting market conditions and high liquidity levels including the

recent CMT/CMA initiative

The balance sheet is likely to be characterised initially by high cash balances as result

of the CMT/CMA initiative continued deployment of cash balance across the businesses

and maintenance of equity investments at or below existing levels

In addition to market conditions the FYI result remains subject to range of other

challenges including increased competition across all markets the cost of maintaining

conservative approach to funding and capital and regulation including the potential for

regulatory changes to impact flows to capital markets

Mr Moore said Over the medium-term we continue to be well placed due to the global

depth and reach of our businesses the diversification of business mix strong committed
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team with interests aligned to shareholders strong balance sheet capital and funding

position and effective risk management

Subject to economic activity continuing to increase across all major markets we expect

continued growth in revenue and earnings across most businesses over time and

continued growth in our global businesses driven by expanding our strong client

franchise he said

Full year result overview

Total operating income from ordinary activities for the period increased 20% on the prior

year to $A6.6 billion Operating income before write-downs impairments equity

accounted gains and losses and one-off items was down 2% on the prior year to $A7.0

billion after the impact of the movements in foreign exchange rates

Performance of operating groups during the year

Macquarie Securities Group contributed $A580 million to total profit from operating

groups up from $A275 million in the prior year Net trading income was up 17% on

the prior year with strong contribution from arbitrage trading activities as result

of favourable spreads in exchange traded instruments particularly in Taiwanese

Indian and Korean markets Brokerage and commission income was up 4% on the

prior year due to continued growth in US and European businesses the impact of

recent acquisitions including FPK and Tristone and increased market share in

Asia ASX turnover was up 3% on the prior year while Asia excluding Japan

market turnover was up 11% on the prior year Other fee and commission income

was up 69% on the prior year with strong equity capital markets activity in

Australia Asia and Canada Operating expenses were down 16% on prior year

driven by lower average headcount expense rationalisation and lower brokerage

and commissions expense due to lower trading volumes and reduced brokerage

rates

Macquarie Capital contributed $A657 million to total profit from operating groups

up from $A257 million in the prior year Advisory activity was up on the prior year

although average deal size was down with 448 deals valued at approx $A121

billion 299 deals valued at approx $A203 billion in the prior year Interest

expense was down 33% on the prior year driven by lower interest rates Base fees

were down 12% on the prior year while equity investment income was down 70%

in line with reduction in asset sales Gains on fund initiatives totalled $A572
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million while writedowns and impairment charges totalled $A362 million Expenses

were down 18% on prior year due to reduction in average headcount

Macquarie Funds Group contributed $A95 million to total profit from operating

groups up from $A45 million in the prior year The acquisition of Delaware

Investments in January 2010 resulted in increased AUM $A151 billion at March

2010 and increased headcount by 521 Base fees were up 65% on the prior year

driven by an increase in AUM while other income benefitted from positive

revaluations on seed investments that are carried at fair value Operating

expenses were up due to the Delaware acquisition but were down 16% excluding

Delaware due to lower employment costs and commission expenses

Fixed Income Currencies and Commodities Group contributed $A827 million to

total profit from operating groups up from $A509 million in the prior year

Commodities trading income was up 10% on the prior year driven by consolidation

and growth of the Macquarie Energy franchise in the US gas and power business

and the recovery of metal prices particularly gold prices The contribution from

Agricultural Commodities was broadly in line with the prior year Foreign exchange

income was down 43% on the prior year due to significant reduction in volatility

and turnover in global foreign exchange markets and strong AUD placing

additional downward pressure on foreign exchange revenues Interest rate

products income was up significantly on the prior year with substantial

contribution from the emerging markets and credit trading businesses and

improved Australian debt market conditions Expenses were up 23% on prior year

driven by increased average headcount

Corporate and Asset Finance contributed $A264 million to total profit from

operating groups up from $A66 million in the prior year Interest income was up

significantly due to increased loan and finance lease portfolios of $A12.9 billion at

March 2010 up from $A6.9 billion in the prior year as result of increased

corporate lending and the acquisition of the $A1 billion Ford Credit portfolio in

