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CERTAIN DEFINITIONS

In this Disclosure Report (U.S. Version) for the fisca year ended March 31, 2014 (this “Report”), unless
otherwise specified or the context otherwise requires:

“AASB” means the Australian Accounting Standards Board;

“ABN" means Australian Business Number;

“ACCC” means the Australian Competition and Consumer Commission and its successors;

“ADI” means an institution that is an authorized deposit-taking institution under the Australian Banking
Act and regulated as such by APRA;

“AGAAP" means Australian GAAP that also ensures compliance with International Financial Reporting
Standards as issued by the International Accounting Standards Board;

“alternative asset funds’ means specific asset class investor funds, which are listed or unlisted in different
regions and span such sectors as. (i) infrastructure and related sectors (toll roads, airports, communications
infrastructure, energy utilities and other asset classes); (ii) sector-specific rea estate assets (retail, office,
industrial and commercia); and (iii) private equity and development capital;

“AML-CTF Act” means the Anti Money Laundering and Counter-Terrorism Financing Act 2006 of
Australia;

“APRA” means the Australian Prudential Regulation Authority and its successors;
“AS C” means the Australian Securities and Investments Commission and its successors;
“Asset and Liability Committee” means the committee established by the Executive Committee with

responsibility for oversight of asset and liability management, liquidity policy compliance, liquidity
scenario analysis and contingency planning;

“Assets under Management” is a non-GAAP financial measure we use that calculates the value of the
proportional ownership interest in assets of funds managed by entitiesin MBL Group or the Non-Banking
Group, as applicable, plus other assets managed on behalf of third parties, see “Financial information
presentation — Non-GAAP financial measures’;

“ASX” means the Australian Securities Exchange operated by ASX Limited and its successors,
“Australian Banking Act” means the Banking Act 1959 of Australig;

“Australian Corporations Act” means the Corporations Act 2001 of Australia;

“A$" or “$” meansthe Australian dollar and “US$’ meansthe U.S. dollar;

“Bank” and “MBL" each means Macquarie Bank Limited (ABN 46 008 583 542) (an ADI) and includes its
predecessors and successors, and “MBL Group” means MBL and its controlled entities;

“Banking Group” or “Bank Group” means Banking Holdco and the group of existing and future
subsidiaries of that intermediate subsidiary, including the Bank, that constitutes the Banking Group as
described herein;

“Banking Holdco” means Macquarie B.H. Pty Ltd (ABN 86 124 071 432), the intermediate holding
company established as a subsidiary of MGL and as the immediate parent of MBL as part of the
Restructure;
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e “CMA’" means Cash Management Accounts,
e “Commonwealth” and “Australia” each means the Commonwealth of Australia;

o “controlled entities” means those entities (including specia purpose entities) over which another party has
the power to govern, directly or indirectly, decision making in relation to financial and operating policies,
S0 asto require that entity to conform with such controlling party’ s objectives;

e “CPS’ means Macquarie Convertible Preference Securities;
e “ECS’ means Exchangeable Capital Securities;

e “ELE" means an Extended Licensed Entity (as defined in APRA prudential regulation) which is an ADI,
such as the Bank, and any subsidiaries considered by APRA to be operating as a division of the ADI itsdlf.
In order to be part of the ELE, a subsidiary must, among other things: (i) not have liabilities to entities
outside the ELE, including to third parties, where those liabilities exceed 5% of the subsidiary’s assets;
(i) not undertake business that is not permitted by ADIs; (iii) be wholly-owned by the ADI itself or another
ELE subsidiary; (iv) be entirely funded by the ADI; (v) face no regulatory or legal barriers to transferring
assets back to the ADI; and (vi) have only the ADI’ s directors or senior managers on its board of directors;

e “Equity under Management” is a non-GAAP financia measure we use that aggregates the market
capitalization of listed funds managed by entities in the Non-Banking Group, committed capital from
investors in unlisted funds, the face value of hybrid instruments and invested capital in managed assets, see
“Financial information presentation — Non-GAAP financial measures’;

e “Exchange Act” means the U.S. Securities Exchange Act of 1934, as amended,;

e “Executive Committee” means the committee established and chaired by the managing director of MGL
focusing on avariety of businessissues, including key risks faced across the organization;

e “FCA” meansthe United Kingdom Financial Conduct Authority;
e ‘“financial statements’ means our historical financial statements;

e “FIRB” meansthe foundation internal ratings-based approach under Basdl I11;

o “GAAP” means generally accepted accounting principles,

e ‘“historical financial statements’ means our 2014 annua financia statements, our 2013 annua financia
statements and our 2012 annual financial statements;

e “|ASB" meansthe International Accounting Standards Board;
e “IFRS' means Internationa Financial Reporting Standards;

e ‘“international income” is a non-GAAP financial measure we use that means net operating income
(excluding earnings on capital and other corporate items) derived from our operations outside Australia, or
in Australia for non-Australian clients and counterparties, see “Financial information presentation — Non-
GAAP financia measures— International income”;

e “Macquarie Capital” means, following the reorganizations of operating groups within MGL Group
described below under “Macquarie Group Limited — Operating groups — Macquarie Capital”, the
Macquarie Capital Advisers division and certain activities of Fixed Income, Currencies & Commodities
that transferred to the Non-Banking Group as part of the Restructure;

e “managed assets’ means third party equity invested in assets managed by Macquarie Infrastructure and
Real Assets where management fees may be payable to us and assets held directly by us acquired with a
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view that they may be sold into new or existing funds managed by Macquarie Infrastructure and Real
Assets;

e “MBIL" means Macquarie Bank International Limited;

e “MBL LB" meansthe London branch of MBL;

e “MCEL" means Macquarie Capital (Europe) Limited;

e “MCN" means Macquarie Group Capital Notes;

e “MEREP” means Macquarie Group Employee Retained Equity Plan;

e “MGL" means Macquarie Group Limited (ABN 94 122 169 279), the authorized NOHC for the Banking
Group and the Non-Banking Group, and includes its predecessors and its successors, as more fully
described herein;

e “MGL Group”, “we”, “our” and “us’ means MGL and its controlled entities, including MBL Group;

e “MGL’sU.S Investors Website” means MGL's U.S. investors website at
http://www.macquarie.com/mgl/com/us/usinvestors/mgl;

e “MIS means Macquarie Income Securities;

e “MIPS’ means Macquarie Income Preferred Securities;

e “net operating income”, an Australian GAAP financial measure, includes net interest income (interest
income less interest expense), trading income, fee and commission income, share of net profits of
associates and joint ventures, net gains and losses from the sale of investments or the deconsolidation of

controlled entities, dividends and distributions received/receivable, and other sundry income items, and is
net of impairment charges and is reported in the income statement in our financial statements;

e “NOHC" means an authorized non-operating holding company of an ADI;

e “NOHC Authority” means the authority to be a non-operating holding company of an ADI granted to MGL
by APRA on September 5, 2007;

e “Non-Banking Group” or “Non-Bank Group” means Non-Banking Holdco and the group of existing and
future subsidiaries of that intermediate subsidiary that constitute the Non-Banking Group as described
herein;

e “Non-Banking Holdco” means Macquarie Financial Holdings Limited (ABN 63 124 071 398), the
intermediate holding company established as a subsidiary of MGL and the parent of the Non-Banking
Group as part of the Restructure;

e “OFAC" meansthe United States Office of Foreign Assets Control;

e “operating expenses’, an Australian GAAP financial measure, include employment expenses (including
staff profit sharing expense), brokerage and commission expense, occupancy expenses (including premises
rental expense), non-salary technology expenses, professional fees, travel and communication expense, and
other sundry expenses and are reported in the income statement in our financial statements;

e “PRA” meansthe United Kingdom Prudential Regulation Authority;

e “RBA” meansthe Reserve Bank of Australia;
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e “Restructure” means the reorganization of MBL Group that was completed on November 19, 2007 that
resulted in the establishment of MGL as the ultimate holding company of MBL and the transfer by MBL
Group of certain businesses, subsidiaries and assets, primarily the Macquarie Capital operating group, to
the Non-Banking Group;

e “Services Agreements’ means the Outsourcing Master Services Agreements between MBL and MGL dated
November 15, 2007, and between the Non-Banking Holdco and MGL dated December 10, 2007, and any
supplements or amendments thereto;

e ‘“shared services’ means the services to be performed by MGL or its subsidiaries for the Banking and Non-
Banking Groups pursuant to the Services Agreements described under “Macquarie Group Limited —
Organizational structure’;

e “2012 annual financial statements’ means our audited consolidated financial statements contained in our
2012 Annua Report;

e “2012 Annual Report” means our 2012 annual report, extracts of which are incorporated by reference and
which have been posted on MGL's U.S. Investors Website;

e “2013 annual financial statements’ means our audited consolidated financial statements contained in our
2013 Annua Report;

e “2013 Annual Report” means our 2013 annual report, extracts of which are incorporated by reference and
which have been posted on MGL’s U.S. Investors Website;

e “2014 annual financial statements’ means our audited consolidated financial statements contained in our
2014 Annua Report;

e “2014 Annual Report” means our 2014 annual report, extracts of which are incorporated by reference and
which have been posted on MGL’s U.S. Investors Website; and

e “2013 Fiscal Year Management Discussion and Analysis Report” means our Management Discussion and
Analysis Report dated May 3, 2013, which includes a comparative discussion and analysis of our results of
operation and financial condition for the year ended March 31, 2013 compared to the year ended March 31,
2012, adong with other balance sheet disclosures as at or for the year ended March 31, 2013, has been
posted on MGL’s U.S. Investors Website and of which sections 1.0 to 4.0 have been incorporated by
reference herein.

e “2014 Fiscal Year Management Discussion and Analysis Report” means our Management Discussion and
Analysis Report dated May 2, 2014, which includes a comparative discussion and analysis of our results of
operation and financial condition for the year ended March 31, 2014 compared to the year ended March 31,
2013, along with other balance sheet, capital and liquidity disclosures as at or for the year ended March 31,
2014, has been posted on MGL’s U.S. Investors Website and has been incorporated by reference herein.

Our fiscal year ends on March 31, so references to years such as “2014” or “fiscal year” and like references in
the discussion of our financial statements, results of operation and financial condition are to the twelve months
ending on March 31 of the applicable year.

In this Report, prior financial period amounts that have been reported in financial statements for or contained in
the discussion of a subsequent financial period may differ from the amounts reported in the financial statements for
or contained in the discussion of the financial statements for that prior financial period as the prior financial period
amounts may have been adjusted to conform with changes in presentation in the subsequent financial period.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS
This Report contains statements that constitute “forward-looking statements’ within the meaning of
Section 21E of the Exchange Act. Examples of these forward-looking statements include, but are not limited to:
(i) statements regarding our future results of operations and financial condition; (ii) statements of plans, objectives

or goals, including those related to our products or services, and (iii) statements of assumptions underlying those

statements. Words such as “may”, “will”, “expect”, “intend”, “plan”, “estimate”, “anticipate”, “believe’, “continue”,

“probability”, “risk”, and other similar words are intended to identify forward-looking statements but are not the
exclusive means of identifying those statements.

By their very nature, forward-looking statements involve inherent risks and uncertainties, both general and
specific, and risks exist that the predictions, forecasts, projections and other forward-looking statements will not be
achieved. We caution readers that a number of important factors could cause actual results to differ materially from

the plans, objectives, expectations, estimates and intentions expressed in such forward-looking statements. These
factorsinclude:

e macroeconomic conditionsin the global debt and equity markets;
e changesin market liquidity, volatility and investor confidence;
e inflation, and interest rate, exchange rate and other market fluctuations;

e our ability to deal effectively with an economic slowdown or other economic or market difficulties or
disruptions;

e our ability to effectively manage our capital and liquidity and to adequately fund the operations of MGL
and the Non-Banking Group;

o the effect of, and changes in, laws, regulations, taxation or accounting standards or practices, or
government policy, including as a result of regulatory proposals for reform of the banking, life insurance
and funds management industries in Australia and the other countries in which we conduct our operations
or which we may enter in the future;

e our ahility to complete, integrate or process acquisitions, disposals, mergers and other significant corporate
transactions;

e our ability to effectively manage our growth;
e adverseimpact on our reputation;
o theperformance and financia condition of MGL;

o the effects of competition in the geographic and business areas in which we conduct our operations or
which we may enter in the future;

e our ability to maintain or to increase market share and control expenses;
e theability of MGL to attract and retain employees;

e changesin thecredit quality of MGL’s clients and counterparties;

e changesto the credit ratings assigned to each of MGL and MBL;

o theeffectiveness of our risk management processes and strategies;
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o the performance of funds and other assets we manage;
e theimpact of asset sales on our long-term business prospects;
e theimpact of catastrophic eventson MGL and its operations;

e changes in political, social and economic conditions, including changes in consumer spending and saving
and borrowing habits, in any of the major markets in which we conduct our operations or which we may
enter in the future; and

e various other factors beyond our control.

The foregoing list of important factors is not exhaustive. Statements that include forward-looking statements
reflect our current views with respect to future events and are subject to certain risks, uncertainties and assumptions.
Should one or more of the risks or uncertainties materialize, or should underlying assumptions prove incorrect,
actual results may vary materially from those described in this Report as anticipated, believed, estimated, expected
or intended.

When relying on forward-looking statements to make decisions with respect to MGL Group, investors and
others should carefully consider the foregoing factors and other uncertainties and events and are cautioned not to
place undue reliance on forward-looking statements.

We are under no obligation, and disclaim any obligation, to update or ater our forward-looking statements,
whether as aresult of new information, future events or otherwise, after the date of this Report.

Significant risk factors applicable to MGL Group are described under “Risk factors” and elsewhere in this
Report.
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EXCHANGE RATES

MGL Group publishes its consolidated financial statements in Australian dollars and its fiscal year ends on
March 31 of each year. For your convenience, the following table sets forth, for MGL Group’s fiscal years and
months indicated, the period-end, average (fiscal year only), high and low noon buying rates in New Y ork City for
cable transfers of Australian dollars as certified for customs purposes for the Federal Reserve Bank of New York,

expressed in U.S. dollars per A$1.00.

In providing these trandations, we are not representing that the Australian dollar amounts actually represent
these U.S. dollar amounts or that we could have converted those Australian dollars into U.S. dollars. Unless
otherwise indicated, conversions of Australian dollars to U.S. dollars in this Report have been made at the noon
buying rate on March 31, 2014, which was US$0.9275 per A$1.00. The noon buying rate on May 9, 2014 was

US3$0.9358 per A$1.00.
Fiscal year Period End  Average Rate' High Low
2010 e 0.9169 0.8507 0.9369 0.6941
2000 . 1.0358 0.9450 1.0358 0.8172
2012 s 1.0367 1.0456 1.1026 0.9453
2013 e 1.0409 1.0317 1.0591 0.9688
20 1 R 0.9275 0.9339 1.0564 0.8715
Month Period End High Low
November 2013 .........cccoveeveeeeceeceeerecrens 0.9125 0.9518 0.9072
December 2013........ccovveeieeieecrecee e 0.8929 0.9150 0.8858
January 2014........ccooeeeveeeeeese e 0.8743 0.9053 0.8715
February 2014.......ccovvvveeeeeeeceresese e 0.8933 0.9045 0.8777
March 2014.......ccoeeeeeeeeeeeee et 0.9275 0.9275 0.8929
APFT 2014 0.9282 0.9424 0.9219
May 2014 (through May 9, 2014)............... 0.9358 0.9382 0.9257

! The average of the noon buying rates on the last day of each month during the period.
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AUSTRALIAN EXCHANGE CONTROL RESTRICTIONS

The Australian dollar is convertible into U.S. dollars at fredly floating rates, subject to the sanctions described
below. The Autonomous Sanctions Regulations 2011 promulgated under the Autonomous Sanctions Act 2011 of
Audtralia, the Charter of the United Nations Act 1945 of Australia, and other laws and regulations in Australia
restrict or prohibit payments, transactions and dealings with assets having a prescribed connection with certain
countries or named individuals or entities subject to international sanctions or associated with terrorism or money
laundering.

The Australian Department of Foreign Affairs and Trade maintains a list of all persons and entities having a
prescribed connection with terrorism and a list of all persons and entities that are subject to autonomous sanctions
(which include economic sanctions) which are available to the public at the Department’s website at
http://www.dfat.gov.au.
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FINANCIAL INFORMATION PRESENTATION

Investors should read the following discussion regarding the presentation of our financial information together
with the financial information presented elsewhere in this Report, our 2014 Fiscal Year Management Discussion
and Analysis Report, sections 1.0 to 4.0 of our 2013 Fiscal Year Management Discussion and Analysis Report and
our historical financial statements.

Our financial information

In addition to this section, investors should refer to the discussion of our historical financial information
included elsawhere in this Report and in the additional information posted on MGL’'s U.S. Investors Website,
including:

e the section of this Report under the heading “Selected Financia Information”, which presents summary
audited consolidated balance sheet data as at March 31, 2014, 2013, 2012, 2011 and 2010, income
statement data for the fiscal years ended March 31, 2014, 2013, 2012, 2011 and 2010 and other historical
financial data and metrics;

e the section of this Report under the heading “Macquarie Group Limited — Our business — Trading
conditions and market update’, which includes a discussion of operating conditions during the 2014 fiscal
year and the impact of such operating conditions on MGL Group;

e the section of this Report under the heading “Management’s Discussion and Analysis of Results of
Operation and Financial Condition” in this Report, which incorporates by reference:

o our 2014 Fiscal Year Management Discussion and Analysis Report, which includes a comparative
discussion and analysis of our results of operation and financial condition for the year ended
March 31, 2014 compared to the year ended March 31, 2013, and which has been posted on
MGL’sU.S. Investors Website; and

o sections 1.0 to 4.0 of our 2013 Fiscal Year Management Discussion and Analysis Report, which
includes a comparative discussion and analysis of our results of operation and financial condition
for the year ended March 31, 2013 compared to the year ended March 31, 2012, and which has
been posted on MGL's U.S. Investors Website;

e MBL’s Pillar 3 Disclosure Documents for the half year ended September 30, 2013 and the quarter ended
December 31, 2013, which describe MBL's capital position, risk management policies and risk
management framework and the measures adopted to monitor and report within the framework and which
isposted on MGL’s U.S. Investors' Website; and

e our historical financia statements, which are included in the extracts from our 2014 and 2013 Annual
Reports posted on MGL’s U.S. Investors Website.

Application of new accounting standards

During the 2014 fiscal year, certain new accounting standards and amendments to existing accounting standards
became applicable, including AASB 10, which relates to principles of consolidation and was applied by MGL from
April 1, 2013. Comparative information for the 2013 fiscal year presented in this Report has been restated to reflect
the application of AASB 10, which resulted in a decrease in life investment contracts and other unitholder
investment assets (which are now included in other assets as at March 31, 2014) and total assets, with a
corresponding decrease in life investment contracts and other unitholder liabilities (which are now included in other
liabilities as at March 31, 2014) and totd liabilities. The adjustment to each of these line items was A$6.0 hillion as
at March 31, 2013 and A$4.6 hillion as at April 1, 2012. Contributed equity and other assets also increased by
A$7 million as at March 31, 2013 and A$6 million as at April 1, 2012 due to the reclassification of treasury shares.
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Investors should note that while we restated the comparative information for the 2013 fiscal year in our 2014
annual financial statements to reflect the adoption of AASB 10, we were not required to restate the financia
statements for earlier fiscal years. As aresult, our financial statements for prior fiscal years have not been restated to
reflect this change in accounting standards.

In the 2014 fiscal year, the disclosure standards contained in AASB 12 and the amendmentsto AASB 7 became
effective. The application of AASB 12 in the 2014 fiscal year has resulted in enhanced disclosures for interests in
unconsolidated structured entities, primarily focusing on the nature and risks of the investment. Application of
amendmentsto AASB 7 has resulted in additional disclosure of offsetting financial instruments.

For further detail on new accounting standards and amendments to existing accounting standards that became
effective in the 2014 fiscal year, see Note 1 to our 2014 annual financial statements.

Changein internal funding arrangements and reclassificationsrelating to internal transactions

During the 2014 fiscal year, Group Treasury revised internal funding transfer pricing arrangements relating to
Banking & Financial Services deposit and lending activities. Comparative information for the 2013 fiscal year
presented in this Report has been restated to reflect the current methodol ogy.

Investors should note that while we restated this comparative information to reflect this change in methodology,
we were not required to restate the financia statements for earlier fiscal years. As a result, our financial statements
for prior fiscal years have not been restated to reflect this change in methodology.

For further detail, see Note 3 to our 2014 annual financia statements.

In addition, during the 2014 fiscal year, MGL reclassified certain items relating to internal transactions.
Comparative information for the 2013 fiscal year presented in this Report has been restated to reflect the current
classifications. Investors should note that while we restated this comparative information to reflect this change, we
were not required to restate the financial statements for earlier fiscal years. As aresult, our financial statements for
prior fiscal years have not been restated to reflect this change.

Our historical financial statements

Our 2014 annua financia statements include our audited financial statements as at, and for the years ended,
March 31, 2014 and 2013. Our operating segments, as reported in accordance with AGAAP, reflect our current
operating groups and divisions. See our 2014 Fiscal Year Management Discussion and Analysis Report for further
information.

MGL Group is divided into the following operating groups for internal reporting and risk management
purposes. Macquarie Securities; Fixed Income, Currencies & Commaodities; Macquarie Funds; Banking & Financial
Services; Macquarie Capital; and Corporate & Asset Finance. Transfers between segments are determined on an
arm’ s-length basis and are eliminated on consolidation.

We report certain items in the Corporate segment, which includes the Group Treasury division, the Head Office
and central support functions. During the 2013 fiscal year, the legacy assets of the former Real Estate Banking
division were also transferred to the Corporate segment. Items of income and expense within the Corporate segment
include the net impact of managing liquidity for MGL Group, earnings on capital, non-trading derivative volatility,
unallocated head office costs and employment related costs of central support functions (service areas), income tax
expense and distributions to holders of MIPS, MIS, ECS and MCN. The Corporate segment also includes the impact
of changes in credit spreads on non-trading financia instruments that are classified as fair value through profit or
loss. The items reported in the Corporate segment do not form part of the total profit contribution provided by our
operating groups. The total contribution to profit by operating groups plus the contribution to profit included in the
Corporate segment equate to our total profit attributable to ordinary equity holders.

Xi
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Impact of acquisitions and disposals on the 2014, 2013 and 2012 fiscal years

During the 2014 fiscal year, Banking & Financial Services acquired a 25% stake in Connective Broker Services
Pty Ltd, an Australian mortgage aggregator. In addition, Banking & Financial Services sold Macquarie Private
Wealth Canada, its 50% interest in the Religare-Macquarie Private Wealth joint venture in India and its 19.9% stake
in OzForex. During the 2014 fiscal year, Macquarie Funds acquired ING Investment Management Korea and sold
the Macquarie Investment Management Private Markets business.

During the 2013 fiscal year, Corporate & Asset Finance acquired a European rail leasing business. In addition,
Banking & Financia Services acquired GE Capital’s premium funding business and launched a white label
Perpetual Wrap platform, which transferred Perpetua’s A$7.6 billion platform business onto the Macquarie Wrap
platform on April 1, 2013.

During the 2012 fiscal year, MGL Group acquired Utility Metering Services (which trades as OnStream), a gas
and electricity meter reading and installation business in the United Kingdom. In addition, Banking & Financia
Services exited certain non-core activities and Macquarie Securities closed or scaled back a number of derivatives
businesses, particularly in Europe.

In accordance with AASB 3 “Business Combinations’, provisional amounts for the initial accounting of
acquisitions made during each fiscal year were reported in MGL Group’s 2014, 2013 and 2012 annual financial
statements, respectively.

For further information on how these businesses have been integrated into MGL Group, see “Macquarie Group
Limited — Operating groups’ below, and for information on their impact on our results of operation and financial
condition for the 2014 and 2013 fiscal years, see our segment analysis in section 3.0 of our 2014 Fiscal Year
Management Discussion and Analysis Report and in section 3.0 of our 2013 Fiscal Year Management Discussion
and Analysis Report.

For further information on acquisitions and disposals of subsidiaries and businesses during the 2014, 2013 and
2012 fiscal years, see Note 43 “Acquisitions and disposals of subsidiaries and businesses’ to MGL Group’s 2014
annual financial statements and Note 42 “Acquisitions and disposals of subsidiaries and businesses’ to MGL
Group’'s 2013 annual financial statements, respectively.

Certain differences between AGAAP and US GAAP

Investors should be aware that the financial information contained or incorporated by reference in this Report
and in the additional information posted on MGL's U.S. Investors Website have been prepared and presented in
accordance with Australian Accounting Standards and the recognition and measurement principles prescribed in the
current interpretations of the International Financial Reporting Standards, or AGAAP. There are differences between
AGAAP and US GAAP that may be materia to the financial information contained or incorporated by reference in
this Report and in the additional information posted on MGL’s U.S. Investors Website. MGL Group has not
provided a quantitative reconciliation or narrative discussion of these differences in this Report. Investors should
therefore consult their own professional advisors for an understanding of the differences between AGAAP and US
GAAP and how those differences might affect the financial information included in this Report and, more generaly,
the financial results of MGL Group going forward.

The accounting policies adopted by entities within MGL Group are as reported in Note 1 to our 2014 annual
financial statements.

Critical accounting policies and significant judgments

Note 1 to our 2014 annual financial statements provides alist of our significant accounting policies. While we
regard al of our significant accounting policies as important to consider in evaluating our financial statements, we
have identified the following policies as particularly involving critical accounting estimates and requiring
management’ s exercise of judgment.

Xii
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Basis of preparation and selection of policies

We prepare our financial statements in accordance with Australian Accounting Standards. Compliance with
Australian Accounting Standards ensures that the financial statements comply with IFRS as issued by the IASB.
Consequently, the financial statements incorporated by reference herein and in the additional information posted on
MGL’sU.S. Investors Website are also prepared in accordance with and comply with IFRS as issued by the IASB.

The preparation of the financial statements requires the use of certain critical accounting estimates. It also
requires management to exercise judgment in the process of applying its accounting policies. Those areas involving
ahigher degree of judgment or complexity, or areas where assumptions are significant to the financial statements are
discussed in this section, as a guide to understanding how their application affects our reported results. A broader
and more detailed description of the accounting policies we employ is shown in Note 1 to our 2014 annual financial
Statements.

Estimates and judgments are continually evaluated and are based on historical experience and other factors,
including reasonable expectations of future events. Management believes the estimates used in preparing the
financial statements are reasonable. Actual resultsin the future may differ from those reported.

Fair value of financial instruments

Financial assets and financial liabilities in our trading portfolio, those designated at fair value through profit and
loss, derivative instruments, and available-for-sale financia assets, are recorded at fair value on the balance sheet.
Fair value reflects the amount that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.

Key judgments affecting this accounting policy relate to how management determines fair value for such assets
and liabilities. Market prices or rates are used to determine fair value where an active market exists.

Where no active market price or rate is available, fair values are estimated using present value or other
valuation techniques, using inputs based on market conditions prevailing at balance sheet dates. The values derived
from applying these techniques are significantly affected by the choice of valuation model used and the underlying
assumptions made regarding factors such as timing and amounts of future cash flows, discount rates, credit risk and
volatility. The valuation techniques are validated and periodically reviewed by qualified personnel independent of
the area that created them. All models are certified by our Risk Management Group before they are used, and
models are calibrated to ensure the outputs reflect actual data and comparative market prices. To the extent possible,
models use only observable data (for example, for over the counter derivatives), however areas such as credit risk,
volatilities and correlations require management to make estimates. Where fair value is evidenced by comparison
with other observable current market transactions in the same instrument, or based on a valuation technique for
which variables include only data from observable markets, then any profit is recognized immediately.

Business combinations

The purchase method of accounting is used to account for al business combinations (excepting business
combinations involving entities or businesses under common control) which occurred before April 1, 2010. From
April 1, 2010, business combinations are accounted for using the acquisition method. Under this method, the
acquirer recognizes, separately from goodwill, all identifiable assets acquired and liabilities assumed at their
acquisition-date fair values, and any non-controlling interest (“NCI”) in the acquiree. Transaction costs arising on
the issue of equity instruments are recognized directly in equity, and those arising on borrowings are capitalized and
included in interest expense using the effective interest method.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are
measured at their fair value on the acquisition date. MGL Group can elect, on a transaction-by-transaction basis, to
measure NCI relating to ordinary shares either at fair value or at the NCI’s proportionate share of the fair value of
the identifiable assets and liabilities. The excess of the consideration over MGL Group's share of the fair value of
the identifiable net assets acquired is recorded as goodwill. If the consideration is less than MGL Group’s share of
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the fair value of the identifiable net assets of the business acquired, the difference is recognized directly in the
consolidated income statement, but only after a reassessment of the identification and measurement of the net assets
acquired. Contingent consideration given in business combinations is measured at fair value with any subsegquent
gain or loss recognized in the consolidated income statement, except consideration classified as equity, which is not
remeasured.

Where settlement of any part of cash consideration is deferred, the amounts payable in the future are discounted
to their present values as at the date of exchange. The discount rate used is the entity’s incremental borrowing rate,
being the rate at which a similar borrowing could be obtained from an independent financier under comparable
terms and conditions.

Distinguishing between whether assets or a business is acquired involves judgment. Some of the factors that
MGL Group uses in identifying a business combination are:

e the nature of MGL Group’s industry and business model, which affects the nature of an input, process or
output;

o whether the acquisition included at least a majority of the critical inputs (e.g., tangible or intangible assets,
and intellectual property) and a majority of the critical processes (e.g., strategic processes, skilled and
experienced workforce);

o therelative ease of replacing the critical processes not acquired by either integrating within MGL Group's
existing processes or sub-contracting them to third parties; and

e thepresence of goodwill.
I mpairment of loan assets

All loan assets are held at amortized cost and are subject to recurring review and assessment for possible
impairment. All bad debts are written off in the period in which they are identified. Provisions for loan losses are
based on an incurred loss model, which recognizes a 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
provisions are recognized where impairment of individual |oans are identified. Where individual loans are found not
to be impaired, they are placed into pools of assets with similar risk profiles and collectively assessed for losses that
have been incurred but not yet identified.

If, in a subsequent period, the amount of impairment losses decrease and the decrease can be related objectively
to an event occurring after the impairment losses were recognized, the previously recognized impairment losses are
reversed through the income statement to the extent of what the amortized cost would have been had the impairment
not been recognized.

I mpairment of equity accounted investments

Equity accounted investments are initialy recorded at cost, adjusted for post acquisition profits or losses
recognized in the income statement and its share of post-acquisition movements in reserves recognized directly in
equity. Whenever there is an indication an equity accounted investment may be impaired, the investment’s carrying
amount is compared to its recoverable amount. If the carrying amount exceeds the recoverable amount, an
impairment charge is recognized immediately in the income statement. Recoverable amount is determined as the
higher of fair value less costs of disposal or the value in use of the investment. Subsequent impairment reversal is
recognized in the income statement.

I mpairment of investment securities available-for-sale

MGL performs an assessment at each balance date to determine whether there is any objective evidence that
available-for-sale financial assets have been impaired. Impairment exists if there is objective evidence of impairment
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as a result of one or more events (loss event) which have an impact on the estimated future cash flows of the
financial asset that can be reliably estimated.

For equity securities classified as available-for-sale, the main indicators of impairment are: significant changes
in the market, economic or legal environment and a significant or prolonged decline in fair value below cost. In
making this judgment, MGL 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-sale, observable data that 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 defaults on those assets.

In addition, impairment may be appropriate when there is evidence of deterioration in the financial condition of
the investee, industry and sector performance, operational and financing cash flows or changes in technology.

When the fair value of an available-for-sale financial asset is less than its initial carrying amount and there is
objective evidence that the asset isimpaired, the cumulative loss recognized directly in other comprehensive income
isreclassified to the income statement.

Impairment losses recognized in the income statement for equity securities classified as available-for-sale are
not subsequently reversed through the income statement. However, impairment losses recognized for debt securities
classified as available-for-sale are subsequently reversed through the income statement if the fair value increases and
the increase can be objectively related to an event after the impairment loss was recognized in the income statement.

I mpairment of disposal groups classified as held-for-sale

Assets classified as held-for-sale are carried at the lower of carrying amount or fair value less costs to sell.
Assets classified as held-for-sale, or included within a disposal group that is classified as held-for-sale, are not
depreciated or amortized. An impairment loss is recognized for any initial or subsegquent writedown of the asset to
fair value less costs to sell. A gain would be recognized for any subsequent increase in fair value less costs to sell,
limited by the previous cumulative impairment loss recognized. A gain or loss not previously recognized by the date
of sale would be recognized at the date of sale.

Acquisitions and disposals of controlled entities, joint ventures and associates, and held-for-sale investments

We acquire and dispose of investments regularly. Upon acquisition, the accounting treatment depends on the
level of influence that we exert over the decision making in relation to the financial and operating policies of the
investee as well as the extent of exposure to variable returns, and our ability to affect those returns, specificaly:

e where control of an entity was obtained, its results have been included in the consolidated income statement
from the date on which control commenced. Where control of an entity ceased, its results are included for
that part of the fiscal year during which control existed;

e associates and joint ventures are entities over which we have significant influence or joint control, and are
accounted for under the equity method except for those which are held-for-sale; and

e assats classified as held-for-sale include controlled entities and interests in associates or joint ventures
whose carrying amount will be recovered principally through a sale transaction rather than continuing use.
Assets classified as held-for-sale are carried at the lower of carrying amount and fair value less coststo sell.

Management determines the dates of obtaining/losing control, significant influence or joint control, of another
entity based on an assessment of al pertinent facts and circumstances that affect the ability to influence financial
and operating policy decisions, and exposure to variable returns. Facts and circumstances that have the most impact
include the contractual arrangements agreed with the counterparty, the manner in which those arrangements are
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expected to operate in practice, and whether regulatory approval is required to complete the transaction. The
acquisition/disposal date does not necessarily occur when the transaction is closed or finalized at law.

Debt issued at amortized cost

MGL Group has on issue debt securities and instruments which are initially recognized at fair value net of
transaction costs incurred, and subsequently measured at amortized cost. Any difference between the proceeds (net
of transaction costs) and the redemption amount is recognized in the income statement over the period of the
borrowings using the effective interest method.

Other financial liabilities at fair value through profit or loss

This category includes only those financial liabilities that have been designated by management as held at fair
value through profit or loss on initial recognition. The policy of management is to designate a financial liability as
such if: (i) the liability contains embedded derivatives which must otherwise be separated and carried at fair value;
(ii) the liability is part of a group of financial assets and financial liabilities managed and evaluated on a fair value
basis; or (iii) by doing so eliminates (or significantly reduces) a measurement or recognition inconsistency that
would otherwise arise. Interest expense on such items is recognized in the income statement in interest expense. All
gains and losses are reported in profit or loss.

Loan capital

Loan capital is debt issued by MGL Group with terms and conditions that qualify for inclusion as capital under
APRA Prudential Standards. Loan capital debt issues are initially recorded at fair value plus directly attributable
transaction costs and thereafter at either amortized cost using the effective interest method (for convertible
preference securities and subordinated debt at amortized cost) or at fair value through profit or loss (for subordinated
debt at fair value through profit and loss).

Structured entities

Structured entities are those entities where voting rights do not have a significant effect on its returns, such as
where voting rights relate to administrative tasks only and contractual arrangements dictate how the entity should
carry out its activities. When assessing whether MGL Group controls (and therefore consolidates) a structured
entity, judgment is required about whether MGL Group has power over the relevant activities as well as exposure to
significant variable returns of the structured entity.

MGL Group has power over, and is exposed to significant variable returns through the residual risk associated
with its mortgage structured entities and other structured entities. MGL Group is further able to use its power to
affect the variable returns of these structured entities. Accordingly, the underlying assets, liabilities, revenues and
expenses of these structured entities are reported in the consolidated statement of financial position and consolidated
income statement.

I ncome tax

The income tax expense for the year is the tax payable on the current period's taxable income based on the
national income tax rate for each jurisdiction, adjusted for changes in deferred tax assets and liabilities and unused
tax losses. Deferred tax assets are recognized when temporary differences arise between the tax base of assets and
liahilities and their respective carrying amounts which give rise to a future tax benefit, or where a benefit arises due
to unused tax losses, but are only recognized in both cases to the extent that it is probable that future taxable
amounts will be available to utilize those temporary differences or tax losses. Deferred tax liabilities are recognized
when such temporary differences will give rise to taxable amounts being payable in future periods.

MGL and its wholly owned Australian controlled entities apply the tax consolidation regime in Australia. Under
the terms and conditions of the tax funding agreement, MBL Group will be charged or reimbursed for current tax
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liahilities or assets incurred by MGL in connection with their activities. As a conseguence, MBL Group will
recoghize amounts receivable or payable under atax funding agreement with MGL .

Management exercises judgment in determining whether deferred tax assets, particularly in relation to tax
losses, are probable of recovery. Factors considered include the ability to offset tax losses within the group in the
relevant jurisdiction, the length of time that tax losses are eligible for carry forward to offset against future profits
and whether future profits are expected to be sufficient to recoup losses.

I mpairment of goodwill and other identifiable intangibles
Goodwill

Goodwill represents the excess of the consideration over MGL Group’s share of the fair value of the identifiable
net 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 balance sheet. Goodwill arising from acquisitions of associates isincluded in
the carrying amount of investments in associates.

Other identifiable intangible assets

An intangible asset is considered to have an indefinite useful life where it is expected to contribute to MGL
Group’s net cash inflows indefinitely.

Licenses and trading rights are carried at cost less accumulated impairment losses. These assets are not
amortized because they are considered to have an indefinite useful life.

Management rights have a finite useful life and are carried at cost less accumulated amortization and
impairment losses. Amortization is calculated using the straight-line method to allocate the cost of management
rights over the estimated useful life, usually a period not exceeding 20 years.

Customer and servicing contracts acquired with a finite useful life are carried at cost less accumulated
amortization and any impairment losses. Amortization is calculated based on the timing of projected cash flows of
the relationships over their estimated useful lives.

Customer and servicing contracts with an indefinite useful life are carried at cost less accumulated impairment
losses.

Software

Certain interna and external costs directly incurred in acquiring and developing certain software are capitalized
and amortized over the estimated useful life, usually a period of three years. Costs incurred on software maintenance
are expensed as incurred.

I mpairment

Goodwill and intangible assets that have an indefinite useful life are not subject to amortization but are tested
annually for impairment, or more frequently if events or changes in circumstances indicate that the carrying amount
may not be recoverable. For intangible assets that have a finite useful life, an assessment is made at each reporting
date for indications of impairment. An impairment loss is recognized for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable amount is the higher of the asset’s fair value less costs of
disposal and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for
which there are separately identifiable cash inflows which are largely independent of the cash inflows from other
assets or groups of assets (cash-generating units). Intangible assets (other than goodwill) that suffered impairment
arereviewed for possible reversal of the impairment at each reporting date.

Revenue recognition of dividends and distributions
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Dividends and distributions are recognized as income when MGL Group becomes entitled to the dividend or
distribution. Dividends from subsidiaries, associates and joint ventures are recognized in the income statement when
MGL Group’s right to receive the dividend is established. When accounting for a dividend or distribution, judgment
isrequired about whether it is recognized as income or areturn of capital.

Management exercises judgment in determining whether a dividend or distribution is recognized as income or a
return of capital. Factors considered include: whether the payment follows a legal process to reduce either the
number of outstanding shares or the amount of share capital; whether evidence exists clearly demonstrating that the
distribution is a return of capital originally invested by the investor; the substance of the payment; whether other
transactions occur with the same counterparty at the same time as, or in contemplation of, the payment; whether the
payment is from profitsin proportion to the investor’s particular class of capital; when adividend is paid in the form
of additional equity of the investee, whether al investors retain their same relative ownership interest in the
investee; and whether the criteriafor derecognizing part, or al, of an investment in afinancial asset are met, among
others.

Pending accounting standar ds changes

For a description of standards, interpretations and amendments to AGAAP that are not yet effective but could
have a significant impact on our accounting policies, see Note 1 to our 2014 annual financial statements.

Non-GAAP financial measures

We report our financial results in accordance with AGAAP. However, we include certain financial measures
and ratios that are not prepared in accordance with AGAAP that we believe provide useful information to investors
in measuring the financial performance and condition of our business for the reasons set out below. In addition,
some of these non-GAAP financial measures are used by MGL Group in respect of our financia results. These
non-GAAP financial measures do not have a standardized meaning prescribed by AGAAP and, therefore, may not
be comparable to similarly titled measures presented by other entities, nor should they be construed as an aternative
to other financial measures determined in accordance with AGAAP. You are cautioned, therefore, not to place
undue reliance on any non-GAAP financial measures and ratios included or incorporated by reference into this
Report and in the additional information posted on MGL’s U.S. Investors' Website. These measures include:

Assets under Management

Assets under Management provides a consistent basis for measuring the scale of the funds management
activities across our operating groups. Assets under Management is calculated as the proportional ownership interest
in the underlying assets of funds and other assets managed by entitiesin MBL Group or the Non-Banking Group, as
applicable, on behalf of third parties that are not funds managed by any MGL Group entity. This calculation is
adjusted to exclude cross-holdings between funds managed by entitiesin MBL Group or the Non-Banking Group, as
applicable, and is further adjusted to reflect the proportional ownership interest in the relevant fund manager.

Substantialy all of MGL's Assets under Management is reported by Macquarie Funds with less than 1% (as at
March 31, 2014) reported by other operating groups.

Equity under Management

Equity under Management is a non-GAAP financial measure used by the Macquarie Infrastructure and Real
Assets division, which is part of Macquarie Funds in the Non-Banking Group. Base management fees for that
business, especially infrastructure and certain other alternative asset funds, are generally calculated with reference to
Equity under Management. Equity under Management is considered an appropriate measure of the size of our funds
as the calculation of Macquarie Infrastructure and Real Assets base management fee income is based on a
percentage of Equity under Management.

Equity under Management is the aggregate of listed funds (market capitalization at the measurement date plus
underwritten or committed future capital raisings), unlisted funds (committed capital from investors at the
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measurement date less called capital subsequently returned to investors), hybrid instruments (face value of tickets
and of exchangeable bonds), and managed assets (invested capital at measurement date).

Where a fund is managed through ajoint venture with another party, the Equity under Management amount is
then weighted based on our proportionate economic interest in the joint venture management entity.

I nternational income

International income is a non-GAAP financia measure that we believe provides investors and analysts with a
basis for determining the scale of our operations outside of Australia. Operating income is classified as
“international” with reference to the geographic location in which the customer resides or services are provided.
This may not be the same geographic location where the operating income is derived. For example, we classify
operating income generated by work performed for clients based outside Australia and booked in Australia as
“international”. Income from funds management activities is alocated by reference to the location of the funds
assets.

I nternational income as a percentage of net operating income (excluding earnings on capital and other corporate
items)

International income as a percentage of net operating income (excluding earnings on capital and other corporate
items) is a non-GAAP financial measure. To calculate this percentage, international income is divided by net
operating income (excluding earnings on capital and other corporate items).

Earnings on capital and other corporate items

Earnings on capital and other corporate items is a non-GAAP financial measure. Net operating income, an
AGAAP financial measure, includes the income generated by our operating groups, income from the investment of
our capital, and other items of operating income not attributed to our operating groups. Earnings on capital and other
corporate items is net operating income less the operating income generated by our operating groups.

Funded loan assets and funded statutory statement of financial position

Funded loan assets is a non-GAAP financial measure. Funded loan assets is determined based on the funded
statements of financial position of MGL Group and not the statutory statement of financial position classification.
MGL Group's statutory statement of financial position is prepared based on AGAAP and includes certain
accounting gross-ups and non-recourse self funded assets that do not represent a funding requirement of MGL
Group. A reconciliation between the reported assets and the net funded loan assets at March 31, 2014 is presented in
section 4.0 of our 2014 Fiscal Y ear Management Discussion and Analysis Report.
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SUMMARY

This summary highlights selected information from this Report and does not contain all of the information that
may be important to you. This summary does not purport to be complete and is qualified in its entirety by reference
to, and should be read in conjunction with, the more detailed information appearing elsewhere in this Report. You
should read this entire Report carefully, including the risk factors and the audited consolidated financial statements
and the notes related thereto.

Overview

MGL is an ASX-listed diversified financial services holding company headquartered in Sydney, Australia and
regulated as a NOHC by APRA. As a provider of banking, financial, advisory, investment and funds management
services, MGL is primarily a client-driven business which generates income by providing a diversified range of
products and services to clients. MGL Group acts on behalf of institutional, corporate and retail clients and
counterparties around the world. MGL's market capitalization as at the close of business on May 2, 2014 was
A$18.9 hillion (approximately US$17.5 billion based on the noon buying rate on May 2, 2014 of US$0.9257 per
A$1.00).

At March 31, 2014, MGL employed over 13,900 staff, had total assets of A$153.9 billion and total equity of
A$11.9 billion. For the 2014 fiscal year, our net operating income was A$8.1 billion and profit after tax attributable
to ordinary equity holders was A$1,265 million. As at March 31, 2014, MGL conducted its operations in 28
countries, with 68% of our net operating income (excluding earnings on capital and other corporate items) being
derived from international income. See “Macquarie Group Limited — Our business — Regional activity” below for
further information. MGL was incorporated in the State of Victoria on October 12, 2006. Its principa place of
business is Level 7, No. 1 Martin Place, Sydney, New South Wales 2000, Australia. The telephone number of its
principal place of businessis +612-8232-3333.

Board and management changes since the beginning of the 2014 fiscal year
The following board and management changes occurred since the beginning of the 2014 fiscal year:

e Nicola Wakefield Evans was appointed to the Boards of MGL and MBL as a Non-Executive Director,
effective February 7, 2014. Ms. Wakefield Evans is currently a director of Lend Lease Corporation
Limited, Toll Holdings Limited and BUPA Australia & New Zealand Group. She is also a member of the
Advisory Board at the University of New South Wales Law School and a director of Asialink at the
University of Melbourne. Ms. Wakefield Evans has extensive experience as a corporate finance lawyer at
King & Wood Mallesons (previously Mallesons Stephen Jaques), where she was a partner for over 20
years, including Managing Partner, Practice division (Sydney) from 2004 to 2007, and Managing Partner,
International (Hong Kong) from 2007 to 2010. Ms. Wakefield Evans is a member of the Australian
Ingtitute of Company Directors, the International Bar Association and Chief Executive Women. She holds a
Bachelor of Jurisprudence and Laws and is a qualified lawyer in Australia, Hong Kong and the United
Kingdom. She was also included in the Australian Financial Review and Westpac Group'’s inaugural list of
“Australia’ s 100 Women of Influence’;

e John Niland retired as a Non-Executive Director from the Boards of MGL and MBL, effective December
31, 2013;

e Patricia Cross was appointed to the Boards of MGL and MBL as a Non-Executive Director, effective
August 7, 2013. Mrs. Cross is currently a director of Aviva plc, and a founding director of the Grattan
Ingtitute. Sheis also an Australian Indigenous Education Foundation ambassador. Mrs. Cross has extensive
international financial and banking experience, through senior executive roles with Chase Manhattan Bank
and Chase Investment Bank, Banque Nationale de Paris and National Australia Bank. At National Australia
Bank, Mrs. Cross was responsible for the Wholesale Banking and Finance Division and was a member of
the Executive Committee. Previoudy she was a Director of Qantas Airways Limited, National Australia
Bank Limited, JBWere Limited, Wesfarmers Limited, AMP Limited, Suncorp-Metway Limited, Chairman
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of Qantas Superannuation Limited and Deputy Chairman of the Transport Accident Commission of
Victoria. Mrs. Cross has held a number of honorary government positions, including five years as a
founding member of the Financial Sector Advisory Council, APEC Business Advisory Council, and as a
member of the Panel of Expertsto the Australia as a Financial Centre Forum. She has also served on awide
range of not for profit boards, including the Murdoch Childrens Research Institute. In 2001, Mrs. Cross
received the Australian Centenary Medal for service to Australian society through the finance industry;

Gary Banks was appointed to the Boards of MGL and MBL as a Non-Executive Director, effective
August 1, 2013. Professor Banks is Dean and Chief Executive Officer of the Australia and New Zealand
School of Government (ANZSOG). He was Chairman of the Australian Productivity Commission from its
inception in 1998 until 2012. He is a Professoria Fellow at the University of Melbourne and Adjunct
Professor at the Australian National University. Professor Banks currently chairs the Regulatory Policy
Committee of the Organisation for Economic Co-operation and Development (OECD) and is a Member of
the Advisory Board of the Melbourne Institute and the Prime Minister’s Business Advisory Council. He
was previously a Senior Economist with the GATT Secretariat in Geneva, Visiting Fellow at the Trade
Policy Research Centre in London, Projects Director with the Centre for International Economics in
Canberra and has been a consultant to the World Bank, OECD and World Trade Organisation. He chaired
the Regulation Taskforce in 2006 and the Infrastructure Stream at the Prime Minister’s 2020 Summit;

Catherine Livingstone retired as a Non-Executive Director from the Boards of MGL and MBL, effective
July 25, 2013; and

Mary Reemst was appointed as an Executive Director to the Board of MBL and as Managing Director and
Chief Executive Officer of MBL to replace Greg Ward, effective July 1, 2014. Ms. Reemst is currently
MGL's Head of Credit within the Risk Management Group, having served in that role for the past 11 years
and with MGL for approximately 15 years.

Recent developments

Following shareholder approval on December 12, 2013, the distribution of Sydney Airport stapled securities to
eligible MGL shareholders was completed on January 13, 2014. The distribution had the following impact on MGL:

A gain on distribution of approximately A$228 million was recognized in the income statement for the
2014 fiscal year;

Investment securities available-for-sale were reduced by approximately A$1.3 billion; and

APRA Basel 111 regulatory capital surplus was reduced by approximately A$250 million after taking into
account the release of capital currently held against the investment, profit on distribution and certain other
capital initiatives, al of which have been completed. This reduction in capital surplus was consistent with
the outstanding balance of the previously announced ordinary share buyback, which has now been
cancelled.