October 2009 Operating lease income was down 40% on prior year due to

decrease in the operating lease portfolio from $A1 .4 billion at March 2009 to

$A692 million at March 2010 Impairment charges were slightly higher largely due

to collective provisioning resulting from substantial growth in the loan and lease

portfolios Operating expenses were up 33%



Macquarie Group Limited

The Real Estate Banking division contributed loss of $A1 52 million to total profit

from operating groups compared with loss of $A362 million in the prior year

driven by significant reduction in writedowns and impairment charges Base and

performance fee income was up on the prior year due to the sale of the Macquarie

Central Office CR-REIT Kukdong building in Korea $A33 million loss was

recorded on the sale of A-REIT investments to Charter Hall in March 2010 which

is part of the profitable transaction booked in Macquarie Capital Writedowns and

impairment charges of $A1 10 million mainly related to equity investments and

loans Operating expenses were down 45% due to lower headcount

The Banking and Financial Services Group contributed $A261 million to total profit

from operating groups compared with loss of $A99 million the prior year which

included the loss on the sale of the Italian mortgages portfolio Retail deposits

were up 16% to $A15.5 billion at March 2010 due to focus on cash offerings

including the Cash Management Account The Australian mortgage portfolio was

down from $A18.3 billion at March 2009 to $A14.3 billion at March 2010

Brokerage and commissions income increased 13% on the prior year due to the

acquisition of Blackmont Capital in December 2009 and improved equity market

conditions Platform and other fee and commission income rose 10% on the prior

year with funds under administration on the Australian Wrap platform of $A22.5

billion at 31 March 2010 Writedowns impairment charges of $A53 million were

predominantly in relation to loan impairments

Contacts

Stuart Green Macquarie Group Investor Relations 612 8232 8845

Karen Khadi Macquarie Group Investor Relations 612 8232 3548

Paula Hannaford Macquarie Group Corporate Communications 612 8232 4102
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Details of the reporting penod and the previous corresponding period

Current period April 2009 to 31 March 2010

Prior corresponding period April 2008 to 31 March 2009

Results for announcement to the market

Year ended Year ended

31 March 2010 31 March 2009 Change

$m $m

2.1

2.2

2.3

2.4

Key information

Net operating income 6638 5526 20%

Profit from ordinary actMties after tax 1093 974 12%

Profit attributable to ordinary equity holders

of Macquarie Group Umited 050 871 21%

Amount per Franked amount

Dividends Security per security

Interim dividend 86 cents NiI%

Final dividend declared not yet provided at 31 March 2010 100 cents Nil%

2.5 Record date for determining entitlements to the dividends

Record date for the final ordinary dividend is 14 May 2010

2.6 Commentary

The financial report for the year ended 31 March 2010 and the results reported herein are prepared in accordance with

Australian Accounting Standards which includes Australian Interpretations by virtue of MSB 1048 the Corporations

Act 2001 and the Banking Act 1959 Compliance with Australian Accounting Standards ensures that the financial report

complies with International Financial Reporting Standards

Review of operations and financial result

Consolidated net profit after income tax attributable to ordinary equity holders for the year ended 31 March 2010 was

$1050 million 21 percent increase from $871 million in the prior year

The effective tax rate for the year ended 31 March 2010 was 16 percent up from percent in the prior year The

increase was largely due to lower level of write-downs and impairment charges in the year to 31 March 2010

compared to the prior year

The effectrve tax rate before the impact of write-downs and impairment charges is relatively stable compared to the

prior year

The year ended 31 March 2010 included significant write-downs impairment charges net equity accounted losses

$854 million negative fair value adjustment on fixed rate issued debt $255 million gains from liability management

Macquarie Income Preferred Securities $127 million and subordinated debt $55 million and gains from fund initiatives

totalling $539 million During the year the consolidated entity acquired Tristone Capital August 2009 Fox-Pitt Kelton

Cochran Caronia WaIler November 2009 Blackmont Capital December 2010 and Delaware Investments January

2010

Earnings per share increased from $3.10 in the prior year to $3.20 for the year ended 31 March 2010 The final

dividend of $1.00 per share unfranked brings the total dividends for the year ended 31 March 2010 to $1.86 per share

unfranked up from $1.85 per share in the prior year and resulted in full year dividend payout ratio of 60 percent

In May 2009 the consolidated entity undertook $540 million capital raising via an institutional private placement and in

June 2009 completed $669 million share purchase plan These capital initiatives combined with the increase in profit

attributable to ordinary equity holders resulted in return on equity for the year ended 31 March 2010 of 10.0 percent

up from 9.9 percent for the prior year

Total operating income for the year ended 31 March 2010 was $6638 million 20 percent increase on the prior years

operating income of $5526 million The main drivers of this change were increased operating income from Fixed

Income Currencies and Commodities and the cash equities business in Macquarie Securities Group combined with an

overall reduction in the level of write-downs impairment charges and net equity accounted losses

Total operating expenses for the year ended 31 March 2010 were $5344 million an increase of 18 percent from

$4537 million in the prior year The change was largely driven by 31 percent increase in employment costs which

also resulted in an increase to the compensation ratio from 40.7 percent in the prior year to 42.9 percent for the year to