Our key strengths

We believe our profitability, the diversification of our businesses and our geographic spread has been supported
by the following key strengths:

Leading Australian and strong international franchise. We are a leading Australian financial services
company that provides diverse financia services in Australia, with particular strengths in funds
management, M&A, infrastructure advisory and management, securities origination, project advisory work
and securities, foreign exchange and energy and commodities trading. This has created a strong base for
our domestic and international growth and diversification. Over the last 10 years, we have significantly
increased the amount of business we conduct outside of Australia and have transformed from a leading
Audtralian financial services company growing internationally into a global provider of diversified
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financial services headquartered in Australia. See “Macquarie Group Limited — Our history and
evolution” below for further information.

e Srong brand and reputation. We believe our business successes have resulted in us achieving a level of
recognition for quality, integrity, and innovative products and services that has been an important element
in our ability to maintain, grow and diversify our businesses.

o Diversified earnings. Our diversified earnings base has been an important factor in our successful growth.
MGL Group’s diverse sources of income include the following:

e Feeand commission income, including:

e Brokerage and commission income from ingtitutional cash equities services provided to retail and
institutional clients by Macquarie Securities, brokerage fee income from Banking & Financial
Services, as well as brokerage revenues in futures execution and clearing markets from Fixed
Income, Currencies & Commaodities,

¢ Funds management fee income (including base fees, which are ongoing fees generated from funds
management activities, and performance fees, which are earned when the funds outperform
predetermined benchmarks) from Macquarie Funds;

e Fee income from M&A, advisory and underwriting services provided by Macquarie Capital and
Macquarie Securities as well as fee income from mortgage securitization vehicles, lending
activities and transaction fees;

e  Other fee and commission income from the Macquarie Wrap and other administration fee income
from Banking & Financial Services, and structuring fee income from Macquarie Funds’ structured
financial products; and

e Income from life investment contracts and other unitholder investment assets from the provision
of life insurance by Macquarie Life and True Index income earned on funds managed by
Macquarie Funds.

e Trading income generated predominately through client trading activities and products issued by
Macquarie Securities and Fixed Income, Currencies & Commodities;

e Interest income earned on residential mortgages, loans to Australian businesses, insurance premium
funding and credit cardsin Banking & Financial Services, interest income on trading assets from Fixed
Income, Currencies & Commodities and Macquarie Securities, and leasing, corporate lending and asset
financing activities of Corporate & Asset Finance;

e Other income from the sale of asset and equity investments, gains on the deconsolidation of controlled
entities, operating lease income, dividends and distributions; and

e Equity accounted income from principal investments in assets and businesses where significant
influence is present.

e Geographic diversity. As at March 31, 2014, we employed over 13,900 people in 28 countries. Of those
staff, approximately 53% were located in offshore markets. As MGL Group has expanded, we have applied
the resources and experience of a global organization to our understanding of the local environment in the
countries in which we operate.

e Ability to adapt to change. Over time, we have demonstrated an ability to adapt to changing market
conditions. We have sought to take advantage of new opportunities for acquisitions and organic growth in
our areas of expertise and have aso demonstrated a preparedness to exit businesses once profit
opportunities have been exhausted. We believe our acquisitions have complemented our existing expertise
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in areas such as lending and leasing, energy, financial institutions and funds management and demonstrated
our track record of successfully integrating new businesses. For further details of significant acquisitions,
see “Macquarie Group Limited — Our history and evolution” below.

e Sdective approach to growth and diversification. In addition to adapting our existing businesses and
expanding organically, we actively seek to diversify and grow our businesses in selective areas of expertise.
We believe that our strategy of expanding selectively, seeking only to enter markets where our particular
skills or expertise deliver added value to clients, maximizes our potential for success and is intended to
minimize unexpected losses or reputational impacts as we seek to grow and diversify.

e Experience managing growth and diversity. The experience of our management team in managing our
growth and diversification has been important to our success in realizing the benefits and controlling the
risks associated with undertaking varying businesses, developing scale and growing in new and existing
geographic regions.

e Business focus on fee income. Our main business focus is on providing services to our clients rather than
engaging in principal activities. While several of our businesses have and expect to continue to undertake
principal investments as part of their M& A and funds management strategies, respectively, our main focus
is on generating advisory and management fees, not assuming significant principal exposure.

e Srong capital position. As at March 31, 2014, MGL had tota regulatory capital of A$12.9 hillion,
including A$2.7 billion of capital in excess of MGL Group’s minimum APRA regulatory requirement on a
Basel Il basis. MGL Group continues to monitor regulatory and market developments in relation to
liquidity and capital management, as discussed below under “Regulation and supervision”. For further
information on our regulatory capital position as at March 31, 2014, see section 6.0 of our 2014 Fiscal Y ear
Management Discussion and Analysis Report.

e Risk management. Managing risk is an integral part of our business, and we believe strong prudential
management has been key to our success. Where we assume risk, we do so in what we believe to be a
calculated and controlled framework. Our risk management framework is described in Note 38 to our 2014
annual financial statements and in the “Risk Management Report” in our 2014 Annual Report incorporated
by reference herein. While our approach to risk is embedded across all business units, Risk Management
manages the key risks applicable to the entire MGL Group along the following principles:

e Independence. Risk Management assesses and monitors risks for the entire MGL Group, is
independent of the operating groups and is required to approve all major risk acceptance decisions.

e Centralized risk management. Risk Management’'s MGL Group-wide responsibilities enable it to
assess risks from the perspective of the entire MGL Group and allow it to apply a consistent approach
across all operating aress.

e Approval of new business activities. Operating groups are required to consult with Risk Management
before undertaking new businesses or activities, offering new products or entering new markets. Risk
Management’ s responsibility is to identify, quantify and assess the likely risks and establish prudential
limits that, where appropriate, are approved by our Executive Committee and Board.

e Continuous assessment. Risk Management’s responsibilities include the ongoing review of the risks
that our businesses are exposed to in order to account for changes in market circumstances and to our
operating groups.

e Frequent monitoring. Risk Management uses centralized systems to monitor credit and market risks
daily and liaise with operating groups and supporting divisions.
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Our strategy

Our dtrategy is to focus on the medium term and is built on: providing services to clients; aigning the interests
of shareholders, investors and staff; utilizing what we believe is a conservative approach to risk management;
continuing to focus on growth and evolution; diversifying by business and geography; and adapting to change. This
approach provides us with the flexibility to enter into new business sectors and regions as opportunities emerge and
to expand our existing businessesin selective areas of expertise.

We seek to encourage growth and diversity by allowing strategy to be driven in the individual businesses at the
operating level. However, equity, credit, market, liquidity, compliance and operational risks are centrally managed
by our centralized Risk Management Group, whose responsibility is to implement appropriate assessment and
management policies in respect of these risks throughout MGL Group. MGL applies this existing strategy and risk
management framework across MGL Group.

Our business has aways evolved and changed to adapt to market conditions. We continually examine
investment opportunities and have undertaken a number of strategic acquisitions in response to changing market
conditions and opportunities that have been presented to us. See “Macquarie Group Limited — Our history and
evolution” for further information about our acquisitions in the 2014 fiscal year. We expect to continue to assess
strategic acquisition and merger opportunities and other corporate transactions as they arise, along with exploring
opportunities for further organic growth in our existing and related businesses as an avenue of growth and
diversification for MGL Group in the medium term.

Across our international operations, the strategy focuses on building a global platform in our key areas of
expertise, through both acquisitions and organic growth, which we believe will enable us to offer a comprehensive
range of MGL products to clients around the world. See “Macquarie Group Limited — Our business — Regional
activity” below for further information on MGL's performance across its key geographical regions.

Our business

Overview of MGL Group

At March 31, 2014, MGL had total assets of A$153.9 billion and total equity of A$11.9 billion. For the year
ended March 31, 2014, our net operating income was A$8.1 billion and profit after tax attributable to ordinary
equity holders was A$1,265 million, with 68% of our net operating income (excluding earnings on capital and other

corporate items) derived from international income.

The tables below show the relative net operating income and profit contribution of each of our operating groups
in the years ended March 31, 2014 and 2013.

Net operating income of MGL Group by operating group for the years ended March 31, 2014 and 2013"

Year ended
Mar 14 Mar 13 M ovement
A$m A$m %
Macquarie Capital..........ccccceveveniene s 817 665 23
Fixed Income, Currencies &

COMMOITIES.....veeveciee ettt 1,682 1,303 29
Macquarie SECUNTIES .......cccvvvvevere e 865 663 30
Banking & Financial Services........ccoovvviviienenieenenenenns 1,320 1,291 2
Macquarie FUNGS ..........cccceeeveeierenene e 1,928 1,514 27
Corporate & ASSet FiINaNCE.........coovveevrvererereesseeserenenes 1,207 1,052 15
Total net operating income from operating groups... 7,819 6,488 21
COMPOTELE ...oovervveaneereseeesssessssssessss s ssssss s 313 169 85
Total net operating iNCoOMe..........ccocveiicciiiiieinns 8,132 6,657 22
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Profit contribution of MGL Group by operating group for the years ended March 31, 2014 and 2013"

Year ended
Mar 14 Mar 13 M ovement?
A$m A$m %

Macquarie Capital ..........ccvererrineree e 280 150 87
Fixed Income, Currencies & Commodities...........cccocereenne 726 563 29
Macquarie SECUNTIES.........courere e 107 (50) *

Banking & Financial Services.........ccoviiiineneneneniecene 260 243 7
Macquarie FUNAS...........ccceveeeneceese e 1,051 755 39
Corporate & ASSet FiNaNCE.........cceveueveecveiereeeeeeeeeieseeenans 826 694 19
Total contribution to profit from operating groups....... 3,250 2,355 38
(01017010 - (=20 (1,985) (1,504) (32)
Net profit after taX ... 1,265 851 49

! For further information on our segment reporting, see section 3.0 of our 2014 Fiscal Y ear Management Discussion and Analysis Report and
Note 3 to our 2014 annual financial statements.

2 The Corporate segment includes earnings on capital, group treasury operations, earnings from certain legacy assets and businesses, certain
corporate costs not recharged to operating businesses, employment related costs, income tax expense, profit attributable to non-controlling
interests and internal management accounting adjustments and charges.

8 “*" indicates that the absolute percentage change in the balance was greater than 300% or indicates the result was a gain in one period but a
lossin another, or vice versa.
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Regional activity

At March 31, 2014, MGL Group employed over 13,900 staff globaly and conducted its operations in 28
countries.

The chart below shows MGL Group'’s international income by region in the 2014 fiscal year.

International income of MGL Group' by region for the year ended March 31, 2014

EUROPE, MIDDLE EAST

Income: A$1,574m (20% of total) Income:A$1,043m (13% of total) Income: A$2,709m (35% of total)
Staff: 1,248 Staff: 3,447 Staff: 2,685

AUSTRALIA AND NEW
ZEALAND

Income: A$2,456m (32% of total)
Staff: 6,533

For further information on our segment reporting, see section 3.0 of our 2014 Fiscal Y ear Management Discussion and Analysis Report and
Note 3 to our 2014 annual financial statements.

Staff seconded to joint venture not included in official headcount (South Africa: Macquarie First South, Moscow: Macquarie Renaissance).

Australia and New Zealand. MBL Group, the predecessor of MGL Group, has its origins as the merchant bank
Hill Samuel Australia Limited, created in 1969 as a wholly-owned subsidiary of Hill Samuel & Co. Limited,
London, and began operations in Sydney in January 1970 with only three staff. As at March 31, 2014, MGL Group
employed over 6,500 staff across Australia and New Zealand. In the 2014 fiscal year, Australia and New Zealand
contributed A$2.5 billion (32%) of our net operating income (excluding earnings on capital and other corporate
items) as compared to A$2.3 billion (36%) in the 2013 fiscal year.

Americas. MGL Group has been active in the Americas for 20 years, when we established our first office in
New York in 1994, and has grown rapidly over the last several years, principally through acquisitions of Delaware
Investments, FPK, Tristone, Blackmont and Constellation Energy, and the growth of our Energy Trading and Credit
Trading businesses. As at March 31, 2014, MGL Group employed over 2,600 staff across the United States, Canada,
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Mexico and Brazil. In the 2014 fiscal year, the Americas contributed A$2.7 billion (35%) of our net operating
income (excluding earnings on capital and other corporate items) as compared to A$2.2 billion (34%) in the 2013
fiscal year.

Asia. MGL Group has been active in Asia for almost 20 years, when we established our first office in Hong
Kong in 1995. As at March 31, 2014, MGL Group employed over 3,400 staff across China, Hong Kong, India,
Indonesia, Japan, South Korea, Malaysia, the Philippines, Singapore, Taiwan and Thailand. MGL has expanded the
regional investment and product platforms of Macquarie Funds, Corporate & Asset Finance as well as Fixed
Income, Currencies & Commaodities, which had established an Asian regional “hub” in Singapore in the 2011 fiscal
year. In the 2014 fiscal year, Asia contributed A$1.0 billion (13%) of our net operating income (excluding earnings
on capital and other corporate items) as compared to A$0.8 billion (11%) in the 2013 fiscal year.

Europe, Middle East & Africa. MGL Group has been active in Europe since the late 1980s, in Africa since 2000
and the Middle East since 2005. As at March 31, 2014, MGL Group employed over 1,200 staff across the
United Kingdom, Germany, France, Luxembourg, the Netherlands, Sweden, Austria, Ireland, Switzerland, South
Africa, Abu Dhabi and Dubai. In the 2014 fiscal year, Europe, Middle East & Africa contributed A$1.6 billion
(20%) of our net operating income (excluding earnings on capital and other corporate items) as compared to
A$1.2 hillion (19%) in the 2013 fiscal year.

For further information on our segment reporting, see section 3.0 of our 2014 Fiscal Year Management
Discussion and Analysis Report and Note 3 to our 2014 annual financia statements. For further information on our
international income for the 2014 and 2013 fiscal years, see section 3.9 of our 2014 Fiscal Year Management
Discussion and Analysis Report.
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RISK FACTORS

We are subject to a variety of risks that arise out of our financial services and other businesses. We manage our
ongoing business risks in accordance with our risk management policies and procedures, some of which are
described in Note 38 to our 2014 annual financial statements. The following are some of the more significant risk
factorsthat could affect our businesses, results of operation or financial condition.

Our business and financial condition has been and may be negatively impacted by adverse global credit and other
market conditions. Economic conditions, particularly in the United States, Europe and Asia, may have a negative
impact on MGL’sfinancial condition and liquidity.

In recent years, global credit and equity markets have been characterized by uncertainty and volatility, with
such markets continuing to demonstrate reduced liquidity, widened credit spreads and decreased price transparency.
More recently, these challenging market conditions have resulted primarily from the ongoing sovereign debt
concerns in Europe and concerns about U.S., Chinese and global growth, including in relation to the withdrawal of
fiscal stimulus measures, and systemic reviews of the banking sector by rating agencies and regulators, imposing
additional capital and other regulatory requirements. Our businesses operate in or depend on the operation of global
markets, either directly or indirectly, including through exposures in securities, loans, derivatives and other
activities. In particular, uncertainty in global credit markets, increased funding costs, constrained access to funding,
and the decline in equity and capital market activity have impacted transaction flow in a range of industry sectors,
all of which have adversely impacted our financial performance.

MGL may continue to endure similar or heightened adverse impacts from such conditions in the future. MGL
may also face new costs and challenges as a result of general economic and geopolitical events and conditions. For
instance, a European sovereign default, slowdown in the U.S. or Chinese economies, slowing growth in emerging
economies or departure of a European country from the Euro zone or the market perception of such events could
disrupt global funding markets and the globa financial system more generally. MGL may also be impacted
indirectly through its counterparties that may have direct exposure to European sovereigns and financial institutions.
See “Macquarie Group Limited — Additional financial disclosuresfor the 2014 fiscal year — Euro-zone exposures’
for adescription of MGL’ s exposure in certain European countries as of March 31, 2014.

Since 2008, governments, regulators and central banks globally have taken numerous steps to increase liquidity
and to restore investor and public confidence. There can be no assurance that the relief measures implemented by
governments and central banks around the globe to restore confidence in financia systems and bolster economic
growth will result in a sustained long-term stabilization of financial markets, or what impact the withdrawal of such
relief measures or the consequential impacts of substantial fiscal stimulus on the budgets of sovereigns will have on
global economic conditions or MGL’s financia condition.

Our businesses, including our advisory, transaction execution, funds management and lending businesses, have
been and may be adversely affected by market uncertainty, volatility or lack of confidence due to general declines
in economic activity and other unfavorable economic, geopolitical or market conditions, or by the impact of
changesin foreign exchangerates.

Poor economic conditions and other adverse geopolitical conditions can adversely affect and have adversely
affected investor and client confidence, resulting in significant industry-wide declines in the size and number of
underwritings and of financial advisory transactions and increased market risk as a result of increased volatility,
which could have and have had an adverse effect on our revenues and our profit margins. For example, our
brokerage and commission and other fee income, M&A advisory and underwriting fee income and our client
facilitation fee income may be, and have been, impacted by transaction volumes. In addition, in certain
circumstances, market uncertainty or general declines in market or economic activity may affect our client execution
businesses by decreasing levels of overall activity or by decreasing volatility, but at other times market uncertainty
and even declining economic activity may result in higher trading volumes or higher spreads or both. Our trading
income may be adversely impacted during times of subdued market conditions and client activity and increased
market risk from higher volatility can lead to trading losses or cause us to reduce the size of our trading businesses
in order to limit our risk exposure. Market conditions, as well as declines in asset values, may cause our clients to
transfer their assets out of our funds or other products or their brokerage accounts and result in reduced net revenues,
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principaly in our funds management business. Our funds management fee income, including base and performance
fees, may be impacted by volatility in equity values and returns from our managed funds. Our loan portfolio may
also be impacted by deteriorating economic conditions. We assess the credit quality of our loan portfolio and the
value of our proprietary investments, including our investments in managed funds, for impairment at each reporting
date. Our returns from asset sales are also subject to the current economic climate. If financial markets decline,
revenues from our variable annuity products are likely to decrease. In addition, increases in volatility increase the
level of our risk weighted assets and increase our capital requirements. Increased capital requirements may require
usto raise additional capital.

Our liquidity, profitability and businesses may be adversely affected by an inability to access international capital
markets or by an increasein our cost of funding.

Liquidity is essentia to our business, and we rely on credit and equity markets to fund our operations. Our
liquidity may be impaired by an inability to access secured or unsecured debt markets, an inability to sell assets or
unforeseen outflows of cash or collateral. Our liquidity may also be impaired due to circumstances that we may be
unable to control, such as general market disruptions, which may occur suddenly and dramatically, an operational
problem that affects our trading clients or ourselves, or changes in our credit spreads, which are continuous, market-
driven, and subject at times to unpredictable and highly volatile movements. For a more detailed description of
liquidity risk, refer to section 5.0 of our 2014 Fiscal Y ear Management’s Discussion and Analysis Report.

General business and economic conditions are key considerations in determining our access to capital markets,
cost of funding and ability to meet our liquidity needs and include, but are not limited to, changes in short-term and
long-term interest rates, inflation, monetary supply, commodities volatility and results, fluctuations in both debt and
equity capital markets, relative changes in foreign exchange rates, consumer confidence and the relative strength of
the economies in which we operate. Renewed turbulence or a worsening general economic climate could adversely
impact any or all of these factors. Should conditions remain uncertain for a prolonged period, or deteriorate further,
our funding costs may increase and may limit our ability to replace, in atimely manner, maturing liabilities, which
could adversely affect our ability to fund and grow our business or otherwise have a material impact on us.

In the event that our current sources of funding prove to be insufficient, we may be forced to seek alternative
financing, which could include selling liquid securities or other assets. The availability of aternative financing will
depend on a variety of factors, including prevailing market conditions, the availability of credit, our credit ratings
and credit capacity. The cost of these alternatives may be more expensive than our current sources of funding or
include other unfavorable terms, or we may be unable to raise as much funding as we need to support our business
activities. This could slow the growth rate of our businesses, cause us to reduce our term assets and increase our cost
of funding, all of which could reduce our profitability. In the event that we are required to sell assets, there is no
assurance that we will be able to obtain favorable prices on some or al of the assets we offer for sale or that we will
be able to successfully complete asset sales at an acceptable price or in an acceptable timeframe. In addition, the sale
of income earning assets may adversely impact our income in future periods.

Many of our businesses are highly regulated and we could be adversely affected by temporary and permanent
changes in regulations and regulatory policy or unintended consequences from such changes and increased
compliance requirements, particularly for financial institutions, in the markets in which we operate.

Many of our businesses are highly regulated in most jurisdictions in which we do business. We have businesses
in multiple sectors, including as licensed brokers, investment advisers or other regulated financial services providers.
We operate similar kinds of businesses across multiple jurisdictions, and some of our businesses operate across more
than one jurisdiction or sector and are regulated by more than one regulator. Additionally, some members of MGL
Group own or manage assets and businesses that are regulated. Our businesses include regulated banks (in Australia
and the United Kingdom) that operate branches in the United Kingdom, the Dubai International Finance Centre,
Singapore, Hong Kong and South Korea and representative offices in the United States, New Zealand and
Switzerland. The regulations vary from country to country but generally are designed to protect depositors and the
banking system as a whole, not holders of MGL's securities or creditors. In addition, as a diversified financia
institution, many of our businesses are subject to financial services regulation other than prudential banking
regulation in most jurisdictions in which we operate, including in the United States in respect of our broker-dealer,
over-the-counter (OTC) derivatives and funds management businesses. Certain regulatory developments will
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significantly alter the regulatory framework and may adversely affect our competitive position and profitability.
Some of the key regulators and regulatory frameworks applicable to our businesses are described below under
“Regulation and supervision”.

Regulatory agencies and governments frequently review banking and financia services laws, regulations and
policies, including fiscal policies, for possible changes. Changes to laws, regulations or policies, including changes
in interpretation or implementation of laws, regulations or policies, could substantially affect us or our businesses,
the products and services we offer or the value of our assets, or have unintended conseguences or impacts across our
business. These may include changing required levels of liquidity and capital adequacy, increasing tax burdens
generaly and on financial transactions, limiting the types of financial services and products that can be offered
and/or increasing the ability of other providersto offer competing financia services and products, as well as changes
to prudential regulatory requirements. Future changes in laws, regulations or policies as described above can be
unpredictable, and beyond our control and could adversely affect our business.

MGL isregulated by APRA as a NOHC. APRA may introduce new prudentia regulations or modify existing
regulations, including those that apply to MGL as a NOHC. Any such event could result in changes to the
organizational structure of MGL Group and adversely affect the business or financial performance of MGL Group.

Global economic conditions have led to increased supervision and regulation, as well as changes in regulation
in markets in which we operate, particularly for financial institutions, and will lead to further significant changes of
this kind. In addition, regulation is becoming increasingly extensive and complex and some areas of regulatory
change involve multiple jurisdictions seeking to adopt a coordinated approach or certain jurisdictions seeking to
expand the territorial reach of their regulation. Furthermore, the nature and impact of future changes are not
predictable and beyond our control and there is operational and compliance risk associated with the implementation
of any new laws and regulations that apply to us as a financial institution. In particular, changes in applicable laws,
regulations or other governmental policies could adversely affect one or more of our businesses and could require us
to incur substantial costs.

We are responsible for ensuring that we comply with al applicable legal and regulatory requirements (including
accounting standards, where applicable, as well as rules and regulations relating to corrupt and illegal payments and
money laundering) and industry codes of practice, as well as meeting our ethical standards. The failure to comply
with applicable regulations could result in suspensions, restrictions of operating licenses, fines and penalties or
limitations on our ahility to do business. They could also have adverse reputational consequences. These costs,
expenses and limitations could have an adverse effect on our business, results of operations, financia performance
or financial condition. The legal and regulatory requirements described above could also adversely affect the
profitability and prospects of us or our businesses to the extent that they limit our operations and flexibility of our
businesses. The nature and impact of future changesin such policies are not predictable and are beyond our control.

We may be adversely affected by increased governmental and regulatory scrutiny or negative publicity.

Governmental scrutiny from regulators, legidative bodies and law enforcement agencies with respect to matters
relating to the financial services sector generally has increased dramatically over the past several years, in particular,
on matters such as business operations, capital, liquidity and risk management and compensation. The financial
crisis and the subsequent political and public sentiment regarding financial institutions has resulted in a significant
amount of adverse press coverage, as well as adverse statements or charges by regulators or other government
officials, and in some cases, to increased regulatory scrutiny, investigations and litigation. Responding to and
addressing such matters, regardless of the ultimate outcome, is time-consuming and expensive and can divert the
time and effort of our senior management from our business. Penalties and fines sought by regulatory authorities
have increased substantially over the last several years, and regulators have become aggressive in commencing
enforcement actions or with advancing or supporting legisation targeted at the financial services industry. Adverse
publicity, governmental scrutiny and legal and enforcement proceedings can also have a negative impact on our
reputation, which could adversely affect our businesses and results of operations.
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Changes and increased volatility in currency exchange rates may adversely impact our financial results and our
financial and regulatory capital positions.

While our financial statements are presented in Australian dollars, a significant portion of our operating income
is derived, and operating expenses are incurred, from our offshore business activities, which are conducted in a
broad range of currencies and with counterparties around the world. Changes in the rate at which the Australian
dollar istranslated from other currencies can impact our financial statements and the economics of our business.

Although we seek to carefully manage our exposure to foreign currencies through matching of assets and
liahilities in local currencies and through the use of foreign exchange forward contracts to hedge our exposure, we
are still exposed to exchange risk. Insofar as we are unable to hedge or have not completely hedged our exposure to
non-Australian currencies, our reported profit or foreign currency translation reserve would be affected.

Investors should be aware that exchange rate movements may adversely impact our future financial results.
MGL Group'’s regulatory capital position may be adversely impacted by a depreciating Australian dollar, which
increases the capital requirement for assets denominated in currencies other than Australian dollars.

Our business may be adversely affected by our failure to adequately manage the risks associated with certain
strategic opportunities and new businesses, including acquisitions, and the exiting or restructuring of existing
businesses.

From time to time we may evaluate strategic opportunities and undertake acquisitions of businesses, some of
which may be material. Certain acquisition opportunities may arise, for example, as competitors choose to exit what
they consider non-core activities. Our completed and prospective acquisitions and growth initiatives may cause us to
become subject to unknown liabilities of the acquired or new business and additional or different regulations.