31 March2010

Macquarie Group Limited Appendix 4E Annual Report for the financial year ended 31 March 2010
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Review of operations and financial result continued

Assets under Management AUM of $325.7 billion at 31 March 2010 increased 34 percent from $243.1 billion at

31 March 2009 The increase was driven by Macquarie Funds Groups acquisition of Delaware Investments which

added $151 .1 billion to assets under management at 31 March 2010 This was offset by reduction in AUM due to

fund initiatives including Macquarie Airports Macquarie Infrastructure Group and the sale of Real Estate assets to

Charter Hall The strengthening of the Australian dollar against major global currencies resulted in lower asset values for

offshore assets

Review of financial position

Macquarie Groups liquidity risk management framework operated effectively throughout the year ensuring funding

requirements were met and sufficient liquidity was maintained despite the challenging credit market conditions Cash

and liquid assets decreased from $30 billion at 31 March 2009 to $22 billion at 31 March 2010 Cash and liquid asset

holdings now represent over 30 per cent of Macquarie Groups net funded assets

The consolidated entitys capital management policy is to be conservatively capitalised and to maintain diversified

funding sources in order to support business initiatives particularly specialised funds and offshore expansion whilst

maintaining counterparty and client confidence

As an Australian Prudential Regulation Authority APRA authorised and regulated non-operating holding company

NOHC Macquarie is required to hold adequate regulatory capital to cover the risks for the whole Macquarie Group

including the NonBanking Group APRA is still developing its policy framework for supervising NOHC5 Macquarie and

APRA have agreed an interim capital adequacy framework for Macquarie based on Macquarie Groups Board

approved Economic Capital Model and APRAs capital standards for ADls This will apply until APRAs capital rules for

NOHC5 are finalised and implemented

Macquarie Groups capital adequacy framework requires it to maintain minimum regulatory capital requirements Level

MCR calculated as the sum of the dollar value of

MBLs minimum Tier capital requirement based on percentage of risk weighted assets RWA5 plus her

deductions using prevailing APRA ADI Prudential Standards

The NonAOl Group capital requirement using Macquarie Groups Economic Capital Adequacy Model adjusted for the

capital impact of transactions internal to the Macquarie Group

The consolidated entity has satisfied its externally imposed capital requirements throughout the year At 31 March 2010

the Macquarie Bank consolidated entity had Tier Capital Ratio of 11.5 per cent and total capital ratio of 13.3 per

cent The Macquarie consolidated entity remains well capitalised with $4.0 billion of
eligible capital

in excess of the

Level MCR

Events subsequent to balance date

Following approval by unitholders on 22 April 2010 investments in the Macquarie Cash Management Trust CMT will

be converted to an at call account with Macquarie Bank The conversion is scheduled to take place in July 2010 At

the current time total funds under management in the Macquarie CMT are $10 billion The funds transferred to the

consolidated entity will form part of the consolidated entitys overall funding pool

At the date of this report the Directors are not aware of any other matter or circumstance which has arisen that has

significantly affected or may significantly affect the operations of the Group the results of those operations or the state

of affairs of the Group in the financial years subsequent to 31 March 2010 not otherwise disclosed in this report

Consolidated statement of financial position

Refer to the 2010 Financial Report

Consolidated income statement

Refer to the 2010 Financial Report

Consolidated statement of cash flows

Refer to the 2010 Financial Report

Dividend details

Year ended Year ended

31 March 2010 31 March 2009

Sm

Ordinary share capital

2010 interim dMdend paid

86 2009 145 cents per share 287 410

2009 final dMdend paid

40 2008 200 cents per share 122 552

Interim dividend paid by the consolidated entity includes $1 million 2009$2 million of dividends paid to the holders of

exchangeable shares
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Final dividend paid by the consolidated entity includes $1 million 200953 million of dividends paid to the holders of

exchangeable shares

The final dividend paid during the financial year was 60 per cent franked at the 30 per cent corporate tax rate full year

to 31 March 2009 100 per cent franked at 30 per cent corporate tax rate The interim dMdend paid during the

financial year was unfranked half year to 31 March 2009 80 per cent franked at the 30 per cent corporate tax rate

The dividends paid to holders of exchangeable shares were not franked

There is no provision for final dividend in respect of the financial year ended 31 March 2010 Provisions for dividends

to be paid by the Company are recognised on the balance sheet as liability and reduction in retained earnings when

the dividend has been declared

Since the end of the financial year the Directors have recommended the payment of the 2010 final dividend of $1.00

per fully paid ordinary share unfranked The entire unfranked portion of the dividend is Conduit Foreign Income The

aggregate amount of the proposed dividend is expected to be paid on July 2010 from retained profits at 31 March