We may over value the acquisition, we may not achieve expected synergies from the acquisition, we may
achieve lower than expected cost savings or otherwise incur losses, we may |ose customers and market share, we
may face disruptions to our operations resulting from integrating the systems, processes and personnel (including in
respect of risk management) of the acquired businessinto MGL Group, our management’ s time may be diverted to
facilitate the integration of the acquired business into MGL Group, or the acquisition may have negative impacts on
our results, financial condition or operations. Where our acquisitions are in foreign jurisdictions, or are in emerging
economies in particular, we may be exposed to heightened levels of regulatory scrutiny and political, social or
economic disruption and sovereign risk in emerging and growth markets. We may also underestimate the costs
associated with outsourcing, exiting or restructuring existing businesses.

In addition, there are current and prospective strategic risks associated with timely business decisions, proper
implementation of decisions or responsiveness to changes in our current operating environment. From time to time,
we may evaluate other strategic opportunities, the outcome of which is dependent upon the quality of our strategic
planning process, the implications of the strategy on risk appetite and our ability to evaluate and, if determined to be
worthwhile, implement such strategic opportunities.

Our businessis substantially dependent on our brand and reputation.

We believe our reputation in the financia services markets and the recognition of the Macquarie brand by our
customers are important contributors to our business. Many companies in MGL Group and many of the funds
managed by entities owned, in whole or in part, by MGL use the Macquarie name. Our reputation and, as a result,
our business and business prospects could be adversely affected if any of the entities using the Macquarie name take
actions that bring negative publicity on MGL Group.

The financial condition and results of operation of MGL Group may be indirectly adversely affected by the
negative performance, or negative publicity in relation to, any Macquarie-managed fund or funds that Macquarie has
promoted or is associated with, as investors and lenders may associate such funds with the name, brand and
reputation of MGL Group and other Macquarie-managed funds. In addition, if funds that use the Macquarie name or
are otherwise associated with Macquarie-managed infrastructure assets, such as roads, airports, utilities and water
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distribution facilities that people view as community assets, are perceived to be managed inappropriately, those
managing entities could be subject to criticism and negative publicity, harming our reputation and the reputation of
other entities that use the Macquarie name.

Competitive pressure, both in the financial services industry, as well as in the other industries in which we
operate, could adversely impact our business and results of operation.

We face significant competition from local and international competitors, which compete vigorously for
participation in the various markets and sectors across which we operate, including the financial services industry.
We compete on the basis of a number of factors, including our products and services, depth of client relationships,
innovation, reputation and price. We believe that we will continue to experience pricing pressures in the future as
some of our competitors seek to obtain or increase market share. We compete, both in Australia and internationally,
with asset managers, retail and commercial banks, private banking firms, investment banking firms, brokerage firms,
internet based firms and other investment and service firms in connection with the various funds and assets we
manage and services we provide. In addition, any trend toward consolidation in the global financia servicesindustry
may create stronger competitors with broader ranges of product and service offerings, increased access to capital,
and greater efficiency and pricing power. In recent years, competition in the financial services industry has aso
increased as large insurance and banking industry participants have sought to establish themselves in markets that
are perceived to offer higher growth potential and as loca ingtitutions have become more sophisticated and
competitive and have sought alliances, mergers or strategic relationships. Many of our competitors are larger than
we are and may have significantly greater financial resources than we do and/or may be able to offer a wider range
of products which may enhance their competitive position.

Our ability to retain and attract qualified employeesis critical to the success of our business and the failure to do
so may materially adversely affect our performance.

Our employees are our most important resource, and our performance is largely dependent on the talents and
efforts of highly skilled individuals. As such, our continued ability to compete effectively in our businesses and to
expand into new business areas and geographic regions depends on our ability to retain and motivate our existing
employees and attract new employees. Competition from within the financial services industry and from businesses
outside the financial services industry, such as professiona service firms, hedge funds, private equity funds and
venture capital funds, for qualified employees has historically been intense and is expected to increase during
periods of economic growth.

In order to attract and retain qualified employees, we must compensate such employees at or above market
levels. Typically, those levels have caused employee remuneration to be our greatest expense as our
performance-based remuneration has historically been cash based and highly variable. Recent market events have
resulted in increased regulatory and public scrutiny of corporate remuneration policies and the establishment of
criteria against which industry remuneration policies may be assessed. As a NOHC regulated by APRA, we may be
subject to limitations on remuneration practices (which may or may not affect our competitors). These limitations
may require us to further ater our remuneration practices in ways that could adversely affect our ability to attract
and retain qualified and talented employees. If we are unable to continue to attract and retain qualified employees, as
a result of such changes or otherwise, or are required to pay higher remuneration in order to attract and retain
qualified employees to maintain our competitive position, or if increased regulation requires us to further change our
remuneration policies, our performance, including our competitive position, could be materially adversely affected.

In addition, current and future laws (including laws relating to immigration and outsourcing) may restrict our
ability to move responsibilities or personnel from one jurisdiction to another. This may impact our ability to take
advantage of business and growth opportunities or potential efficiencies, which could adversely affect our
profitability.

Our businessis subject to the risk of loss associated with falling prices in the equity and other markets in which
we operate.

We are exposed to changes in the value of financial instruments and other financial assets that are carried at fair
market value, as well as changes to the level of our advisory and other fees due to changes in interest rates, exchange
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rates, equity and commodity prices, credit spreads and other market risks. These changes may result from changesin
economic conditions, monetary and fiscal policies, market liquidity, availability and cost of capital, internationa and
regional political events, acts of war or terrorism, corporate, political or other scandals that reduce investor
confidence in capital markets, natural disasters or pandemics or a combination of these or other factors. We trade in
foreign exchange, interest rate, commodity, bullion, energy, securities and other markets and are an active price
maker in the derivatives market. Certain financial instruments that we hold and contracts to which we are a party are
increasingly complex, as we employ structured products to benefit our clients and ourselves, and these complex
structured products often do not have readily available markets to access in times of liquidity stress. We may incur
losses as a result of decreased market prices for products we trade, which decreases the valuation of our trading and
investment positions, including our interest rate and credit products, currency, commodity and equity positions. In
addition, reductions in the level of pricesin the equity markets or increases in interest rates may reduce the value of
our clients portfolios, which in turn may reduce the fees we earn for managing assets in certain parts of our
business. Increases in interest rates or attractive conditions in other investments could cause our clients to transfer
their assets out of our funds or other products.

Defaults by one or more other large financial institutions or counterparties could adversely affect financial
markets generally.

The commercial soundness of many financia institutions may be closdly interrelated as a result of credit,
trading, clearing or other relationships among financial ingtitutions. As aresult of, and in light of, recent significant
volatility in the financial sector and the capital markets, concerns about, or a default by, one or more institutions or
by a sovereign could lead to market-wide liquidity problems, losses or defaults by other institutions globally that
may further affect us. This is sometimes referred to as “systemic risk” and may adversely affect financial
intermediaries, such as clearing agencies, clearing houses, banks, securities firms, hedge funds and exchanges that
we interact with on adaily basis.

An increase in the failure of third parties to honor their commitments in connection with our trading, lending
and other activities, including funds that we manage, may adversely impact our business.

We are exposed to the potential for credit-related losses that can occur as aresult of an individual, counterparty
or issuer being unable or unwilling to honor its contractual obligations. We are also exposed to potential
concentration risk arising from large individual exposures or groups of exposures. Like any financial services
organization, we assume counterparty risk in connection with our lending, trading, derivatives and other businesses
where we rely on the ability of athird party to satisfy its financia obligations to us on atimely basis. The resulting
credit exposure will depend on a number of factors, including declines in the financial condition of the counterparty,
the value of property we hold as collateral and the market value of the counterparty instruments and obligations we
hold. See Note 38.1 to our 2014 annual financia statements for a description of the most significant regional,
business segment and individual credit exposures where we believe there is a significant risk of loss. Credit losses
can and have resulted in financial services organizations realizing significant losses and in some cases failing
atogether. To the extent our credit exposure increases, it could have an adverse effect on our business and
profitability if material unexpected credit losses occur. We are also subject to the risk that our rights against third
parties may not be enforceable in all circumstances.

Credit constraints of purchasers of our investment assets or on our clients may impact our income.

Historically, a portion of our income has been generated from the sale of assets to third parties, including our
funds. If buyers are unable to obtain financing to purchase assets that we currently hold or purchase with the
intention to sell in the future, we may be required to hold investment assets for a longer period of time than we
historically have or may sell these assets at lower prices than we historically would have expected to achieve, which
may lower our rate of return on these investments and require funding for periods longer than we have anticipated.

In addition, we have historically derived a portion of our income from M&A advisory fees which are typically
paid upon completion of atransaction. Our clients that engage in mergers and acquisitions often rely on access to the
secured and unsecured credit markets to finance their transactions. The lack of available credit and the increased
cost of credit may adversely affect the size, volume and timing of our clients' merger and acquisition transactions —
particularly large transactions — and may also adversely affect our financial advisory and underwriting businesses.
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Failure to maintain our credit ratings and those of our subsidiaries could adversely affect our cost of funds,
liquidity, competitive position and access to capital markets.

The credit ratings assigned to us and our subsidiaries by rating agencies are based on an evaluation of a number
of factors, including our ability to maintain a stable and diverse earnings stream, strong capital ratios, strong credit
quality and risk management controls, funding stability and security, disciplined liquidity management and our key
operating environments, including the availability of systemic support in Australia. In addition, a credit rating
downgrade could be driven by the occurrence of one or more of the other risks identified in this section or by other
events.

If we fail to maintain our current credit ratings, this could (i) adversely affect our cost of funds and related
margins, liquidity, competitive position, the willingness of counterparties to transact with us and our ability to access
capital markets or (ii) trigger our obligations under certain bilateral provisions in some of our trading and
collateralized financing contracts. Under these provisions, counterparties could be permitted to terminate contracts
with us or require us to post additional collateral. Termination of our trading and collateralized financing contracts
could cause us to sustain losses and impair our liquidity by requiring us to find other sources of financing or to make
significant cash payments or securities movements.

We may incur losses as a result of ineffective risk management processes and strategies.

While we employ a broad and diversified set of risk monitoring and risk mitigation techniques, those techniques
and the judgments that accompany their application cannot anticipate every economic and financial outcome or the
specifics and timing of such outcomes. As such, we may, in the course of our activities, incur losses. There can be
no assurance that the risk management processes and strategies that we have developed will adequately anticipate or
be effective in addressing market stress or unforeseen circumstances.

For afurther discussion of our risk management policies and procedures, see our “Risk Management Report” in
our 2014 Annual Report and Note 38 to our 2014 annual financia statements.

Future growth, including through acquisitions, mergers and other corporate transactions, may place significant
demands on our managerial, legal, accounting, IT, risk management, operational and financial resources and
may expose us to additional risks.

Future growth, including through acquisitions, mergers and other corporate transactions, may place significant
demands on our legal, accounting, 1T, risk management and operational infrastructure and result in increased
expenses. Our future growth will depend, among other things, on our ability to integrate new businesses, maintain an
operating platform and management system sufficient to address our growth, attract employees and other factors
described herein. If we do not manage our expanding operations effectively, our ability to generate revenue and
control our expenses could be adversely affected.

A number of our recent and planned business initiatives and further expansions of existing businesses are likely
to bring us into contact, directly or indirectly, with individuals and entities that are new clients, with new asset
classes and other new products or new markets. These business activities expose us to new and enhanced risks,
including reputational concerns arising from dealing with a range of new counterparties and investors, actual or
perceived conflicts of interest, regulatory scrutiny of these activities, potential political pressure, increased credit-
related and operational risks, including risks arising from accidents or acts of terrorism, and reputational concerns
with the manner in which these businesses are being operated or conducted.

Poor performance of our fundswould cause a declinein our revenue and results of operations and may adversely
affect our ability to raise capital for future funds.

Our financia condition and results of operation are directly and indirectly affected by the results of the funds
and the assets we manage, particularly our Macquarie-managed funds. Our revenue from Assets under Management
is derived principally from three sources: (i) management fees, based on the size of our funds; (ii) incentive income,
based on the performance of our funds; and (iii) investment income based on our investments in the funds, which we
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refer to as our “principal investments’. If the value of the funds we manage declines, our Assets under Management
would also decline, which would result in a decrease in our management fees from our funds. In the event that any
of our funds perform poorly due to market conditions or our underperformance, our revenue and results of
operations may decline. In addition, investors may withdraw their investments in our funds or may decline to invest
in future funds we establish as a result of poor performance of our funds or otherwise.

Long-term underperformance can have negative implications for incentive income. If the return of a fund is
negative in any period (quarterly, semi-annually or annually, depending on the fund), then the amount of the
performance deficit must be carried forward until eliminated.

The business model of MGL Group includes revenue it generates from management of funds and transactions
with the assets it manages.

As a March 31, 2014, MGL Group had A$426.9 billion in Assets under Management, and for the year ended
March 31, 2014 derived A$1,289 million of base fee income from the funds that it managed. In addition to risks
relating to fee income (as described above) and any credit exposure we may have to funds or assets owned by funds,
MGL Group’'s funds model exposesit to such risks as:

e Equity at risk: MGL Group maintains an equity interest in a number of the funds that it manages. The
market value of MGL Group’s assets is directly affected by the value of the funds managed by MGL
Group to the extent of its equity interest in those funds.

e Reputation risk: The Macquarie name is attached to many of the funds managed by MGL Group. Any
adverse developments at any of the funds we manage or the assets managed by those funds could have
an adverse impact on our reputation and public image which could adversely affect our business and
financial condition.

e Contingent liabilities: In some instances entities in MGL Group have sold assets to funds managed by
MGL Group mostly in circumstances when MGL Group is seeding a newly-formed fund with assets,
or MGL Group has sold its interest in such assets to third parties. Under the terms of some of the
agreements pursuant to which those assets have been sold we may have contingent liabilities as a result
of the representations and warranties, covenants, indemnities or other provisions of those agreements.

e Conflicts of interest: MGL Group manages and advises a large number of funds, many of which
compete for assets and investors. We have palicies in place designed to manage conflicts of interest
within MGL Group, but no assurance can be given that those policies will be adequate to prevent
actual or perceived conflicts of interest.

If we are unable to effectively manage these risks, our funds management business and reputation could be
materially harmed or we could be exposed to claims or other liabilitiesto investors in the funds.

We may experience writedowns of our funds management assets, investments, loans and other assets related to
volatile market conditions.

MGL Group recorded A$507 million of impairment charges for the year ended March 31, 2014, including
A$271 million of impairment charges on investment securities available-for-sale, investments in associates and joint
ventures, and other non-financial assets, and A$236 million of loan impairment provisions. Further impairments and
provisions may be required in future periods if the market value of assets similar to those held were to decline.

Sudden declines and significant volatility in the prices of assets may substantially curtail or eliminate the
trading markets for certain assets, which may make it very difficult to sell, hedge or value such assets. The inability
to sell or effectively hedge assets reduces our ability to limit losses in such positions and the difficulty in valuing
assets may negatively affect our capital, liquidity or leverage ratios, increase our funding costs and generally require
us to maintain additional capital.
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In addition, market volatility has in recent years impacted the value of our funds. Future valuations, in light of
factors then prevailing, may result in further impairments to our investments in our funds. In addition, at the time of
any sale of our investments in our funds, the price we ultimately realize will depend on the demand in the market at
the time and may be materially lower than their current market value. Any of these factors could require us to make
further writedowns on our investments in our funds management assets and other investments and assets, which may
be significant and may have an adverse effect on our results of operations and financia condition in future periods.

Our business operations expose us to potential tax liabilities that could have an adverse impact on our results of
operation and our reputation.

We are exposed to risks arising from the manner in which the Australian and international tax regimes may be
applied and enforced, both in terms of our own tax compliance and the tax aspects of transactions on which we work
with clients and other third parties. Our international, multi-jurisdictional platform increases our tax risks. In
addition, as a result of increased funding needs by governments employing fiscal stimulus measures, revenue
authorities in many of the jurisdictions in which we operate are known to have become more active in their tax
collection activities. While we believe that we have in place controls and procedures that are designed to ensure that
transactions involving third parties comply with applicable tax laws and regulations, any actual or alleged failure to
comply with or any change in the interpretation, application or enforcement of applicable tax laws and regulations
could adversely affect our reputation and affected business areas, significantly increase our own tax liability and
expose usto legal, regulatory and other actions.

We may incur financial loss, adverse regulatory consequences or reputational damage due to inadequate or
failed internal or external operational systems, processes, people or systems or external events.

Our businesses are highly dependent on our ability to process and monitor, on adaily basis, a very large number
of transactions, many of which are highly complex, across numerous and diverse markets in many currencies. As
our client base, business activities and geographical reach expands, developing and maintaining our operational
systems and infrastructure becomes increasingly challenging. We must continuously update these systems to support
our operations and growth, which may entail significant costs and risks of successful integration. Our financial,
accounting, data processing or other operating systems and facilities may fail to operate properly or become disabled
as a result of events that are wholly or partially beyond our control, such as a spike in transaction volume or
disruption in internet services provided by third parties, adversely affecting our ability to process these transactions
or provide these services.

We are exposed to the risk of loss resulting from human error, the failure of internal or external processes and
systems, such as from the failure of our IT systems, or from external events. Such operational risks may include
theft and fraud, improper business practices, mishandling of client monies or assets, client suitability and servicing
risks, product complexity and pricing, and valuation risk or improper recording, evaluating or accounting for
transactions or breaches of our internal policies and regulations.

In addition, there have been a number of highly publicized cases around the world involving actual or alleged
fraud or other misconduct by employees in the financial services industry in recent years, and we run the risk that
employee misconduct could occur. It is not always possible to deter or prevent employee misconduct and the
precautions we take to prevent and detect this activity have not been and may not be effective in all cases. In
addition, we also face the risk of operational failure, termination or capacity constraints of any of the counterparties,
clearing agents, exchanges, clearing houses or other financial intermediaries we use to facilitate our securities or
derivatives transactions, and as our interconnectivity with our clients and counterparties grows, we increasingly face
the risk of operational failure with respect to our clients’ and counterparties’ systems. Any such failure, termination
or constraint could adversely affect our ability to effect or settle transactions, service our clients, manage our
exposure to risk, meet our obligations to counterparties or expand our businesses or result in financia loss or
liability to our clients and counterparties, impairment of our liquidity, disruption of our businesses, regulatory
intervention or reputational damage.
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We may face information security risks.

Our businesses are highly dependent on our information technology systems. We devote significant effort to
protecting the confidentiality, integrity and availability of our computer systems, software and networks, including
maintaining the confidentiality of information that may reside on those systems. However, there can be no
assurances that our security measures will provide absolute security. Third parties with which we do business, as
well as other third parties with which our clients do business, can also be sources of operational risk to us, including
with respect to security breaches affecting such parties, breakdowns or failures of the systems or misconduct by the
employees of such parties and cyber attacks. Such incidents may require us to take steps to protect the integrity of
our own operational systems or to safeguard our confidential information and that of our clients, thereby increasing
our operationa costs and potentially diminishing customer satisfaction. It is possible that we may not be able to
anticipate or to implement effective measures to prevent or minimize damage that may be caused by all information
security threats, because the techniques used can be highly sophisticated and can evolve rapidly, and those that
would perpetrate attacks can be well resourced. An information security failure could have serious consequences for
MGL Group including operational disruption, financial losses, reputational damage, theft of intellectual property
and customer data, and could result in violations of applicable privacy laws, al of which could have a material
impact on MGL Group.

Our businesses, including our commodities activities and particularly our physical commodities trading
businesses, are subject us to the risk of unforeseen, hostile or potential catastrophic events, and environmental,
reputational and other risksthat may expose us to significant liabilities and costs.

Our businesses are subject to the risk of unforeseen, hostile or catastrophic events, many of which are outside of
our control, including natural disasters, extreme weather events (such as persistent winter storms or protracted
droughts) leaks, spills, explosions, release of toxic substances, fires, accidents on land or at sea, terrorist attacks or
other hostile or catastrophic events. Additionaly, rising climate change concerns may lead to additional regulation
that could increase the operating costs and/or reduce the profitability of our investments. In addition, we rely on
third party suppliers or service providers to perform their contractual obligations, and any failure on their part could
adversely affect our business. We may also not be able to obtain insurance to cover some of these risks and the
insurance that we have may be inadequate to cover our losses.

The occurrence of any such events may prevent us from performing under our agreements with clients, may
impair our operations or financial results, and may result in litigation, regulatory action, negative publicity or other
reputational harm.

Conflicts of interest could limit our current and future business opportunities.

As we expand our businesses and our client base, we increasingly have to address potential or perceived
conflicts of interest, including situations where our services to a particular client conflict with, or are perceived to
conflict with, our own proprietary investments or other interests or with the interests of another client, as well as
situations where one or more of our businesses have access to material non-public information that may not be
shared with other businesses within MGL Group. While we believe we have adequate procedures and controls in
place to address conflicts of interest, including those designed to prevent the improper sharing of information among
our businesses, appropriately dealing with conflicts of interest is complex and difficult, and our reputation could be
damaged and the willingness of clients to enter into transactions in which such a conflict might arise may be
adversely affected if we fail, or appear to fail, to deal appropriately with conflicts of interest. In addition, potential or
perceived conflicts could materially adversely affect our reputation or business, including give rise to claims by and
liahilities to clients, litigation or enforcement actions or discourage clients or counterparties to do business with us.

Litigation, regulatory actions and contingent liabilities may adversely impact our results of operations.

We may, from time to time, be subject to material litigation, regulatory actions and contingent liabilities, for
example, as a result of inappropriate documentation of contractual relationships, class actions or regulatory
violations, which, if they crystallize, may adversely impact upon our results of operation and financial condition in
future periods or our reputation. We regularly obtain legal advice and make provisions, as deemed necessary. There
isarisk that any losses may be larger than anticipated or provided for or that additional litigation, regulatory actions
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or other contingent liabilities may arise. Furthermore, even where monetary damages may be relatively small, an
adverse finding in a regulatory or litigation matter could harm our reputation or brand, thereby adversely affecting
our business.

In conducting our businesses around the world, we are subject to political, economic, legal, operational and other
risks.

In conducting our businesses and maintaining and supporting our global operations, we are subject to risks of
possible nationalization, expropriation, price controls, capital controls, exchange controls, economic sanctions and
other restrictive governmental actions. We could also be affected by the occurrence of diseases. Geopolitical
instability, such as threats of, potential for, or actual conflict, occurring around the world, may also adversely affect
global financia markets, general economic and business conditions and MGL's ability to continue operating or
trading in a country, which in turn may adversely affect MGL’ s business, operations and financial condition.

In addition, in some countries in which we do business or may in the future do business, in particular in
emerging markets, the laws and regulations applicable to the financial services industry are uncertain and evolving,
and it may be difficult for us to determine the exact requirements of local laws in every market. Our inability to
remain in compliance with local laws in a particular market could have a significant and negative effect not only on
our businesses in that market but also on our reputation generally. We are also subject to the enhanced risk that
transactions we structure might not be legally enforceable in all cases.

We are also subject in our operations worldwide to rules and regulations relating to corrupt and illegal payments
and money laundering, as well as laws, sanctions and economic trade restrictions relating to doing business with
certain individuals, groups and countries. While we have invested and continue to invest in our anti-money
laundering (“AML"), sanctions, and anti-bribery and anti-corruption compliance programs, the geographical
diversity of our operations, employees, clients and customers, as well as the vendors and other third parties that we
deal with, increases the risk that we may be found in violation of such rules or regulations and any such violation
could subject us to significant penalties or adversely affect our reputation.

We are also subject to the risk that our agreements do not reflect the commercial intent of the parties, especially
for complex transactions including those which involve derivatives.

There areredtrictions on the ability of subsidiaries, such as MBL, to make paymentsto MGL.

MGL is a holding company and many of its subsidiaries, including its broker-dealer, bank and insurance
subsidiaries, such as MBL, are subject to laws that authorize regulatory bodies to block or reduce the flow of funds
from those subsidiaries to MGL. Restrictions or regulatory action of that kind could impede access to funds that
MGL needs to make payments on its obligations, including debt obligations, or dividend payments. In particular, the
availability of MBL’s funding to meet the obligations of MGL or the Non-Banking Group is subject to regulatory
restrictions.

Failure of our insurance carriersor our failure to maintain adequate insurance cover could adversely impact our
results of operations.

We maintain third party insurance and self-insurance that we consider to be prudent for the scope and scale of
our activities. If our carriers fail to perform their obligations to us, our third party cover is insufficient or our
self-insurance is too great for a particular matter or group of related matters, our net loss exposure could adversely
impact our results of operations.

We are subject to risksin using custodians.
Certain funds we manage depend on the services of custodians to carry out certain securities transactions. In the

event of the insolvency of a custodian, the funds might not be able to recover equivalent assets in full as they will
rank among the custodian’ s unsecured creditors in relation to assets which the custodian borrows, lends or otherwise
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uses. In addition, the funds cash held with a custodian will not be segregated from the custodian’s own cash, and
the funds will therefore rank as unsecured creditorsin relation to the cash they have deposited.
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CAPITALIZATION AND INDEBTEDNESS
The following table sets forth our capitalization as at March 31, 2014.

The information relating to MGL Group in the following table is based on our 2014 annual financia statements,
which were prepared in accordance with AGAAP, and should be read in conjunction therewith.

Asat
Mar 14 Mar 14
Ussm* A$m

CAPITALIZATION
Borrowings®
Debt issued — due greater than 12 MonthsS.........cccceeeveeceecereniesce s 21,332 22,999
Subordinated debt — due greater than 12 months..........ccccoevveeveveeeceeserenesenne 3,247 3,501
TOtaAl DOFTOWINGS® ..o 24,579 26,500
Equity
Contributed equity

Ordinary share Capital ..........cceoeeveereririere e 5,635 6,075

TrEASUIY SNAIES.......eeeeeeeeriestesteste st eseseeeeseesee s e srestesaeeseeneeneeaeseensesaensesneens (918) (990)

EXChangeable SNareS .......cvcveeeeee e 25 27
RESEIVES..... ettt a e et st re et en 620 669
RELAINEA EAIMINGS ..ottt ettt ere e nee e e e e 5,228 5,637
Macquarie Income Preferred SECUNTIES.........oovveerereerienee e 70 76
Macquarie INCOME SECUNMTIES ......cc.eiieiereere sttt 363 391
Other NON-controlling INEEIrESES........couererereeiere e 27 29
JLIEe =1 = o [ SO 11,050 11,914
TOTAL CAPITALIZATION ..ottt 35,629 38,414

Conversions of Australian dollars to U.S. dollars have been made at the noon buying rate on March 31, 2014, which was US$0.9275 per
A$1.00. See “Exchangerates’ for further information on the historical rates of exchange between the Australian dollar and the U.S. dollar.

2 At March 31, 2014, we had A$3.8 hillion of secured indebtedness due in greater than 12 months compared to A$5.9 billion at March 31,
2013.

Total borrowings do not include our short-term debt securities, including the current portion of long-term debt, or securitizations.
Short-term debt totaled A$17.3 hillion as at March 31, 2014 and securitizations totaled A$13.4 billion as at March 31, 2014 compared to
A$14.8 billion and A$10.7 billion, respectively, as at March 31, 2013.

For details on our short-term debt position as at March 31, 2014, see section 5.3 of our 2014 Fiscal Year
Management Discussion and Analysis Report.
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SELECTED FINANCIAL INFORMATION

The selected consolidated statement of financial position data as at March 31, 2014, 2013, 2012, 2011 and 2010
and income statement data for the fiscal years ended March 31, 2014, 2013, 2012, 2011 and 2010 presented below
have been derived from our audited financial statements for the fiscal years ended March 31, 2014, 2013, 2012,
2011 and 2010. These financia statements have been prepared in accordance with AGAAP, which also complied
with International Financial Reporting Standards as issued by the International Accounting Standards Board. See
“Financial information presentation” in this Report for further information. In addition, investors should read the
following selected financial information together with the discussion in our 2014 Fiscal Year Management
Discussion and Analysis Report and sections 1.0 to 4.0 of our 2013 Fiscal Year Management Discussion and

Analysis Report.

The historical information in the following tables has been extracted from our historical financial statements.

I ncome statements
Year ended
Mar 14 Mar 14 Mar 13 Mar 12 Mar 11 Mar 10
US$m’ A$m A$m A$m A$m A$m
Interest and similar income..........ccccceeeennee. 4,277 4,611 4,649 5,368 5,304 4,591
Interest expense and similar charges............. (2,695) (2,906) (3,282) (4,035) (4,029) (3,511)
Net interest iNCOMe.......cccevvevreerrieirieeas 1,582 1,705 1,367 1,333 1,275 1,080
Fee and commission income.... 3,573 3,853 3,379 3,364 3,891 3,721
Net trading iNCOME ........ccoovveevreeerereereeeens 1,456 1,570 1,234 1,035 1,389 1,299
Share of net profits/(losses) of associates
and joint ventures accounted for using
the equity method...........ccoceevrcincenne 138 149 92 108 179 (230)
Other operating income and charges............. 793 855 585 1,123 931 768
Net operating income 7,542 8,132 6,657 6,963 7,665 6,638
Employment expenses (3,464) (3,736) (3,273) (3,560) (3,890) (3,101)
Brokerage, commission and trading-related
EXPENSES....cueverireeieeriee e (723) (779) (604) (724) (785) (645)
OCCUPANCY EXPENSES.....cvveverrerreriereereereareseenns (354) (382) (390) (456) (483) (482)
Non-salary technology expenses................... (300) (323 (260) (290) (316) (283)
Other operating eXpenses...........ccu.... (748) (806) (725) (884) (920) (833)
Total operating expenses (5,589) (6,026) (5,252) (5,914) (6,394) (5,344)
Operating profit beforeincometax........... (1,953) 2,106 1,405 1,049 1,271 1,294
INCOME taX EXPENSE......coevveeeereriereene e (767) (827) (533) (287) (282) (201)
Profit after incometax..........cceeeeveveeeeeennn. 1,186 1,279 872 762 989 1,093
Profit attributable to non-controlling
interests:
Macquarie Income Securities............coeuenene (16) (18) (22) (26) (26) (21
Macquarie Income Preferred Securities...... 4 4 4 4 4 (8)
Other non-controlling interests.................... 7 8 4 2 3 (14)
Loss attributable to non-controlling interests. (13) (14) (21) (32) (33) (43)
Prfit attributable to ordinary equity
holders of Macquarie Group Limited _ 1173 1,265 851 730 956 1,050

! Conversions of Australian dollars to U.S. dollars have been made at the noon buying rate on March 31, 2014, which was US$0.9275 per
A$1.00. See “Exchange rates’ for further information on the historical rates of exchange between the Australian dollar and the U.S. dollar.
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Statement of financial position

ASSETS

Receivables from financial ingtitutions........................
Trading portfolio @SSets........coovvirereeineeee e,
DENVALiVE SSELS.......oeccveeeveeereeere e ettt

Life investment contracts and other unitholder
INVESEMENt BSSELS? ..o ses e seee e e
Other financial assets at fair value through profit or

Property, plant and equipment..........cccccoeeeneireneneeen,
Interests in associates and joint ventures accounted
for using the equity method...........cccccveinincenne,
Intangible assets........cccovvvieiievieiienens
Deferred tax @SSetS...... ..o,
Non-current assets and assets of disposal groups
classified asheld-for-sale.........cccoevvininininns

LIABILITIES
Trading portfolio liabilities...........coereininiiiiiiee,
Derivativeliabilities ...........cccoeevneen.

Payablesto financia ingtitutions
Other financial liabilities at fair value through
Profit OF 10SS .....coueiirieiireere e
Life investment contracts and other unitholder
INVESEMENt BSSELS? ..ot eeeres e seeeeeeeneen
Debt issued at amortized COSt.......c.ccvveeevereecreseeinenn,
[ Y=o R

Deferred tax liabilitieS........ocooeveieecicieie e

Total liabilities excluding loan capital .....................
L oan capital

Macquarie Convertible Preference Securities..............
Subordinated debt at amortized COst.........cccccvvvrerirennnns
Subordinated debt at fair value through profit or

Total loan capital
Total HabilitieS ..o,

EQUITY
Contributed eQUITY ........cceeveirierirereeeeeese e

Retained €arnings.........coeovveernenineeneeeseseseseeesenens
Total capital and reservesattributable to
ordinary equity holdersof Macquarie
Group Limited .......ccooverreieneeeeneseeens
Non-controlling interests
Macquarie INCOme SECUNtiES.......ccevrerereererenereeen,
Macquarie Income Preferred Securities

Other non-controlling INtErests..........coeevvevrenerneeenns
Total EQUILY ...ooveeieeeeeeeere e
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Asat
Mar 14 Mar 14 Mar 13 Mar 12 Mar 11 Mar 10
ussm?! A$m A$m A$m A$m A$m

18,046 19,457 14,806 17,348 17,401 14,007
20,834 22,462 19,776 12,689 14,898 12,138
11,717 12,633 14,704 22,078 21,185 21,561
13,032 14,051 17,057 18,266 17,051 18,221
12,049 12,990 12,397 13,583 12,646 11,801
54,456 58,712 50,793 46,380 47,222 45,660
- - - 5,904 5,059 4,846
2,647 2,854 5,033 6,715 11,668 9,172
5,853 6,311 5,643 5,235 5,007 1,900
2,270 2,447 2,048 2,664 2,790 3,927
1,132 1,221 1,221 1,351 1,317 1,456
710 766 1,270 1,279 1,245 1,124
- - - 134 79 127
142,746 153,904 144,748 153,626 157,568 145,940
2,562 2,762 1,497 3,615 5,808 5,432
11,105 11,973 14,853 21,022 21,572 21,706
39,327 42,401 41,103 37,169 35,338 22,484
12,900 13,908 13,572 15,096 14,524 12,807
18,229 19,654 18,075 12,629 14,427 17,417
1,358 1,464 1,704 2,733 4,339 4,413
- - - 5,897 5,055 4,864
42,262 45,565 38,014 39,713 41,177 42,614
190 205 213 241 215 191
511 551 542 436 287 235
128,443 138,483 129,573 138,551 142,742 132,163
- - 616 614 595 593
3,253 3,507 2,604 2,579 1,832 916
- - - 150 467 499
3,253 3,507 3,220 3,343 2,894 2,008
131,696 141,990 132,793 141,894 145,636 134,171
11,050 11,914 11,955 11,732 11,932 11,769
4,741 5112 5,907 6,235 6,513 6,684
620 669 57 44 310 280
5,229 5,637 5,439 4,924 4,581 4,268
10,590 11,418 11,403 11,203 11,404 11,232
363 391 391 391 391 391
70 76 60 63 63 67
27 29 101 75 74 79
11,050 11,914 11,955 11,732 11,932 11,769
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! Conversions of Australian dollars to U.S. dollars have been made at the noon buying rate on March 31, 2014, which was US$0.9275 per
A$1.00. See “Exchangerates’ for further information on the historical rates of exchange between the Australian dollar and the U.S. dollar.

2 During the 2014 fiscal year, certain new accounting standards and amendments to existing accounting standards became applicable, including
AASB 10, which relates to principles of consolidation and was applied by MGL from April 1, 2013. Comparative information for the 2013
fiscal year presented in this Report has been restated to reflect the application of AASB 10, which resulted in a decrease in life investment
contracts and other unitholder investment assets (which are now included in other assets as at March 31, 2014) and total assets, with a
corresponding decrease in life investment contracts and other unitholder liabilities (which are now included in other liabilities as at March 31,
2014) and total liabilities. Comparative information for earlier periods have not been restated to reflect the application of AASB 10. See
“Financial Information Presentation — Application of new accounting standards” for further information.
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Other financial data

Asat
Mar 14 Mar 13 Mar 12 Mar 11 Mar 10

Per shareinformation

(Amountsin A%)

Basic earnings per share (cents per share) .............. 383.6 251.2 210.1 282.5 320.2

Diluted earnings per share (cents per share)........... 369.2 246.1 202.3 275.9 3174

(Amounts in US$)*

Basic earnings per share (cents per share) .............. 355.8 261.5 217.8 292.6 293.6

Diluted earnings per share (cents per share)........... 342.4 256.2 209.7 285.8 291.0

Number of shares onissue (in millions) ................. 321.0 339.5 348.6 346.8 344.2

Ratios

Net loan losses as a percentage of |oan assets 04 0.5 0.5 04 0.8
(@NNUAlIZEd %0)° ...

Ratio of earningsto fixed charges®...........cccoo..... 1.7x 1.4x 1.3x 1.3x 1.5x

Expenselincome ratio (%)% .........occoeveeeveerereeeenens 74.1 78.9 84.9 834 80.5

Annualized return on equity (%)°.........cceereveeenneen. 111 7.8 6.8 8.8 10.1

Ordinary dividend payout ratio (%)° ..........cccoe...... 66.8 79.0 66.4 67.3 60.4

1

Conversions of Australian dollars to U.S. dollars have been made at the noon buying rate on March 31 (or closest prior business day
thereto) of the applicable year. See “Exchange rates’ for further information on the historical rates of exchange between the Australian
dollar and the U.S. dollar.

Net loan losses as a percentage of loan assets excludes amounts relating to mortgage securitization special purpose entities. MGL's
exposure in relation to these entities is largely mitigated by credit insurance. As a result, any loan losses in these vehicles do not have a
material effect on our results.

For the purpose of computing ratios, earnings consist of net profit before interest costs, operating lease rental payments, income tax and
non-controlling interests. Fixed charges consist of interest costs plus rental payments under operating leases.

Total operating expenses expressed as a percentage of net operating income.

The profit after income tax attributable to ordinary shareholders expressed as an annualized percentage of the average ordinary equity over
the relevant period.

Excludes the special dividend relating to the distribution of Sydney Airport stapled securities to eligible MGL shareholdersin January 2014.
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MACQUARIE GROUPLIMITED
Overview

MGL is an ASX-listed diversified financial services holding company headquartered in Sydney, Australia and
regulated as a NOHC by APRA. As a provider of banking, financial, advisory, investment and funds management
services, MGL is primarily a client-driven business which generates income by providing a diversified range of
products and services to clients. MGL Group acts on behaf of ingtitutional, corporate, and retail clients and
counterparties around the world. MGL's market capitalization as at the close of business on May 2, 2014 was
A$18.9 hillion (approximately US$17.5 hillion based on the noon buying rate on May 2, 2014 of US$0.9257 per
A$1.00).

At March 31, 2014, MGL employed over 13,900 staff, had total assets of A$153.9 billion and total equity of
A$11.9 billion. For the 2014 fiscal year, our net operating income was A$8.1 billion and profit after tax attributable
to ordinary equity holders was A$1,265 million. As at March 31, 2014, MGL conducted its operations in 28
countries, with 68% of our net operating income (excluding earnings on capital and other corporate items) being
derived from international income. See “Macquarie Group Limited — Our business — Regional activity” below for
further information. MGL was incorporated in the State of Victoria on October 12, 2006. Its principa place of
business is Level 7, No. 1 Martin Place, Sydney, New South Wales 2000, Australia. The telephone number of its
principal place of businessis +612-8232-3333.

Board and management changes since the beginning of the 2014 fiscal year
The following board and management changes occurred since the beginning of the 2014 fiscal year:

e Nicola Wakefield Evans was appointed to the Boards of MGL and MBL as a Non-Executive Director,
effective February 7, 2014. Ms. Wakefield Evans is currently a director of Lend Lease Corporation
Limited, Toll Holdings Limited and BUPA Australia & New Zealand Group. She is also a member of the
Advisory Board at the University of New South Wales Law School and a director of Asialink at the
University of Melbourne. Ms. Wakefield Evans has extensive experience as a corporate finance lawyer at
King & Wood Mallesons (previously Mallesons Stephen Jagues), where she was a partner for over 20
years, including Managing Partner, Practice division (Sydney) from 2004 to 2007, and Managing Partner,
International (Hong Kong) from 2007 to 2010. Ms. Wakefield Evans is a member of the Australian
Intitute of Company Directors, the International Bar Association and Chief Executive Women. She holds a
Bachelor of Jurisprudence and Laws and is a qualified lawyer in Australia, Hong Kong and the United
Kingdom. She was also included in the Australian Financial Review and Westpac Group’s inaugural list of
“Australia’ s 100 Women of Influence”;

e John Niland retired as a Non-Executive Director from the Boards of MGL and MBL, effective December
31, 2013;

e Patricia Cross was appointed to the Boards of MGL and MBL as a Non-Executive Director, effective
August 7, 2013. Mrs. Cross is currently a director of Aviva plc, and a founding director of the Grattan
Ingtitute. She is also an Australian Indigenous Education Foundation ambassador. Mrs. Cross has extensive
international financial and banking experience, through senior executive roles with Chase Manhattan Bank
and Chase Investment Bank, Banque Nationale de Paris and National Australia Bank. At Nationa Australia
Bank, Mrs. Cross was responsible for the Wholesale Banking and Finance Division and was a member of
the Executive Committee. Previoudly she was a Director of Qantas Airways Limited, National Australia
Bank Limited, JBWere Limited, Wesfarmers Limited, AMP Limited, Suncorp-Metway Limited, Chairman
of Qantas Superannuation Limited and Deputy Chairman of the Transport Accident Commission of
Victoria. Mrs. Cross has held a number of honorary government positions, including five years as a
founding member of the Financial Sector Advisory Council, APEC Business Advisory Council, and as a
member of the Panel of Expertsto the Australia as a Financial Centre Forum. She has also served on awide
range of not for profit boards, including the Murdoch Childrens Research Institute. In 2001, Mrs. Cross
received the Australian Centenary Medal for service to Australian society through the finance industry;
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e Gary Banks was appointed to the Boards of MGL and MBL as a Non-Executive Director, effective
August 1, 2013. Professor Banks is Dean and Chief Executive Officer of the Australia and New Zealand
School of Government (ANZSOG). He was Chairman of the Australian Productivity Commission from its
inception in 1998 until 2012. He is a Professoria Fellow at the University of Melbourne and Adjunct
Professor at the Australian National University. Professor Banks currently chairs the Regulatory Policy
Committee of the Organisation for Economic Co-operation and Development (OECD) and is a Member of
the Advisory Board of the Melbourne Ingtitute and the Prime Minister's Business Advisory Council. He
was previously a Senior Economist with the GATT Secretariat in Geneva, Visiting Fellow at the Trade
Policy Research Centre in London, Projects Director with the Centre for International Economics in
Canberra and has been a consultant to the World Bank, OECD and World Trade Organisation. He chaired
the Regulation Taskforce in 2006 and the Infrastructure Stream at the Prime Minister’s 2020 Summit;

e Catherine Livingstone retired as a Non-Executive Director from the Boards of MGL and MBL, effective
July 25, 2013; and

e Mary Reemst was appointed as an Executive Director to the Board of MBL and as Managing Director and
Chief Executive Officer of MBL to replace Greg Ward, effective July 1, 2014. Ms. Reemst is currently
MGL’s Head of Credit within the Risk Management Group, having served in that role for the past 11 years
and with MGL for approximately 15 years.

Recent developments

Following shareholder approval on December 12, 2013, the distribution of Sydney Airport stapled securities to
MGL shareholders was completed on January 13, 2014. The distribution had the following impact on MGL:

e A gain on distribution of approximately A$228 million was recognized in the income statement for the
2014 fiscal year;

e Investment securities available-for-sale were reduced by approximately A$1.3 hillion; and

e APRA Basd Il regulatory capital surplus was reduced by approximately A$250 million after taking into
account the release of capital currently held against the investment, profit on distribution and certain other
capital initiatives, al of which have been completed. This reduction in capital surplus was consistent with
the outstanding balance of the previously announced ordinary share buyback, which has now been
cancelled.

Organizational structure

MGL Group's business operations are conducted primarily through two groups, within which our individual
businesses operate: the Banking Group and the Non-Banking Group.

The Banking Group comprises MBL Group and has five operating groups. Corporate & Asset Finance; Banking
& Financia Services, Macquarie Funds (excluding the Macquarie Infrastructure and Real Assets division); Fixed
Income, Currencies & Commodities (excluding certain assets of the Credit Trading business and some other less
financially significant activities); and Macquarie Securities (excluding the Cash division and certain activities of the
Derivatives division, in each case, in certain jurisdictions).

The Non-Banking Group consists of Macquarie Capital; the Macquarie Infrastructure and Real Assets division
of Macquarie Funds; the Cash division and certain activities of the Derivatives division of Macquarie Securities, in
each case, in certain jurisdictions; and certain assets of the Credit Trading business and some other less financially
significant activities of Fixed Income, Currencies & Commodities.

MGL Group provides shared services to both the Banking Group and the Non-Banking Group through the
Corporate segment. The Corporate segment is not considered an operating group and comprises four central
functions: Risk Management, Legal and Governance, Financial Management and Corporate Operations. Shared
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servicesinclude: Risk Management, Finance, Information Technology, Group Treasury, Settlement Services, Equity
Markets Operations, Human Resources Services, Business Services, Company Secretarial, Media Relations,
Corporate Communications and Investor Relations Services, Taxation Services, Business Improvement and Strategy
Services, Central Executive Services, Other Group-wide Services, Business Shared Services, and other services as
may be agreed from time to time. The Corporate segment also includes the legacy assets of the former Real Estate
Banking division and the income and cash flow from these assets.

MBL and MGL have corporate governance and policy frameworks that meet APRA’s requirements for ADIs
and NOHC:s, respectively. The Banking Group and the Non-Banking Group operate as separate sub-groups within
MGL with clearly identifiable businesses, separate capital requirements and discrete funding programs. For further
information on MGL and MBL’s liquidity and funding, see the discussion in section 5.0 of our 2014 Fiscal Year
Management Discussion and Analysis Report. Although the Banking Group and the Non-Banking Group operate as
separate sub-groups, both are integral to MGL Group’sidentity and strategy as they assist MGL Group in continuing
to pursue value adding and diversified business opportunities while meeting its obligations under APRA rules.

The following diagram shows our current organizational structure of MGL Group and reflects the composition
of the Banking and Non-Banking Groups.

® Non-Operating Holding Company (NOHC)
® Non-Banking Group business

Banking Group business
O Central functions

Macquarie Group Limited
Board of Directors

Macquarie Bank Limited
Board of Directors

Macquarie Group Limited
Managing Director and CEQO

MBL Managing Director and
CEO and Group Deputy MD

Fixed Income, Macquarie Banking and Corporate
Currencies and Funds Group Financial and Asset
Commodities Services Finance

Group Group

Risk Management Group ‘

Legal and Governance

Financial Management Group

Corporate Operations Group oo

MGL will continue to monitor and review the appropriateness of the MGL structure, including the provision of
shared services. From time to time, the optimal allocation of our businesses between the Banking Group and the
Non-Banking Group and within the Banking Group and the Non-Banking Group may be adjusted and we may make
changes in light of relevant factors including business growth, regulatory considerations, market devel opments and
counterparty considerations.
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Our key strengths

We believe our profitability, the diversification of our businesses and our geographic spread has been supported
by the following key strengths:

Leading Australian and strong international franchise. We are aleading Australian financial services firm
that provides diverse financial servicesin Australia, with particular strengths in funds management, M&A,
infrastructure advisory and management, securities origination, project advisory work and securities,
foreign exchange and energy and commodities trading. This has created a strong base for our domestic and
international growth and diversification. Over the last 10 years, we have significantly increased the amount
of business we conduct outside of Australia and have transformed from a leading Australian financial
services firm growing internationally into a global provider of diversified financial services headquartered
in Australia. See “— Our history and evolution” below for further information.

Srong brand and reputation. We believe our business successes have resulted in us achieving a level of
recognition for quality, integrity and innovative products and services that has been an important element in
our ability to maintain, grow and diversify our businesses.

Diversified earnings. Our diversified earnings base has been an important factor in our successful growth.
MGL Group’s diverse sources of income include the following:

e Feeand commission income, including:

e Brokerage and commission income from institutional cash equities services provided to retail and
institutional clients by Macquarie Securities, brokerage fee income from Banking & Financia
Services, as well as brokerage revenues in futures execution and clearing markets from Fixed
Income, Currencies & Commodities;

e  Funds management fee income (including base fees, which are ongoing fees generated from funds
management activities, and performance fees, which are earned when the funds outperform
predetermined benchmarks) from Macquarie Funds;

e Fee income from M&A, advisory and underwriting services provided by Macquarie Capital and
Macquarie Securities as well as fee income from mortgage securitization vehicles, lending
activities and transaction fees,

e  Other fee and commission income from the Macquarie Wrap and other administration fee income
from Banking & Financial Services, and structuring fee income from Macquarie Funds’ structured
financial products; and

e Income from life investment contracts and other unitholder investment assets from the provision
of life insurance by Macquarie Life and True Index income earned on funds managed by
Macquarie Funds.

e Trading income generated predominately through client trading activities and products issued by
Macquarie Securities and Fixed Income, Currencies & Commodities;

e Interest income earned on residential mortgages, loans to Australian businesses, insurance premium
funding and credit cardsin Banking & Financial Services, interest income on trading assets from Fixed
Income, Currencies & Commaodities and Macquarie Securities, and leasing, corporate lending and asset
financing activities of Corporate & Asset Finance;

e  Other income from the sale of asset and equity investments, gains on the deconsolidation of controlled
entities, operating lease income, dividends and distributions; and
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e Equity accounted income from principal investments in assets and businesses where significant
influence is present.

e Geographic diversity. As at March 31, 2014, we employed over 13,900 people in 28 countries. Of those
staff, approximately 53% were located in offshore markets. As MGL Group has expanded, we have applied
the resources and experience of a global organization to our understanding of the local environment in the
countries in which we operate.

e Ability to adapt to change. Over time, we have demonstrated an ability to adapt to changing market
conditions. We have sought to take advantage of new opportunities for acquisitions and organic growth in
our areas of expertise and have aso demonstrated a preparedness to exit businesses once profit
opportunities have been exhausted. We believe our acquisitions have complemented our existing expertise
in areas such as lending and leasing, energy, financial institutions and funds management and demonstrated
our track record of successfully integrating new businesses. For further details of significant acquisitions,
see “— Our history and evolution” below.

e Sdective approach to growth and diversification. In addition to adapting our existing businesses and
expanding organically, we actively seek to diversify and grow our businesses in selective areas of expertise.
We believe that our strategy of expanding selectively, seeking only to enter markets where our particular
skills or expertise deliver added value to clients, maximizes our potential for success and is intended to
minimize unexpected losses or reputational impacts as we seek to grow and diversify.

e Experience managing growth and diversity. The experience of our management team in managing our
growth and diversification has been important to our success in realizing the benefits and controlling the
risks associated with undertaking varying businesses, developing scale and growing in new and existing
geographic regions.

e Business focus on fee income. Our main business focus is on providing services to our clients rather than
engaging in principa activities. While severa of our businesses have and expect to continue to undertake
principal investments as part of their M& A and funds management strategies, respectively, our main focus
is on generating advisory and management fees, not assuming significant principal exposure.

e Srong capital position. As at March 31, 2014, MGL had total regulatory capital of A$12.9 billion,
including A$2.7 billion of capital in excess of MGL Group’s minimum APRA regulatory requirement on a
Basel Il basis. MGL Group continues to monitor regulatory and market developments in relation to
liquidity and capital management, as discussed below under “Regulation and supervision”. For further
information on our regulatory capital position as at March 31, 2014, see section 6.0 of our 2014 Fiscal Y ear
Management Discussion and Analysis Report.

e Risk management. Managing risk is an integral part of our business, and we believe strong prudential
management has been key to our success. Where we assume risk, we do so in what we believe to be a
calculated and controlled framework. Our risk management framework is described in Note 38 to our 2014
annual financial statements and in the “Risk Management Report” in our 2014 Annual Report incorporated
by reference herein. While our approach to risk is embedded across all business units, Risk Management
manages the key risks applicable to the entire MGL Group along the following principles:

e Independence. Risk Management assesses and monitors risks for the entire MGL Group, is
independent of the operating groups and is required to approve all major risk acceptance decisions.

e Centralized risk management. Risk Management’'s MGL Group-wide responsibilities enable it to
assess risks from the perspective of the entire MGL Group and allow it to apply a consistent approach
across all operating aress.

e Approval of new business activities. Operating groups are required to consult with Risk Management
before undertaking new businesses or activities, offering new products or entering new markets. Risk
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Management’ s responsibility is to identify, quantify and assess the likely risks and establish prudential
limits that, where appropriate, are approved by our Executive Committee and Board.

e Continuous assessment. Risk Management’s responsibilities include the ongoing review of the risks
that our businesses are exposed to in order to account for changes in market circumstances and to our
operating groups.

e Frequent monitoring. Risk Management uses centralized systems to monitor credit and market risks
daily and liaise with operating groups and supporting divisions.