2010 but not recognised as liability at the end of the financial year is $347 million including $3 million to be paid by

subsidiary to the holders of the exchangeable shares This amount has been estimated based on the number of shares

eligible to participate as at 31 March 2010

Macquarie Income Securities

Distributions paid during the financial year ended 31 March 2010 net of distributions previously provided were $16

million 2009 $28 million Distributions provided at 31 March 2010 were $5 million 2009 $5 million which were paid

on 15 April 2010

Macquarie Income Preferred Securities

Distributions paid during the financial year ended 31 March 2010 net of distributions previously provided were $6

million 2009 $33 million Distributions provided at 31 March 2010 were $2 million 2009 $12 million which were paid

on 15 April 2010

The Macquarie Income Preferred Securities and Macquarie Income Securities represent minority interest of

subsidiary Accordingly the distributions paid/provided in respect of these are recorded as movement in minority

interest

Dividend or distribution reinvestment plan details

The Companys Dividend Reinvestment Plan DRP remains activated The DRP is optional and offers ordinary

shareholders in Australia and New Zealand the opportunity to acquire fully paid ordinary shares in the Company
without transaction costs at the prevailing market price The previous discount of 2.5 per cent to the market value has

been removed shareholder can elect to participate in or terminate their involvement in the DRP at any time Election

notices for participation in the DRP in relation to the final dividend to be paid on July 2010 must be received by the

registry by 500 pm on 14 May 2010 to be effective for that dividend

Retained earnings

Year ended Year ended

31 March 2010 31 March 2009

Sm Sm

Balance at the beginning of the financial year 3627 3718

Profit from ordinary activities after tax 1093 974

Distributions paid or provided on Macquarie Income Securities 21 33

Distributions paid or provided on Macquarie Income Preferred Securities 45

Distributions paid or provided on other minority interests 14 25
Dividends paid on ordinary share capital 409 962
Total retained earnings 4268 3627

Macquarle Group Limited Appendix 4E Annual Report for the financial year ended 31 March 2010
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Net tangible assets per ordinary share

Year ended Year ended

31 March 2010 31 March 2009

Security

Ordinary shares 25.82 23.72

Net tangible assets include intangibles net of associated deferred tax assets and deferred liabilities within assets and

disposal groups held for sale

Excluding intangible assets within held for sale businesses the net tangible assets per ordinary security for the year

ended 31 March 2010 was $25.82 2009 $23.50

10 Control gained or lost over entities in the financial year and those having material effect

Name of entities where control was gained in the financial year Date control gained

Tristone Capital Global Inc 31 August 2009

FoxPitt Kelton Cochran Caronia Wailer LLC 30 November 2009

Blackmont Capital Inc 31 December 2009

Delaware Investments January 2010

The above entities did not contribute materially to the consolidated entitys profit from ordinary activities

Name of entities where control was lost in the financial year Date control lost

Macquarie Communications Infrastructure Management IJmited 22 July 2009

The above entity did not contribute materially to the consolidated entitys profit from ordinary activities during the period

they were controlled

11 Investments in associates and joint ventures

Name Ownership interest

Material interests in associates and joint ventures are as follows

C/ass/f led as associates and joint ventures using the equity method

Brisconnections Unit Trusts 46

Diversified CMBS Investments Inc 57

European Directories SA 14

Macquarie AirFinance Limited 38

MAp Airports 22

MGPA Umited 56

Miclyn Express Offshore Limited 34

Macquarie European Infrastructure Fund LP

Macquarie Goodman Japan Umited 50

Macquarie Infrastructure Company

Southern Cross Media Group 25

MAIP International Holdings Ltd 25

New World Gaming Partners Holdings British Columbia Limited 31

Redford Australian Investment Trust2a 25

C/assihOd as associates held for sale

Retirement Villages Group RE Urrted 10

The consolidated entity recognised losses of associates and joint ventures using the equity method of $230 million in

the year ended 31 March 2010 2009 $74 million profit
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12 Other information

For more detailed information on the consolidated entitys financial performance and financial position refer to the 2010

Management Discussion Analysis

13 Foreign entities

Not applicable

14 Commentary on results for the financial year

Refer to the 2010 Management Discussion Analysis for details

15 Audited report

The report is based on audited accounts The audit opinion is unqualified

16 Statement if Financial Report is not audited

Not applicable as the Financial Report is audited

17 Statement if Financial Report is audited

The Financial Report has been audited and is not subject to disputes or qualifications
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