Our strategy

Our strategy is to focus on the medium term and is built on: providing services to clients; aigning the interests
of shareholders, investors and staff; utilizing what we believe is a conservative approach to risk management;
continuing to focus on growth and evolution; diversifying by business and geography; and adapting to change. This
approach provides us with the flexibility to enter into new business sectors and regions as opportunities emerge and
to expand our existing businessesin selective areas of expertise.

We seek to encourage growth and diversity by allowing strategy to be driven in the individual businesses at the
operating level. However, equity, credit, market, liquidity, compliance and operational risks are centrally managed
by the centralized Risk Management Group, whose responsibility is to implement appropriate assessment and
management policies in respect of these risks throughout MGL Group. MGL applies this existing strategy and risk
management framework across MGL Group.

Our business has always evolved and changed to adapt to market conditions. We continually examine
investment opportunities and have undertaken a number of strategic acquisitions in response to changing market
conditions and opportunities that have been presented to us. See “— Our history and evolution” for further
information about our acquisitions in the 2014 fiscal year. We expect to continue to assess strategic acquisition and
merger opportunities and other corporate transactions as they arise, along with exploring opportunities for further
organic growth in our existing and related businesses as an avenue of growth and diversification for MGL Group in
the medium term.

Across our international operations, the strategy focuses on building a global platform in our key areas of
expertise, through both acquisitions and organic growth, which we believe will enable us to offer a comprehensive
range of MGL products to clients around the world. See “— Our business — Regional activity” below for further
information on MGL’s performance across its key geographical regions.

Our history and evolution

MBL Group, the predecessor of MGL Group, has its origins as the merchant bank Hill Samuel Austraia
Limited, created in 1969 as a wholly-owned subsidiary of Hill Samuel & Co. Limited, London. We obtained an
Australian banking license as MBL in 1985 and in 1996, MBL was publicly listed on the ASX.

MBL’s ordinary shares were listed on ASX from July 29, 1996 until the Restructure in November 2007. Prior to
the Restructure, MBL was a widely held ASX-listed public company and engaged in certain investment banking
activities through Macquarie Capital. On November 19, 2007, when the Restructure was completed, MBL became
an indirect subsidiary of MGL, a new ASX-listed company, and MBL Group transferred most of the assets and
businesses of Macquarie Capital, and some less financialy significant assets and businesses of the former Equity
Markets group (now part of Macquarie Securities) and Treasury & Commodities (now part of Fixed Income,
Currencies & Commodities) to the Non-Banking Group. The activities not transferred to the Non-Banking Group
upon the Restructure formed part of the Banking Group or MBL. As MGL is the successor to MBL Group's
businesses, the historical financial statements of MBL Group reflect the historical results of operation and financial
condition of MGL Group’s businesses.
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Since listing, MGL has diversified its operations by business line and geography through a mix of organic
growth and strategic acquisitions, including but not limited to the acquisition of the Bankers Trust Australia
Investment Banking business in the 1999 fiscal year and the acquisition of the cash equities business of ING Group
(Asia) inthe 2004 fiscal year.

In light of opportunities that emerged from the global financial crisis and ensuing market conditions, MGL
made a number of strategic acquisitions which complemented existing operations and strengthened its global
platform. These included, but were not limited to, the following:

e the acquisition of Constellation Energy in the 2009 fiscal year, which enhanced Fixed Income, Currencies
& Commodities’ position within the North American natural gas market;

e the acquisition of Tristone in the 2010 fiscal year, which enhanced Macquarie Securities' and Macquarie
Capital’s globa energy offering;

e the acquisition of FPK in the 2010 fiscal year, which enhanced Macquarie Capital’s and Macquarie
Securities' global financia institutions expertise and further increased MGL's presence in the United
States,

e the acquisition of Blackmont in the 2010 fiscal year, which expanded Banking & Financia Services
wealth management business in Canada and provided Canadian retail distribution capabilities for MGL’s
existing equity markets business and other product offerings;

e the acquisition of Delaware Investments in the 2010 fiscal year, which enhanced Macquarie Funds' global
asset management capability;

e the acquisition of the Ford Credit and GMAC portfolios in the 2010 and 2011 fiscal years, respectively,
which enhanced Corporate & Asset Finance's motor vehicle leasing portfolio; and

e the acquisition of the ILFC aircraft operating lease portfolio in the 2011 fiscal year, which enhanced
Corporate & Asset Finance' s portfolio and the Macquarie Aviation Finance business.

In addition to these strategic acquisitions, organic growth initiatives, particularly in the 2010 and 2011 fiscal
years, such as the hiring of individuals and teams with extensive experience in targeted industries, added greater
regional depth to key businesses. This allowed many of our businesses to expand their product offerings
internationally. For further information on regional growth, see “— Our business — Regional activity” below for
further information.

Evolution has played an important role in the growth of MGL Group’s businesses and the development of
global expertisein key areas. MGL Group intends to continue to evolve its products and services to ensure that it has
the appropriate business mix to suit prevailing market conditions and client needs.
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Our business
Trading conditions and market update
Operating conditions and impact on MGL Group

The year ended March 31, 2014 was characterized by improving global market conditions, which generally
contributed to an improvement in MGL’s capital markets facing businesses. Macquarie Securities experienced
improved investor sentiment which led to increased market volumes and equity capital markets activity. However,
there was mixed activity in the second half, with weaker volumes across many Asia-Pacific markets. Market
volatility also remained subdued during the 2014 fiscal year, resulting in low levels of institutional and retail client
demand in the derivatives markets. Macquarie Capital capitalized on an improvement in mergers and acquisitions
and equity capital markets activity. Fixed Income, Currencies & Commodities also experienced continuing
improvement in market conditions across most of its businesses during the 2014 fiscal year. However, Fixed
Income, Currencies & Commodities continued to be affected by subdued mining equity markets and generally lower
metals and bulk commodities prices, although investor sentiment stabilized during the second half of the year.
Agriculture and base metals markets also experienced low levels of volatility, while credit trading benefited from
increased volatility during the fourth quarter. There was some improvement in volatility and volumes in foreign
exchange markets as well asimproved credit conditions.

MGL’s annuity-style businesses continued to perform well. Macquarie Funds increased its assets under
management as it continued to expand its infrastructure and investment management activities, resulting in increased
base fees. Corporate & Asset Finance continued to build its corporate lending and asset finance portfolio, which
contributed to higher net operating income and net interest and trading income. Banking & Financial Services
continued to increase its wrap and mortgage portfolios, which led to higher net interest and trading income.

For a discussion of the impact of trading and market conditions on our results of operation and financial
condition for the 2014 fiscal year, see our 2014 Fiscal Y ear Management Discussion and Analysis Report for further
information.

Overview of MGL Group

At March 31, 2014, MGL had total assets of A$153.9 billion and total equity of A$11.9 billion. For the 2014
fiscal year, our net operating income was A$8.1 hillion and profit after tax attributable to ordinary equity holders
was A$1,265 million, with 68% of our net operating income (excluding earnings on capital and other corporate
items) derived from international income.
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The tables below show the relative net operating income and profit contribution of each of our operating groups
in the years ended March 31, 2014 and 2013.

Net operating income of MGL Group by operating group for the years ended March 31, 2014 and 2013"

Year ended
Mar 14 Mar 13 M ovement
AS$m A$m %
Macquarie Capital..........ccoeereirereiee e 817 665 23
Fixed Income, Currencies & Commodities...........c........ 1,682 1,303 29
Macquarie SECUNTIES .......cccuve e 865 663 30
Banking & Financial Services.........cocvvenenenieeieeienns 1,320 1,291 2
Macquarie FUNAS ..........cccecereeiereres e 1,928 1,514 27
Corporate & AsSet FiNaNCe..........ccovvueveeeverecrerereererennns 1,207 1,052 15
Total net operating income from operating groups... 7,819 6,488 21
COTPOFBIE ......ooevoeveeeeeeeveeeees e 313 169 85
Total net operating inCome........ccccevveeveeeeeeceeieesnenen, 8,132 6,657 22

Profit contribution of MGL Group by operating group for the years ended March 31, 2014 and 2013

Year ended
Mar 14 Mar 13 M ovement?
A$m A$m %

Macquarie Capital ..........cccevevieieiecie e 280 150 87
Fixed Income, Currencies & Commodities..........ccocecvruenee. 726 563 29
Macquarie SECUNTIES.......cccceviere e 107 (50) *

Banking & Financial SErvices........cccvvvivvienievieseseeseeseneens 260 243 7
Macquarie FUNGS.........cccoevenireeeeere e 1,051 755 39
Corporate & ASSEt FiNaNCE......ccvvvveirerreessese e 826 694 19
Total contribution to profit from operating groups....... 3,250 2,355 38
COPPOIALE. ... er s eneanes (1,985) (1,504) (32)
Net profit after tax ... 1,265 851 49

For further information on our segment reporting, see section 3.0 of our 2014 Fiscal Y ear Management Discussion and Analysis Report and
Note 3 to our 2014 annual financial statements.

The Corporate segment includes earnings on capital, group treasury operations, earnings from certain legacy assets and businesses, certain
corporate costs not recharged to operating businesses, employment related costs, income tax expense, profit attributable to non-controlling
interests and internal management accounting adjustments and charges.

“*" indicates that the absolute percentage change in the balance was greater than 300% or indicates the result was a gain in one period but a
loss in another, or vice versa.
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Regional activity

At March 31, 2014, MGL Group employed over 13,900 staff globaly and conducted its operations in 28
countries.

The chart below shows MGL Group'’s international income by region in the 2014 fiscal year.

International income of MGL Group' by region for the year ended March 31, 2014

EUROPE, MIDDLE EAST

Income: A$1,574m (20% of total) Income:A$1,043m (13% of total) Income: A$2,709m (35% of total)
Staff: 1,248 Staff: 3,447 Staff: 2,685

AUSTRALIA AND NEW
ZEALAND

Income: A$2,456m (32% of total)
Staff: 6,533

: For further information on our segment reporting, see section 3.0 of our 2014 Fiscal Y ear Management Discussion and Analysis Report and
Note 3 to our 2014 annual financial statements.

2 Staff seconded to joint venture not included in official headcount (South Africa: Macquarie First South, Moscow: Macquarie Renaissance).

Australia and New Zealand. MBL Group, the predecessor of MGL Group, has its origins as the merchant bank
Hill Samuel Australia Limited, created in 1969 as a wholly-owned subsidiary of Hill Samuel & Co. Limited,
London, and began operations in Sydney in January 1970 with only three staff. As at March 31, 2014, MGL Group
employed over 6,500 staff across Australia and New Zealand. In the 2014 fiscal year, Australia and New Zealand
contributed A$2.5 billion (32%) of our net operating income (excluding earnings on capital and other corporate
items) as compared to A$2.3 billion (36%) in the 2013 fiscal year.

Americas. MGL Group has been active in the Americas for 20 years, when we established our first office in
New York in 1994, and has grown rapidly over the last severa years, principally through acquisitions of Delaware
Investments, FPK, Tristone, Blackmont and Constellation Energy, and the growth of our Energy Trading and Credit
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Trading businesses. As at March 31, 2014, MGL Group employed over 2,600 staff across the United States, Canada,
Mexico and Brazil. In the 2014 fiscal year, the Americas contributed A$2.7 billion (35%) of our net operating
income (excluding earnings on capital and other corporate items) as compared to A$2.2 billion (34%) in the 2013
fiscal year.

Asia. MGL Group has been active in Asia for almost 20 years, when we established our first office in Hong
Kong in 1995. As at March 31, 2014, MGL Group employed over 3,400 staff across China, Hong Kong, India,
Indonesia, Japan, South Korea, Malaysia, the Philippines, Singapore, Taiwan and Thailand. MGL has expanded the
regional investment and product platforms of Macquarie Funds, Corporate & Asset Finance as well as Fixed
Income, Currencies & Commaodities, which had established an Asian regiona “hub” in Singapore in the 2011 fiscal
year. In the 2014 fiscal year, Asia contributed A$1.0 billion (13%) of our net operating income (excluding earnings
on capital and other corporate items) as compared to A$0.8 billion (11%) in the 2013 fiscal year.

Europe, Middle East & Africa. MGL Group has been active in Europe since the late 1980s, in Africa since 2000
and the Middle East since 2005. As at March 31, 2014, MGL Group employed over 1,200 staff across the
United Kingdom, Germany, France, Luxembourg, the Netherlands, Sweden, Austria, Ireland, Switzerland, South
Africa, Abu Dhabi and Dubai. In the 2014 fiscal year, Europe, Middle East & Africa contributed A$1.6 billion
(20%) of our net operating income (excluding earnings on capital and other corporate items) as compared to
A$1.2 billion (19%) in the 2013 fiscal year.

For further information on our segment reporting, see section 3.0 of our 2013 Fiscal Year Management
Discussion and Analysis Report and Note 3 to our 2014 annual financia statements. For further information on our
international income for the 2014 and 2013 fiscal years, see section 3.9 of our 2014 Fiscal Year Management
Discussion and Analysis Report.

Operating groups
Macquarie Capital

Macquarie Capital is the primary business in the Non-Banking Group.

Macquarie Capital contributed A$280 million to MGL Group’'s net profit in the 2014 fiscal year and, as at
March 31, 2014, had over 1,100 staff operating across 21 countries, including Australia, United States, United
Kingdom, Canada, Hong Kong, South Korea, Singapore and China. For further information on Macquarie Capital’s
results of operation and financial condition for the year ended March 31, 2014, see section 3.6 of our 2014 Fiscal
Y ear Management Discussion and Analysis Report.

Macquarie Capital initiates, structures and executes transactions for corporate, institutional and government
clients as well as for MGL's funds management vehicles. It provides advice in areas such as mergers and
acquisitions, takeovers, corporate restructuring, equity capital markets, debt capital markets, equity and debt capital
management, and raises capital for clients in private and public markets. It aso undertakes principal investing
activities. It operatesin six core industry sectors:

e infrastructure, utilities and renewables;

e resources (Mining and energy);

e industrias;

o red estate

e financia ingtitutions; and

e telecommunications, media, entertainment and technology.
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Macquarie Capital also undertakes principa investments, including a range of controlling and non-controlling
equity stakes, and debt investments. These investments are often made in connection with advisory mandates or in
pursuit of future advisory assignments. The Principal Investments team within Macquarie Capital works with Risk
Management to review the legal and commercial aspects of all principal transactions to ensure that the business
commercial and strategic objectives are satisfied. This team is aso responsible for managing the ongoing
performance of principal assets on Macquarie Capital’s balance shest.

In the 2014 fiscal year, Macquarie Capital was involved in 450 transactions with an aggregate deal value of
approximately A$89 billion. Significant transactions that Macquarie Capital was involved in during the 2014 fiscal
year are described in section 3.6 of our 2014 Fiscal Y ear Management Discussion and Analysis Report.

Fixed Income, Currencies & Commodities

Fixed Income, Currencies & Commodities is primarily in the Banking Group, however, certain assets of the
Credit Trading business and some other less financially significant activities are in the Non-Banking Group.

Fixed Income, Currencies & Commodities contributed A$726 million to MGL Group's net profit in the 2014
fiscal year and, as at March 31, 2014, had over 900 staff operating across 14 countries, with locations in Australia,
Asia, the Middle East, North and South America, the United Kingdom and Europe. For further information on Fixed
Income, Currencies & Commodities' results of operation and financial condition for the year ended March 31, 2014,
see section 3.7 of our 2014 Fiscal Y ear Management Discussion and Analysis Report.

Fixed Income, Currencies & Commodities is a client and counterparty driven business, offering risk
management services, trading in select physical commodities, financing and access to markets through specialization
in fixed income, currency and commodity markets. Fixed Income, Currencies & Commodities products and
services range from exchange traded futures, over-the-counter derivatives and customized risk management
solutions, physical supply and purchase agreements, equity and asset investments and other financing arrangements.
Clients are typically large producers or consumers of commodities, or those exposed to price movement risks in
interest rates, currencies and commodities, or funds and other financia ingtitutions looking to invest in those
markets.

Fixed Income, Currencies & Commodities services its clients via regional hubs located in New Y ork, London,
Houston and Singapore. As a primarily client and counterparty driven business, Fixed Income, Currencies &
Commodities undertakes market making activities and in doing so, acts as principal in accordance with
predetermined limits.

Fixed Income, Currencies & Commaodities comprises the following divisions:

Credit Trading. Credit Trading operates primarily in the United States via its team based in New Y ork, but has
an additional presence in Sydney. Credit Trading facilitates client transactions with ingtitutional investors and
participates on a principal basisin markets for corporate debt securities, credit default swaps, syndicated bank |oans,
collateralized debt obligations, asset-backed and mortgage backed securities and derivatives of these products.
Credit Trading focuses on the high-yield and distressed sectors and to compliment this focus, its activities include
commercial mortgage finance and commercial mortgage backed securities. Other industry specialties include
healthcare, consumer/retail, energy/utilities, gaming/leisure, commodities/metals, infrastructure/transport and
medi a/tel ecommuni cations.

Energy Markets. Energy Markets operates in Houston, Calgary, New Y ork, London, Singapore, Jakarta, Seoul,
Tokyo, Sydney and Melbourne, providing products and solutions to a broad customer base across the energy sector.
Traded energy products include natural gas, liquefied natural gas (“LNG”), natural gas liquids (“NGLS"), power,
crude oil, coal, refined products and carbon emissions. In addition, the division is active across al physical energy
products, including natural gas, power, LNG, oil, NGLs and coal. Energy Markets also provides storage and
transportation services, and commodities based financing. The division provides services to clients and market
participants including producers, large industrias, airlines, utilities, wholesale marketers and aggregators.
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Macquarie Energy was ranked by Platts as the number four physical gas marketer in North America, the highest
ranked non-producer in the fourth quarter of 2013.

Fixed Income & Currencies. Fixed Income & Currencies provides currencies and fixed income trading and
hedging services to a range of corporate and institutional clients globally, operating from Sydney, Melbourne,
Singapore, Tokyo, Hong Kong, London and New York. The division offers 24-hour price making in all major
currency pairs as well as offers structured solutions and risk management hedging services. Additionally, the
division offers retail and wholesale currency delivery and technology platforms. In fixed income markets, Fixed
Income & Currencies arranges and places primary debt for clients and provides secondary market liquidity in
Australian government, semi-government fixed income and inflation linked bond markets, as well as issuance
activities and interest rate risk management services via structured solutions and derivative based products.

Futures. Futures provides a full range of execution and clearing services to corporate and institutional clients,
providing access to most major exchanges globally. Futures also provides futures services to other divisions within
Fixed Income, Currencies & Commodities and other affiliates within MGL. Futures offers trade execution
(electronic and via desk based brokers) and clearing services and makes extensive use of proprietary technology to
provide clients with customized solutions for global market access, order management, consolidated clearing and
enhanced customer specific reporting. The division is a leading provider of these services in the Australian market
and a growing participant in North America, Europe and Asia. Futures operates from offices in Sydney, Melbourne,
Brisbane, London, New Y ork, Chicago, Montreal, Hong Kong, Singapore and Mumbai.

Metals & Agriculture Sales and Trading. Metals & Agriculture Sales and Trading has staff in London, Geneva,
New York, Des Moines, Sao Paulo, Ribeirao Preto, Singapore, Hong Kong, Tokyo and Sydney providing corporate
and ingtitutional clients with trading, risk management and selected physical supply solutions. Metals related risk
management trading and hedging services are provided via 24-hour trading and price-making services in industrial
metals, bulk metals and precious metals. The agricultural offering includes sugar, coffee, cocoa, grains and oil seeds,
cotton, fertilizer, meat and livestock, dairy, pulp and paper, pam oil, rubber and ethanol. Dry freight services
include bespoke risk management solutions to ship owners, charterers and operators across al major vessel sizes.
The division also includes a Commodity Investor Products business which offers commodity-based index products
to institutional investors globally. MGL is an Associate Broker Clearing Member of the London Metal Exchange
and a Clearing Member of the London Clearing House.

Metals and Energy Capital. Metals and Energy Capital operates in Sydney, Perth, London, Houston, Calgary,
Toronto and Vancouver providing debt financing, equity capital and price risk management to producers across the
metals, industrial minerals, bulk commodities and upstream oil and gas sectors globally and, in addition, makes
markets in precious metals. Metals and Energy Capital targets opportunities in the US$5 million to US$150 million
range and provides awide range of equity and debt facilities at the corporate and project level. The division includes
in-house industry experts, such as geologists, petroleum and mining engineers. MGL is an Ordinary Member of the
London Bullion Market Association.

Central. Central serves as an incubator for various non-division specific or early stage or cross-divisional
initiatives as well as housing various Fixed Income, Currencies & Commodities-wide services including:

e Structured Commodity Finance, which offers services across agriculture, energy and metals including
revolving, working capital facilities secured by exchange traded commodities and aso provides
repurchase-style physical transactions. Additionally, Structured Commodity Finance provides mezzanine
debt, structured facilities or transactions in conjunction with other Fixed Income, Currencies &
Commodities divisions;

e Cross-product sales teams, which cover Brazil and Latin America, Eastern Europe and the Commonwealth
of Independent States, the Middle East, North Africa and South Korea. The teams specialize in a particular
country or region and support al Fixed Income, Currencies & Commodities product lines in that specific

geography;
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e Structured Global Markets, which comprises cross-border activity, local market structuring, trade solutions
and global secured financing;

e Private & Structured Finance in Asiaand Australia;
e new jurisdictions and branch initiatives; and

e joint-venture and alliances.

Recent developments

There were no significant developments for Fixed Income, Currencies & Commodities during the 2014 fiscal
year.

Macquarie Securities

Macquarie Securities operates businesses both in the Banking Group and Non-Banking Group. The Cash
division’s activities, which include cash equities broking and equity capital markets services, operate in both the
Banking Group (in respect of the Cash division’s activities in Hong Kong) and the Non-Banking Group (in respect
of the Cash division's activities in jurisdictions other than Hong Kong). Generally, the Derivatives division's
activities, which include sales of retail derivatives, arbitrage trading, equity finance and capital management are in
the Banking Group, however, certain of these activities form part of the Non-Banking Group in certain jurisdictions
due to local regulation. Effective February 24, 2014, Macquarie Securities transferred its Australian based clearing
and settlement activities for cash equities and exchange traded options from the Non-Banking Group to the Banking
Group.

Macquarie Securities contributed A$107 million to MGL Group’s net profit in the 2014 fiscal year and, as at
March 31, 2014, had over 1,100 staff operating across 19 countries, including Australia, Canada, China, Germany,
Hong Kong, India, Indonesia, Japan, South Korea, Maaysia, New Zealand, the Philippines, Singapore, South
Africa, Switzerland, Taiwan, Thailand, the United Kingdom and the United States. For further information on
Macquarie Securities' results of operation and financial condition for the year ended March 31, 2014, see section 3.5
of our 2014 Fiscal Y ear Management Discussion and Analysis Report.

Macquarie Securities comprises the following two divisions:

Cash. The Cash division is a full-service institutional cash equities broker in the Asia Pacific region, South
Africaand Canada. In the rest of the world, it operates as a specialized institutional cash equities broker. It provides
equity capital markets products and services through a joint venture with Macquarie Capital. The Cash division
forms part of the Non-Banking Group (except in respect of the Cash division’s activities in Hong Kong and its
Australian based clearing and settlement activities for cash equities and exchange traded options, each of which
form part of the Banking Group).

Derivatives. The Derivatives division combines MGL Group’s retail derivatives and arbitrage trading activities,
including sales of retail derivatives, arbitrage trading, equity finance and capital management. The Derivatives
division predominantly forms part of the Banking Group.

Recent developments

During the 2014 fiscal year, Macquarie Securities ceased issuing new equity-linked warrants in South Korea as
aresult of regulation being enacted in South Korea which MGL Group believes had the effect of making the market
commercialy unviable. Macquarie Securities expects to continue to run a structured products business in South
Korea and retain a presence and profile in the South Korean market.
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Banking & Financial Services

Banking & Financial Services is in the Banking Group and comprises MGL Group's retail banking and
financial services businesses, providing a diverse range of personal banking, wealth management and business
banking products and services to retail customers, advisers, brokers and business clients.

Banking & Financial Services contributed A$260 million to MGL Group’s net profit in the 2014 fiscal year and,
as at March 31, 2014, had approximately 2,400 staff operating predominantly in Australia.

During the 2014 fiscal year, Banking & Financia Services underwent a reorganization and now comprises the
following three divisions:

Personal Banking. Personal Banking provides retail financial products such as mortgages, credit cards and
deposits and serves clients through mortgage intermediary relationships and white-label arrangements, as well as
Macquarie-branded offerings.

Wealth Management. Weath Management provides superannuation and insurance products, as well as
stockbroking, financial advice, private banking, cash management and Macquarie Wrap platform services through
institutional relationships, avirtual adviser network and direct rel ationships with clients.

Business Banking. Business Banking provides a full range of deposit, lending and payment solutions to business
clients.

Banking & Financia Services Australian mortgages business has grown from A$11.6 hillion at March 31,
2013 to A$17.0 billion at March 31, 2014. The Macquarie Wrap administration platform funds under administration
has grown from A$25.1 billion at March 31, 2013 to A$37.7 billion at March 31, 2014. In addition, Macquarie Life
insurance inforce premiums have grown from A$155 million at March 31, 2013 to A$190 million a March 31,
2014.

Retail cash deposits have grown from A$31.0 billion at March 31, 2013 to A$33.3 billion at March 31, 2014.
Thiswas primarily due to increased Macquarie Cash Management Account deposits and at call deposits.

For further information on Banking & Financial Services' results of operation and financial condition for the
year ended March 31, 2014, see section 3.4 of our 2014 Fiscal Y ear Management Discussion and Analysis Report.

Recent developments

In April 2013, Banking & Financia Services completed the migration of Perpetua’s A$7.6 billion private
wealth administration platform onto the Macquarie Wrap platform.

In October 2013, Banking & Financial Services completed the sale of its 19.9% stake in OzForex via an initial
public offering.

In November 2013, Banking & Financial Services completed the sale of Macquarie Private Wealth Canada to
Richardson GMP, as well as the sale of its 50% holding in the Religare-Macquarie Private Wealth joint venture in
Indiato itsjoint venture partner.

In November 2013, Banking & Financia Services acquired a 25% strategic stake in Connective Broker Services
Pty Ltd, an Australian mortgage aggregator, expanding Banking & Financial Services investment in the
intermediary space.

In February 2014, Banking & Financial Services completed the integration of GE Capital’s Pacific Premium
Funding business with its existing premium funding operations and created Macquarie Pacific Funding.
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During the 2014 fiscal year, Banking & Financial Services entered a significant multi-year investment phase,
focusing on its information technology systems and digital presence to enhance its retail banking offering to clients
and drive internal efficiencies. Banking & Financial Servicesis also focused on regulatory requirements to ensure its
businesses continue to operate effectively in the changing financial services environment.

Macquarie Funds

Macquarie Funds operates businesses in both the Banking Group and the Non-Banking Group. In the Banking
Group, Macquarie Funds offers a diverse range of capabilities and products including securities investment
management and fund and equity-based solutions. In the Non-Banking Group, Macquarie Funds manages alternative
assets, specidizing in infrastructure, energy, real estate and agriculture via public and private funds, co-investments,
partnerships and separately managed accounts. With a strong client focus, disciplined investment processes and
success in product innovation, Macquarie Funds has built a reputation as aleading provider of investment solutions.

Macquarie Funds contributed A$1,051 million to MGL Group's profit in the 2014 fiscal year and, as at
March 31, 2014, had over 1,500 staff operating across 22 countries across Australia, the Americas, Europe and Asia.

As at March 31, 2014, Macquarie Funds had Assets under Management of A$424.8 hillion. For further
information on Macquarie Funds' results of operation and financial condition for the year ended March 31, 2014,
see section 3.2 of our 2014 Fiscal Year Management Discussion and Analysis Report. For further information on
Macquarie Funds Assets under Management, see “ — Funds management business — Assets under Management”
in this Report.

Macquarie Funds operates across the following three divisions. Macquarie Investment Management and
Macquarie Specialised Investment Solutions, which form part of the Banking Group, and Macquarie Infrastructure
and Real Assets, which forms part of the Non-Banking Group. Further details of each division are contained below:

Macquarie Investment Management. Macquarie Investment Management offers securities investment
management capabilities across a number of asset classes including fixed interest, currencies, equities, infrastructure
securities and multi-asset allocation solutions. It delivers a full-service offering to both retail and institutional clients
in Australia and the United States, with selective offeringsin other regions. Macquarie Investment Management also
partners with select specialist investment managers through its Macquarie Professional Series range of funds.

Macquarie Specialised Investment Solutions. Macquarie Specialised Investment Solutions manufactures and
distributes a range of tailored investment solutions over funds and listed equities including fund-linked products,
capital protected investments, a hedge fund incubation platform, infrastructure debt funds management, restructuring
solutions and agricultural investment solutions.

Macquarie Infrastructure and Real Assets. Macquarie Infrastructure and Real Assets manages alternative assets,
specidizing in infrastructure, real estate, agriculture and energy via public and private funds, co-investments,
partnerships and separately managed accounts. Its client base is primarily institutional investors, including global
pension and superannuation funds, other institutions and governments.

Recent developments

In the Non-Banking Group, Macquarie Funds continued its focus on investing capital strategically across the
globe, with A$4.0 billion of equity invested and A$5.3 billion of new equity commitments raised during the year
ended March 31, 2014. This included US$2.2 billion in investor commitments for Macquarie I nfrastructure Partners
[11 and the US$1.1 billion initial public offering of Asian Pay Television Trust. In addition, Macquarie Funds exited
its 56% holding in MGPA Limited during the 2014 fiscal year.

In the Banking Group, Macquarie Funds launched a number of new products, continued to strengthen the global
distribution team, realized the first hedge fund seeded in the fund incubation business and continued to grow the
infrastructure debt management business. In addition, Macquarie Funds completed the acquisition of ING
Investment Management Korea, a leading asset manager in South Korea, with assets under management of
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A$24.0 hillion as at the acquisition date. The acquisition, which was completed in December 2013, is expected to
strengthen Macquarie Funds' presencein Asiaand is expected to complement its existing operations in South Korea.
On May 1, 2014, Macquarie Funds announced the creation of the “Jackson Square Partners’ joint venture with the
Delaware Global Growth Team. In May 2014, Macquarie Funds aso announced the sale of the Macquarie
Investment Management Private Markets business, which is expected to be completed by early June 2014.

Corporate & Asset Finance

Corporate & Asset Finance provides innovative and traditional capital, finance and related services to clients
operating in selected international markets. Corporate & Asset Finance specializes in corporate debt and asset
finance across aircraft, motor vehicles, technology, healthcare, manufacturing, industrial, energy, rail and mining
equipment.

Corporate & Asset Finance contributed A$826 million to MGL Group'’s profit in the 2014 fiscal year and, as at
March 31, 2014, had over 1,000 staff operating across 15 countries, including Australia, New Zealand, South Korea,
the United States and the United Kingdom. For further information on Corporate & Asset Finance's results of
operation and financial condition for the year ended March 31, 2014, see section 3.3 of our 2014 Fiscal Year
Management Discussion and Analysis Report.

At March 31, 2014, Corporate & Asset Finance managed lease and loan assets of A$25.5 billion, which
represents an increase of 14% from A$22.4 billion at March 31, 2013. The asset finance portfolio of A$16.6 billion
increased 14% from A$14.5 billion at March 31, 2013. Excluding the impact of foreign exchange movements, the
asset finance portfolio increased 8%, driven largely by the performance of the motor vehicle and equipment finance
businesses. The loan portfolio of A$9.0 billion at March 31, 2014 increased 14% from A$7.9 billion at March 31,
2013, primarily due to foreign exchange movements.

Corporate & Asset Finance comprises the following seven businesses:

Macquarie AirFinance. Macquarie AirFinance provides operating leases and other financial products across
multiple aviation asset types, including the aircraft portfolio that was acquired from ILFC during the 2011 fiscal
year.

Macquarie Equipment Finance. Macquarie Equipment Finance is a globa business providing specialist
equipment finance and services solutions for a broad range of equipment types, including healthcare, technology,
communications, materials handling, manufacturing and related equipment. Macquarie Equipment Finance provides
these services directly to large customers through vendor finance solutions developed for equipment
manufacturers and resellers, and with other financial services partners.

Macquarie Leasing. Macquarie Leasing provides finance leases to small to medium enterprises, corporate,
government and retail clients in Australia. Macquarie Leasing offers products including finance leases, novated
lease agreements and commercial hire purchases for motor vehicles and other income producing plant and
equipment. The business provides floor plan finance to Australian motor vehicle manufacturers and also has a
presence in the United Kingdom.

Macquarie Lending. Macquarie Lending is Corporate & Asset Finance's corporate and real estate lending
business. It provides primary financing to clients weighted towards bespoke lending. The business is also a niche
acquirer of loans and other credit assets in secondary markets on an opportunistic basis. With global capability in
corporate and real estate credit investing and lending, the team operates through offices in London, New Y ork,
Chicago and Sydney.

Macquarie Energy Leasing. Macquarie Energy Leasing owns an electricity and gas metering portfolio in the
United Kingdom. The portfolio comprises traditional ‘mechanical’ meters and newer ‘Smart’ electronic meters.
Clients are magjor United Kingdom energy providers. Macquarie Energy Leasing also started financing commercial
solar energy in Australia during the 2014 fiscal year.
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Macquarie Rail. Macquarie Rail offers operating lease financing for customers requiring passenger, locomotive
and freight assets in Europe and freight cars in North America. In addition, Macquarie Rail offers portfolio sale and
leaseback, and portfolio acquisition services. The business has recently expanded into the European market through
its acquisition of a European rail leasing platform.

Macquarie Global Mining Equipment Finance. Macquarie Global Mining Equipment Finance provides finance
for mining equipment through finance and operating leases and secured lending. This covers arange of surface and
underground mobile mining equipment such as haul trucks, excavators and diggers. The team operates globally and
its clients include miners, contract miners and rental companies. This business also complements MGL’s existing
capabilities in resources mergers and acquisitions and commodity hedging and trading.

Recent developments

During the 2014 fiscal year, Corporate & Asset Finance extended its aircraft leasing activities into helicopters
through Macquarie Rotorcraft Leasing and continued to expand the mining equipment finance business.

The energy leasing business continued to grow its smart meter portfolio in the United Kingdom, and entered the
commercia solar energy market in Australia.

In addition, there was ongoing growth of motor vehicle and equipment finance programs. Securitization activity
was maintained during the 2014 fiscal year, with A$2.9 billion of motor vehicle and equipment leases and loans
securitized during the period. Approximately A$16.0 billion of external funding from global securitization markets
and warehouse facilities has been accessed since 2007.

During the 2014 fiscal year, there were A$3.8 billion of portfolio additions in corporate and rea estate lending
across new primary financings and secondary market acquisitions.

Corporate

The Corporate segment includes earnings on capital, group treasury operations, earnings from certain legacy
assets and businesses, certain corporate costs not recharged to operating businesses, employment related costs, share
based payments expense, income tax expense, amounts attributable to non-controlling interests and internal
management accounting adjustments and charges. In addition, during the 2013 fiscal year, the legacy assets of the
former Real Estate Banking division were transferred to the Corporate segment.

Corporate contributed a net loss of A$2.0 billion in the 2014 fiscal year and, as at March 31, 2014, had over
5,800 staff operating across all countriesin which MGL operates.

For further information on Corporate’ s results of operation and financial condition for the year ended March 31,
2014, see section 3.8 of our 2014 Fiscal Year Management Discussion and Analysis Report.

Funds management business

MGL Group's funds management businesses are conducted by both the Non-Banking Group and the Banking
Group.

In the Non-Banking Group, Macquarie Infrastructure and Real Assets is a manager of listed and unlisted funds
and managed accounts specializing in infrastructure, real estate, agriculture and energy. Macquarie Infrastructure
and Real Assets has listed funds in Australia, the United States, South Korea, Mexico and Singapore and unlisted
funds in Australia, South Korea, the Philippines, Hong Kong, China, India, the United States, Mexico, Europe,
Russia, South Africa and the Middle East. See “— Operating groups — Macquarie Funds — Macquarie
Infrastructure and Real Assets’ for further information.
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In the Banking Group, Macquarie Funds also manages a range of funds including traditional retail and
wholesale funds and provides investment management services to funds and institutional investors. See “—
Operating groups — Macquarie Funds’ above for further information.

Assets under Management provides a measure of the scale of MGL Group’ s funds management activities across
our operating groups in the Banking Group and Non-Banking Group, which is discussed in “— Assets under
Management” section below. The earning of base management fees is closely aligned with the Equity under
Management measure for Macquarie Infrastructure and Real Assets, which is discussed in section 7.2 of our 2014
Fisca Year Management Discussion and Analysis Report. For a further explanation of the distinction between
Assets under Management and Equity under Management, see “Financial information presentation — Non-GAAP
financial measures’ in this Report.

Assets under Management

For further information on MGL Group’s Assets under Management for the 2014 fiscal year, see section 7.1 of
our 2014 Management’ s Discussion and Analysis Report.

MGL Group's income from funds management is mainly derived from funds management fees. Funds
management fee income includes base fees, which are ongoing fees generated from funds management activities,
and performance fees, which are earned when the funds outperform pre-determined benchmarks. For listed funds,
incentive income is earned for outperformance of a benchmark rate of return. For Macquarie Infrastructure and Real
Assets' funds, the incentive income is typically 20% of any outperformance. In general, if the return of alisted fund
is less than the benchmark in any period, the amount of the deficit is carried forward in the calculation of the
performance fee for subsequent periods. For unlisted funds, incentive income is earned for outperformance of a pre-
determined internal rate of return. Unlisted performance fees are generally payable upon the occurrence of a
“liquidity event”, such as the conclusion of an unlisted fund’s investment term where capital is returned to investors
following completion of an asset sale or with a fund listing. The timing and quantum of these fees are therefore
unpredictable.

For further detail on MGL Group’s income from funds management, see section 2.2 of our 2014 Fiscal Year
Management Discussion and Analysis Report.

For the Macquarie Infrastructure and Real Assets division, see section 7.2 of our 2014 Fiscal Y ear Management
Discussion and Analysis Report for further information.

Equity under Management

For further information on MGL Group's Equity under Management for the 2014 fiscal year, see section 7.2 of
our 2014 Management’ s Discussion and Analysis Report.

Senior credit facility

During the 2014 fiscal year, the senior credit facility, which was initially entered into by MGL in 2007 to
finance the Restructure, was refinanced to provide new facilities with a tenor of 5 years and an aggregate amount of
US$1.82 hillion. As at March 31, 2014, the facility was partialy drawn to US$1.21 billion. The senior credit facility
comprises term facilities totaling US$0.91 hillion and revolving credit facilities totaling US$0.91 billion with
maturities in January 2019.

MGL isthe guarantor of principal, interest and any other payments due under the senior credit facility in respect
of its subsidiaries that are borrowers under the facility.

The senior credit facility includes a negative pledge that restricts MGL or any subsidiary from incurring, issuing
or assuming any financial indebtedness if it is secured by a security interest over (i) any voting shares of Banking
Holdco or Non-Banking Holdco or any other subsidiary that is a borrower, whether such voting shares are owned
now or acquired in the future; or (ii) any right, entitlement or claim of MGL to be paid, repaid or reimbursed for any
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amount by a subsidiary in relation to any loan or other facility provided by MGL utilizing all or part of the proceeds
of the senior credit facility; in each case, without providing that the lenders shall be secured equally and ratably with
such financial indebtedness. The facility agreement also includes an undertaking that the consolidated net worth of
MGL and its subsidiaries shall not at any time be less than A$7.0 billion.

Interest on outstanding amounts drawn under the senior credit facility is payable at the base rate plus a margin.
For drawings in Australian dollars, the base rate is BBSY; for drawings in Euro, the base rate is EURIBOR; and for
drawings in U.S. dollars, pounds sterling or Japanese yen, the base rate is LIBOR in the relevant currency. Funds
drawn under the senior credit facility are used for MGL’s general corporate purposes.

L egal proceedings and regulatory matters
Legal proceedings

On December 22, 2010, ASIC commenced a legal proceeding in the Federal Court of Austraia (the “Court™)
against a number of banking ingtitutions, including MBL, aleging that there was an unregistered managed
investment scheme operated by Storm Financia Limited (“ Storm”) in which the relevant banks were involved (the
“First Proceeding”). The hearing of the First Proceeding has concluded and MBL is still waiting for the judgment to
be delivered. It is unknown when it will be delivered. MBL does not believe that the outcome of the First
Proceeding will have any material effect on our financial position. Representative lega action (the “Second
Proceeding”), which alleged the existence of an unregistered managed investment scheme involving Storm on a
similar basisto ASIC's action, breach of contract, contravention of the statutory prohibitions against unconscionable
conduct and liability as a linked credit provider of Storm under Section 73 of the Trade Practices Act 1974 of
Australia, settled with court approval in December 2013. There was no appeal from this approval.

MBL has denied, and continues to deny, liability with respect to the claims made in the First Proceeding.

Revenue authorities undertake risk reviews and audits as part of their normal activities. We have assessed those
meatters which have been identified in such reviews and audits as well as other taxation claims and litigation,
including seeking advice where appropriate, and consider that MGL Group currently holds appropriate provisions.

We have contingent liabilities in respect of actual and potential claims and proceedings that have not been
determined. An assessment of likely losses is made on a case-by-case basis for the purposes of our financial
statements and specific provisions that we consider appropriate are made, as described in Note 34 to our 2014
annual financial statements. We do not believe that the outcome of any such liabilities, either individually or in the
aggregate, are likely to have a material effect on our operations or financial condition.

Competition

The financial services industry and all of our businesses are intensely competitive, and we expect them to
remain so. See “Risk factors — Competitive pressure, both in the financial services industry as well as in the other
industries in which we operate, could adversely impact our business and results of operation”. We compete, both in
Australia and internationally, with asset managers, retail and commercial banks, non-bank mortgage brokers, private
banking firms, investment banking firms and brokerage firms. The Non-Banking Group also competes with industry
focused competitors in connection with itsinfrastructure and real estate businesses.

In Australia, we face significant competition from the four major Australian commercial banks, international
banks, regional commercial banks, building societies, brokerage firms, private equity firms, mortgage repackagers
and other financial intermediaries. In recent years, competition has increased as international banks have established
an Australian presence, large insurance and banking industry participants have sought to establish themselves in
markets that are perceived to offer higher growth potential, and as local institutions have become more sophisticated
and competitive and have sought alliances, mergers or strategic relationships.

The international trend towards consolidation and strategic alliances, has significantly increased the capital base
and geographic reach of some of our competitors. Thistrend has a so hastened the globalization of the securities and
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financial services markets. To take advantage of some of our recent strategic acquisitions and organic growth
opportunities, we will need to compete successfully with financia institutions that are larger and that may have a
stronger local presence and longer operating history outside of Australia.

In North America, Europe and Asia, the principal markets in which we operate outside Australia, we compete
with commercial banks, investment banking and brokerage firms, private equity firms, large fund managers,
integrated energy companies and other broad-based financial services firms that have historically offered a broad
range of products to enhance their competitive position. See “Risk factors — Competitive pressure, both in the
financial services industry as well as in the other industries in which we operate, could adversely impact our
business and results of operation”.

In other overseas markets where we offer limited products and services, we face the challenge of competing
with firms that offer a broader range of services than we do, are better known or have a broader platform or more
financial, capital, employee or other resources. In an attempt to overcome these barriers, MBL Group or MGL
Group, where appropriate, has established aliances with local providers in a number of international markets in an
attempt to benefit from the market strength of an existing player.

We aso face intense competition in attracting and retaining qualified employees. Our ability to continue to
compete effectively in our businesses will depend upon our ability to attract new employees and retain and motivate
our existing employees and to continue to compensate employees competitively amid intense public and regulatory
scrutiny on the employee remuneration practices of financial institutions. See “Risk factors — Our ability to retain
and attract qualified employees is critical to the success of our business and the failure to do so may materially
adversely affect our performance” for more information on the regulation of our remuneration practices.

46
ACTIVE 150058396v.21



Additional financial disclosuresfor the 2014 fiscal year

Euro-zone exposures

This table includes MGL Group's exposures to certain Euro-zone countries that are currently experiencing
significant economic, fiscal and/or political strains, due to which the likelihood of default by sovereign governments
and non-sovereign entities based in those countries is higher than would be anticipated in the absence of such
factors. The exposures below are represented gross unless cash collateral has been pledged, which is the case for
certain derivative exposures. The total exposure to these countries is predominantly fully funded with minimal

unfunded committed exposures.

MGL continues to monitor these exposures but notes that due to their size and associated security, they are not

considered to be material in relation to overall balance sheet size.

Asat Mar 31, 2014

Non sover eign exposure

Sovereign  Financial Total
Financial instrument exposure ingtitutions Corporate  exposure
A$m A$m A$m A$m
Italy
Loans, receivables & COmmItMentS...........oovvveeveeeseerenenn - - 8.3 8.3
DENIVAIVE BSSELS ... eeeeeeeeeeeeeeeeeeeeeseneeeeseeseeeeeeenens - - 0.2 0.2
[TalY tOLAIS ..vvceeeeccce e - - 8.5 8.5
Spain
Loans, receivables & COmmItMENtS...........ooveveeeveeeesrersenns - 0.2 97.1 97.3
DENVALIVE BSSEES .......oooeoveeeeeeesees st ss s - 0.4 4.8 5.2
Traded debt SECUMLIES ......oveeee et e e ee e - - 12.6 12.6
SPAIN LOLAIS ..o - 0.6 1145 1151
Portugal
Loans, receivables & COMMItMENtS ...........ooveveveeeererenens - - 355 355
DENVALIVE BSSEES .......oooveeveeeeeeeeseees e seesseeesesesenns - - 0.0 0.0
Traded debt SECUMTIES .....ooveeee ettt et ee e eesen e - - 10.4 10.4
Portugal totalS.......ccccevivierereeee e - - 45.9 45.9
Ireland
Loans, receivables & CommItMents,...........oeveeveeeererreeeneen. - 0.2 107.3 107.5
DENVALIVE BSSEES .......cvooveeeoeveeesesseseeesseeresesssssesssssse s - - 9.2 9.2
Traded debt SECUIMLIES .....vvveeee ettt eeeeee e ee e eee e - - 28.3 28.3
Ireland totalS ......ccoeeceiiceecee e - 0.2 1449 145.1
Greece
Loans, receivables & commitments,..........cocoevveevereeereennen. - - - -
DENVALIVE BSSELS ... eeeeeeeeeeeeeee e eeeeeseeseeeeeseseeseseeeennenes - - 0.2 0.2
(=S w R (0] = £ - - 0.2 0.2
Cyprus
Loans, receivables & commitments,..........cocoevveerereeereeneen. - - - -
DENIVALIVE BSSELS ... eeeeeeeeeeeeeee e eeeeeeseeeeeeeeseseeneseseesseees - - 0.3 0.3
CYPrUSTOLAIS ..ottt - - 03 03
TOtal EXPOSU ...ttt senanens - 0.8 314.2 314.9
! Includes debt instruments held as loans, hold-to-maturity securities or available-for-sale securities, measured on an amortized cost basis.
Includes finance lease receivables, but does not include assets which are on operating leases. Unfunded commitments are measured as the
value of the commitment.
2

positions.
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Lease commitments, contingent liabilities and assets

We do not expect our lease commitments to have a significant effect on our liquidity needs. See Note 35 “Lease
commitments” to our 2014 annual financial statements for further information. Lease commitments are disclosed in
our annual financial statements each year and are not required to be disclosed under Australian Accounting
Standards in interim financial statements.

As at March 31, 2014, MGL Group had A$6.6 billion of contingent liabilities and commitments, including
A$1.3 billion of contingent liabilities and A$4.8 billion of commitments under undrawn credit facilities. See Note 34
“Contingent liabilities and commitments’ to our 2014 annual financia statements which shows MGL Group's
contingent liabilities and commitments at March 31, 2014.

Quantitative and qualitative disclosures about market risk

Each year we prepare a detailed analysis of market risk as it applies to MGL Group and a quantitative analysis
of MGL Group's value at risk for equities, interest rates, foreign exchange and bullion, and commodities,
individually and in the aggregate thereof. See Note 38 “Financial risk management” to MGL Group’s 2014 annual
financial statements for a quantitative and qualitative discussion of these risks.
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REGULATION AND SUPERVISION
Australia

In Australia, the principal regulators that supervise and regulate our activities are the Australian Prudential
Regulation Authority (“APRA"), the Reserve Bank of Australia (“RBA"), the Australian Securities and Investments
Commission (“ASIC"), ASX Limited (as the operator of the Australian Securities Exchange (“ASX") market),
Australian Securities Exchange Limited (as the operator of the ASX24 (formerly known as the Sydney Futures
Exchange) market), the Australian Competition and Consumer Commission (“ACCC") and the Australian
Transaction Reports and Analysis Centre (“AUSTRAC").

Set out below is a summary of certain key Australian legidative provisions that are applicable to our operations,
and a summary of the functions of each of the principal regulators.

APRA

APRA is the prudential regulator of the Australian financial services industry. APRA establishes and enforces
prudential standards and practices designed to ensure that, under all reasonable circumstances, financial promises
made by institutions under APRA'’s supervision are met within a stable, efficient and competitive financial system.
MBL isan ADI, and MGL isa NOHC, under the Australian Banking Act and, as such, each is subject to prudential
regulation and supervision by APRA. MBL and MGL have corporate governance and policy frameworks designed
to meet APRA’ s requirements for ADIs and NOHCs, respectively.

The Australian Banking Act confers wide powers on APRA which are to be exercised ultimately for the
protection of depositors of ADIsin Australia and for the promotion of financial system stability in Australia.

In its supervision of ADIs, APRA focuses on capital adequacy, liquidity, market risk, credit risk, operational
risk, associations with related entities, large exposures to unrelated entities and funds management, securitization
and covered bonds activities and governance. APRA discharges its responsihilities by requiring ADIs to regularly
provide it with reports which set forth a broad range of information, including financial and statistical information
relating to their financial position and information in respect of prudential and other matters. This information is not
generaly available to investors. APRA may also exercise certain investigative powers if an ADI fails to provide
information about its financial stability or becomes unable to meet its obligations. In carrying out its supervisory
role, APRA supplements its analysis of statistical data collected from ADIs with selective “on site” visits and formal
meetings with the ADIS senior management and external auditors. The external auditors provide additional
assurance to APRA that prudential standards applicable to ADIs are being observed, statistical and financial data
provided by ADIs to APRA are reliable, and that statutory and other banking requirements are being met. External
auditors are aso required to undertake targeted reviews of specific risk management areas as requested by APRA.
APRA may also exercise certain investigative powers if an ADI fails to provide information about its financia
stability or becomes unable to meet its obligations.

APRA is also responsible for the prudential regulation and supervision of life and general insurance companies
and superannuation funds ultimately for the benefit of policyholders and superannuation fund beneficiaries. MGL
Group's life insurance and funds management businesses are subject to and impacted by those regulations which,
among other things, regulate the operation and capital adequacy standards of statutory funds for the life insurance
business and provide for the licensing of trustees of superannuation funds.

APRA’'s prudential supervision — Capital adequacy

APRA'’s approach to the assessment of an ADI’s capital adequacy is based on the risk-based capital adequacy
framework set out in the Basedl Committee on Banking Supervisions (“Basel Committee”) publications,
“International Convergence of Capital Measurement and Capital Sandards a Revised Framework” (“Basel 11”),
revised in June 2006 and “A global regulatory framework for more resilient banks and banking systems’ (“Basel
[11"), released in December 2010 and revised in June 2011. APRA’s implementation of the Basel 1l capital
framework began on January 1, 2013 with four prudential standards implementing the Basel 111 capital reforms in

49
ACTIVE 150058396v.21



Australia coming into effect. It is expected that other prudential and reporting standards incorporating other
elements of the Basel 111 capital reformswill be released during the course of 2014.

Consistent with Basel 111, APRA’s present approach provides for a quantitative measure of an ADI’s capital
adequacy and focuses on matters including: (i) the credit risk associated with an ADI’s on-balance sheet and off-
balance sheet exposures; (ii) the operationa risk associated with an ADI’s banking activities; (iii) the market risk
arising from an ADI’s trading activities; (iv) the risk associated with securitization; and (v) the amount, form and
quality of capital held by an ADI to act as a buffer against these and other exposures.

Under its Prudentia Standard APS 111 — Capital Adequacy: Measurement of Capital (“APS 111"), APRA
requires that an ADI maintains a certain amount of regulatory capital. An ADI’s regulatory capital is assessed by
APRA in two tiers: (1) Tier 1 Capital (going concern capital), which comprises an ADI’s Common Equity Tier 1
Capital and Additional Tier 1 Capital; and (2) Tier 2 Capita (gone concern capital), in each case, less any prescribed
regulatory adjustments (where applicable). Common Equity Tier 1 Capital comprises the highest quality
components of capital that: (i) provide a permanent and unrestricted commitment of funds; (ii) are freely available to
absorb losses; (iii) do not impose any unavoidable servicing charge against earnings; and (iv) rank behind the claims
of depositors and other creditors in the event of awinding-up of the ADI. Additional Tier 1 Capital comprises high
quality components of capital that meet the requirements described in (i), (ii) and (iv) above, and aso provide for
fully discretionary capital distributions. Tier 2 Capital includes other components of capital that, to varying degrees,
fall short of the quality of Tier 1 Capital but nonetheless contribute to the overall strength of an ADI and its capacity
to absorb losses. An ADI’ s regulatory capital base (the numerator of the capital ratio) is defined for the purposes of
APS 111 as the sum of €eligible Tier 1 Capital and Tier 2 Capita (“total capital”).

Under its Prudential Standard APS 110 — Capital Adequacy (“APS 110"), APRA requires al ADIs to, at all
times, maintain the following minimum prudential capital ratios (as measured against total risk-weighted assets): (i)
a Common Equity Tier 1 Capital ratio of 4.5%; (ii) aTier 1 Capital ratio of 6.0%; and (iii) a Total Capital (being the
sum of all Tier 1 Capital and Tier 2 Capital) ratio of 8.0%. APRA may aso require an ADI to hold prudential
capital above these levelsif it so determines and may change these levels at any time. As at March 31, 2014, MBL
and MGL are fully compliant with all prudential capital requirements that are applicable to them.

Pursuant to APS 110, APRA also requires ADIs to, from January 1, 2016, hold a capital conservation buffer
above the prudential capital requirement for the Common Equity Tier 1 Capital. The capital conservation buffer is
2.5% of the ADI’s total risk-weighted assets unless determined otherwise by APRA. APS 110 provides that the
Common Equity Tier 1 Capital plus the capital conservation determined by APRA should be no less than 7.0% of
the ADI’ s total risk-weighted assets. It is currently not possible to predict with absolute certainty whether MBL will
meet this requirement and MBL continues to monitor its prudential capital to ensure that it will be well-positioned to
meet these upcoming requirements when they come into effect. As at March 31, 2014, the Common Equity Tier 1
Capital ratio for MBL Group (on aLevel 2 basis) was 9.6%, which isin compliance with the levels required by APS
110.

From January 1, 2016, APRA may, by notice in writing to all ADIs, require them to hold additional Common
Equity Tier 1 Capital of between zero and 2.5% of total risk-weighted assets, as a countercyclical capital buffer. It is
currently not possible to predict whether APRA will require ADIs to hold a countercyclical capital buffer but any
such decision of APRA to do so must be notified by APRA to al ADIs 12 months prior to coming into effect.

APRA has stipulated a capital adequacy framework that applies to MBL as an ADI and MGL as a NOHC. In
the case of MGL Group, this framework is set out in MGL’s NOHC Authority. Pillar 3 Disclosure Documents
setting out the qualitative and quantitative disclosures of risk management practices and capital adequacy required to
be published by MBL Group in accordance with the APRA’s Prudential Standard APS 330 - Capital Adequacy:
Public Disclosure of Prudential Information (“APS 330") are posted on MGL's U.S. Investors Website.
Measurement of capital adequacy and MBL’s economic capital model is more fully described in Section 4 of the
MBL Pillar 3 Disclosure Document for the half year ended September 30, 2013 and Section 2.0 of the MBL Pillar 3
Disclosure Document for the quarter ended December 31, 2013. APRA has advised that it will monitor the overall
MGL Group and may increase the prudential requirements it applies to MBL if the activities of MGL Group place
financial strain on MBL.
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APRA's prudential supervision — Liquidity

Under APRA’s Prudential Standard APS 210: Liquidity (“APS 210"), APRA requires ADIs to at al times
maintain sufficient liquidity to meet their obligations as they fall due and hold a minimum level of high-quality
liquidity assets to survive liquidity stress. APRA also requires ADIs to have a robust liquidity risk management
framework to manage their liquidity risk. The ADI’s liquidity risk management framework must include, at a
minimum: a statement of the ADI’s liquidity risk tolerance, a liquidity management strategy, policy statement and
funding strategy which, in each case, must be approved by the ADI’s board of directors. It must also include a
system for identifying, measuring, monitoring and controlling its liquidity risk in accordance with its liquidity risk
tolerance and aformal contingency plan for dealing with aliquidity crisis.

MGL models twelve month liquidity scenarios for the MGL Group, the MBL Group and the Non-Banking
Group to ensure that sufficient liquidity is available in each part of its business. See section 5.1 of our 2014 Fiscal
Y ear Management Discussion and Analysis Report for further information on our liquidity policies and principles.

In December 2013, APRA issued its final prudential standard and practice guides to implement the global
liquidity standards issued by the Basel Committee in the Basel 111 framework. In line with the liquidity standards
contained within the Basel 111 framework, APRA introduced the Liquidity Coverage Ratio (“LCR”") as part of its
liquidity framework.

The LCR requires high-quality liquid assets to be held to cover net cash outflows and provide an adequate
buffer under acombined ‘idiosyncratic’ and market-wide stress scenario lasting 30 calendar days and will come into
effect as a requirement from 2015. In its implementation of the LCR, APRA adopted the Basel 111 rules text in full,
with the exception of certain items where APRA has made use of the national discretion allowed by the rules or
where APRA has departed from the rules text to reflect circumstances particular to Australia. Items under the first
category include not expanding the definition of high-quality liquid assets, different treatment for the cash outflow
rate for high run off less stable retail deposits, contingent funding obligations and the method of calculating
collateral flows related to the valuation of derivatives. Items under the second category include the treatment of self-
managed superannuation funds and recognition of head office liquidity to support Australian branches of foreign
banks.

As a consequence of APRA choosing not to expand the definition of high-quality liquid assets, the only assets
that would qualify as high-quality liquid assets for the purposes of satisfying the LCR requirement are cash balances
held with the RBA and Australian Government and semi-government securities. APRA has acknowledged that the
supply of Australian Commonwealth Government and semi-government securities in Australiais relatively limited.
To assist ADIs with meeting their LCR requirements, APRA and the RBA have agreed an approach to allow ADIs,
if approved by APRA, to establish a committed secured liquidity facility (“CLF") with the RBA to cover any
shortfall of its holdings of high-quality liquid assets and the LCR requirement in return for a market based
commitment fee of 0.15% and an interest rate that is in line with current arrangements for RBA’s overnight
repurchase facility. Qualifying collateral for the facility will comprise of all assets eligible for repurchase
transactions with the RBA under normal market operations and other assets the RBA deems appropriate (including
certain related-party assets issued by bankruptcy remote vehicles like self-securitized residential mortgage-backed
securities).

On August 8, 2013, APRA released details on its process for determining the appropriate size of the CLF for
each ADI. The main steps in the process are: (i) ADIs will be required to apply for inclusion of a CLF for
calculation of the ADI’s LCR on an annua basis; (ii) ADIswill be required to demonstrate that they have taken “all
reasonable steps’ towards meeting their LCR requirements through their own balance sheet management, before
relying on the CLF; (iii) ADIs must meet relevant qualitative and quantitative liquidity requirements, including
having in place a statement of the relevant institution’s Board’s tolerance for liquidity risk, an appropriately robust
liquidity transfer pricing mechanism, and appropriate remuneration arrangements for those executives responsible
for the ADI’s funding plan and liquidity management. The CLF will only be made available to address an ADI’s
Australian dollar liquidity needs and the size of the CLF for any particular ADI will be limited to a specified
percentage of that ADI's Australian dollar net cash outflow target as agreed to by APRA, plus an alowance of an
appropriately sized buffer.
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In a letter released on January 30, 2014 to all ADIs subject to the LCR requirement, APRA provided further
details on the operation of the CLF. APRA has indicated that it will not generally specify a required CLF collateral
mix but instead will employ the following two principles when assessing the suitability of an ADI’s CLF collateral
mix: (i) the CLF collateral submitted by an ADI has an appropriate degree of diversification; and (ii) the need for
liquid markets in debt securities be balanced against the dangers of exacerbating interconnectedness. In addition,
APRA aso indicated that it will request ADIs to submit formal CLF applications by May 30, 2014 in order to
determine the size of an ADI’s CLF that will apply for the 2015 calendar year and advised that it plans to agree the
size of each ADI’'s CLF by September 30, 2014.

In addition to implementing the LCR, APRA announced that it plans to introduce the Net Stable Funding Ratio
into its liquidity framework from January 1, 2018. The NSFR is a 12 month structural funding metric, requiring that
‘available stable funding’ is sufficient to cover ‘required stable funding’, where ‘stable’ funding has an actual or
assumed maturity of greater than 12 months. In addition, APRA has also announced its proposal to introduce a
specific required stable funding factor for assets held by ADIs as collateral for their CLF. This will approximate the
factor that would apply if adequate supplies of high-quality liquid assets were available in Australia. MGL currently
expects that it will meet the requirements of the NSFR. However, final details of the NSFR have not yet been
released.

APRA’s prudential supervision — Counterparty credit risk

In September 2012, APRA released its fina prudential standards on its implementation of the Basel 111 reforms
to the capital framework for counterparty credit risk and other credit exposures which came into effect on January 1,
2013. Under its prudential standard, APRA extended its existing capital framework for counterparty credit risk in
bilateral transactions to be the sum of the existing counterparty credit default component that applies under its
existing prudential standards and a risk capital Credit Value Adjustment (“CVA") risk capital charge introduced as
part of the Basel 11l reforms. The CVA risk capital charge is intended to cover the risk of mark-to-market |osses on
the expected counterparty credit risk arising from bilateral OTC derivatives. In January 2013, APRA also adopted
Basel 111 reforms on capital charges for exposure to central counterparties arising from over the counter derivatives,
exchange traded derivatives and securities financing transactions. These prudential standards require MBL to hold
more capital for its counterparty credit risk exposures and other credit exposures.

APRA’s prudential supervision — Capital requirements for the supervision of conglomerates

In December 2012 and May 2013, APRA released two consultation packages on its revised requirements for
the supervision of conglomerate groups (“Level 3 groups’), which includes the MGL Group. APRA has indicated
that its proposed Level 3 group framework isintended to meet the principles set out in the Joint Forum’s “Principles
for the Qupervision of Financial Conglomerates’ published in September 2012 and consists of four components:
group governance, risk exposures, risk management and capital adegquacy. The proposed overarching requirements
of the framework are as follows: (i) a Level 3 group must have a robust governance framework that is applied
appropriately throughout the group; (ii) the intra-group exposures and external aggregate exposures of a Level 3
group must be transparent and prudently managed; (iii) a Level 3 group must have an effective group-wide risk
management framework in place; and (iv) a Level 3 group must have sufficient capital to support the risks of the
entire group, including material risks that arise from non-APRA-regulated activities.

APRA originaly planned to publish prior to December 31, 2013 the final Level 3 prudential standards and
release for consultation a set of prudential practice guides and consequential amendments to other prudential
standards that give effect to the Level 3 framework. However this has been delayed and APRA has not provided a
revised date for publication. In addition, APRA has not advised whether the effective date of January 1, 2015 for the
Level 3 prudentia standards will be deferred as a result of the delay. It is not possible, at this stage, to predict the
final impact of the reforms that will be adopted by APRA and, in particular, their impact on the capital structure or
businesses of the MGL Group.
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Basel Committee requirements for loss absorbency at the point of non-viability

On January 13, 2011, the Basel Committee issued the minimum requirements to ensure loss absorbency at the
point of non-viahility. These requirements enhance the entry criteria of regulatory capital to ensure that all
regulatory capital instruments issued by banks are capable of absorbing losses in the event that a bank is unable to
support itself in the private market and are in addition to the criteria detailed in the text of the Basel 111 framework
that were published in December 2010.

Under the requirements, all non-common Tier 1 and Tier 2 instruments issued by a bank on or after January 1,
2013 must have a provision which alows a relevant authority to require the debt to be written off or converted into
common equity upon the earlier of such authority determining that (1) a write-off is necessary; and (2) rescue funds
from the public sector (or equivalent) are required, for the bank to continue to be viable. Instruments issued prior to
January 1, 2013 that do not meet these criteria but otherwise met all of the criteria for Additiona Tier 1 or Tier 2
Capital as set out in the text of the Basdl 111 framework will be considered as an instrument that no longer qualifies
as such and phased out from January 1, 2013.

APRA’s implementation of these new minimum regquirements were included in its revised prudential standard
relating to capital adegquacy which cameinto effect on January 1, 2013. All additional Tier 1 and Tier 2 instruments
currently issued by MBL meet the requirements of the revised prudential standard requirements for loss absorbency
at the point of non-viahility or are €eligible for transitional relief that is available for qualifying instruments on a
progressively decreasing basis from January 1, 2013 until January 1, 2022.

Crisis management

On September 28, 2012, the Australian Government released a consultation paper titled “ Strengthening APRA's
Crisis Management Powers’ seeking comments on a range of options to enhance Australia's financial sector,
particularly prudential regulation. The options canvassed in the paper aim to strengthen APRA's crisis management
powers in relation to NOHCs, ADIs, superannuation entities and general and life insurers. Implementation of these
options is intended to bring Australia's regulatory framework more closely into line with the G20 endorsed
international standard for crisis management arrangements published by the Financial Stability Board in its paper
“Key Attributes of Effective Resolution Regimes for Financial Institutions’” dated October 2011. If implemented, the
key implications for MGL and MBL are likely to be an increase in APRA’s powers to intervene in the affairs of
MGL and MBL during periods of stress.

RBA

In exercising its powers, APRA works closely with the RBA. The RBA is Australid s central bank and an active
participant in the financial markets. It also manages Australia’s foreign reserves, issues Australian currency notes,
serves as banker to the Australian Government and, through the Payment Systems Board, supervises the payments
system.

ASIC

ASIC is Australid' s corporate, markets and financial services regulator, which regulates Australian companies,
financial markets, financial services organizations and professionals who deal and advise in investments,
superannuation, insurance, deposit taking and credit.

ASIC regulates each of the entities we operate in Australia as the corporate regulator and is responsible for
enforcing appropriate standards of corporate governance and conduct by directors and officers. A number of MGL
Group entities hold Australian financial services (“AFS’) licenses. ASIC licenses and monitors AFS licensees and
requires AFS licensees to ensure the financial services covered by their license are provided efficiently, honestly and
fairly. A number of MGL Group entities also hold Australian Credit Licenses (ACL"). ASIC regulates ACL holders
as the consumer credit regulator, licensing and regulating those entities to ensure they meet standards set out in the
National Consumer Credit Protection Act 2009 of Australia
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ASIC is Australia’s market regulator and is responsible for the supervision of trading on Australia’s domestic
licensed equity, derivatives and future markets, including trading by MBL and other ASX and ASX24 market
participants in the MGL Group.

ASX24

The ASX24 market provides exchange traded and over-the-counter services and regulates the cash and
derivative trades that we execute through the ASX24 as a market participant in the ASX24. This business is
conducted primarily within MBL Group.

As a licensed market operator, MBL Group is subject to the operating rules of ASX24 which contain
comprehensive provisions for preventing conflicts and enforcing compliance with the operating rules. The rules
cover al aspects of trading and of clearing and settling, including monitoring market conduct, disciplining of
participants and suspension or termination of participation rights and market access.

ASX

ASX is Australia s primary securities market. The MIS, MCN and MGL’s ordinary shares are listed on ASX.
MBL and MGL each have a contractual obligation to comply with ASX’s listing rules, which have the statutory
backing of the Australian Corporations Act. The ASX listing rules govern requirements for listing on ASX and
include provisions in relation to issues of securities, disclosure to the market, executive remuneration and related-
party transactions. ASX and ASIC oversee our compliance with ASX’s listing rules, including any funds we manage
that are listed on the ASX.

ACCC

The ACCC is Australia’s competition regulator. Its key responsibilities are to ensure that corporations do not
act in away that may have the effect of eliminating or reducing competition, and to oversee product safety and
liahility issues, pricing practices and third-party access to facilities of national significance. The ACCC's consumer
protection activities complement those of Australia state and territory consumer affairs agencies that administer the
unfair trading legislation of those jurisdictions.

AUSTRAC

AUSTRAC is Austraia’'s anti-money laundering and counter-terrorism financing regulator and specialist
financia intelligence unit. It works collaboratively with Australian industries and businesses (including certain
entities of MGL Group) in their compliance with anti-money laundering and counter-terrorism financing legislation.
As Australia’s financial intelligence unit, AUSTRAC contributes to investigative and law enforcement work to
combat financial crime and prosecute criminalsin Australia and overseas.

The AML-CTF Act places obligations on providers of financial services and gaming services, and on bullion
dealers. The AML-CTF Act affects entities who offer specific services which may be exploited to launder money or
finance terrorism, for example, those relating to electronic fund transfers, designated remittance arrangements and
correspondent banking relationships. The AML-CTF Act aso has broad extra territorial application to overseas
entities of Australian companies.

A number of entitiesin MGL Group are considered to be “reporting entities’ for the purposes of the AML-CTF
Act and are required to undertake certain obligations, including enhanced customer due diligence, establishing an
AML-CTF program to identify, mitigate and manage the risk of money laundering and terrorism financing,
enhanced record-keeping and reporting on suspicious matters, transactions above a set threshold and international
funds transfer instructionsto AUSTRAC.
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Other Australian regulators

In addition to the foregoing regulators, MGL Group and MBL Group and the businesses and funds they manage
are subject to supervision by various other regulators in Australia, including the Essential Services Commission,
Economic Regulation Authority and the Department of Energy and Water in connection with activities and the
management of fundsin the utilities and energy sectors.
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Other Australian regulatory developments
Central clearing of OTC derivatives

On Jduly 7, 2013, ASIC, the RBA and APRA released a report on the Australian OTC derivatives market. The
most important recommendation was that the Australian Government consider a central clearing mandate for interest
rate derivatives denominated in U.S. dollars, Euros, Pounds Sterling or Yen, primarily on international consistency
grounds as the largest Australian banks are already clearing these products because of requirements of other
jurisdictions. As there is a relatively low level of activity in North American and European referenced credit
derivatives, the regulators did not recommend mandating clearing for these products as at the time of that report.

On July 11, 2013, ASIC finalized its Derivative Transaction Rules (Reporting) (the “Reporting Rules’) and
Derivative Trade Repository Rules (the “ Trade Repository Rules’, and, together with the Reporting Rules, the “DTR
Rules’). The Reporting Rules establish which entities are required to report, and what information is required to be
reported to trade repositories. They specify when the reporting obligation commences for each class of reporting
entities and the types of instruments which are reportable. The Trade Repository Rules cover application
requirements and conditions for electronic databases of records of derivative transactions. They also regulate the
manner in which repositories provide their services, and ASIC's approach to regulation of overseas-based
repositories. The DTR Rules are largely consistent with international requirements. The Reporting Rules have
staggered compliance dates, depending on the classification of the relevant entity and the type of derivative.
Reporting for Australian entities, which includes two MGL affiliates, that are provisionaly registered (or registered)
as swap dealers with the U.S. Commodity Futures Trading Commission began on October 1, 2013.

I nternational
Our businesses and the funds we manage outside of Australia are subject to various regulatory regimes.
United States

As a result of the globa economic crisis, the United States government has enacted legidation, and the
applicable regulatory authorities have adopted or proposed regulations that make significant changes in the
regulation of the financial services industry including reforming the financial supervisory and regulatory framework
in the United States, which could have a material impact on financial institutions and their activities, including the
activities of MGL and its subsidiaries in the United States. Certain aspects of the reform process have been
implemented, with the balance being implemented over a number of years. The final effects are not yet certain. See
“Risk factors — Many of our businesses are highly regulated and we will be adversely affected by temporary and
permanent changes in regulations and regulatory policy and increased compliance requirements, particularly for
financial ingtitutions, in the markets in which we operate” above for further information.

MGL Group is currently subject to regulation in the United States as a financial intermediary, which is
described below.

Banking and derivatives regulations. In the United States, MBL operates solely through representative offices,
which by law cannot engage in business or handle customer funds, and thus are not subject to the full regime of
banking regulation. These offices are limited to soliciting business on behalf of MBL, which must then be approved
and booked offshore, and performing administrative tasks as directed by MBL. Our representative offices are
licensed by individual states, in our case, the states of New York, Texas and Illinois, and are subject to periodic
examination by the applicable state licensing authority and the Federal Reserve. These examinations primarily focus
on whether the offices are compliant with the limits of representative office activities and on key areas of regulatory
concern, such as anti-money laundering compliance.

On July 21, 2010, President Obama signed into law the Dodd-Frank Wall Street Reform and Consumer
Protection Act (the “Dodd-Frank Act”). Many of the provisions of the Dodd-Frank Act require rulemaking by the
applicable U.S. regulatory agency, such asthe Federal Reserve Board (“FRB"), the SEC and the Commaodity Futures
Trading Commission (“CFTC") before the related provisions of the Dodd-Frank Act become effective. The Dodd-
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Frank Act has resulted in, and will continue to result in, significant changes in the regulation of the U.S. financia
services industry, including reforming the financial supervisory and regulatory framework in the United States.
MGL’s businesses will be affected by a variety of new regulations under the Dodd-Frank Act including, but not
limited to: (i) greater regulation of over-the-counter derivatives, including stricter capital and margin requirements,
the centralized execution and clearing of standardized over-the-counter derivatives, and registration and heightened
supervision of all over-the-counter swap dealers and major swap participants; (ii) more stringent and extensive
position limits on derivatives on physical commodities; and (iii) increased regulation of investment advisers. In
addition, if MGL is determined by U.S. regulators to be a “systemically important” nonbank financial company,
U.S. regulators may have increased regulatory authority over MGL and may impose stricter capital, leverage and
risk management requirements. The Dodd-Frank Act will increase compliance and execution costs for derivative
trading in the United States and have an impact on certain MGL Group businesses, such as on its U.S. derivatives
business. For instance, two MGL &ffiliates have registered as swap dealers. Certain rules under the Dodd-Frank Act
have already been issued and made effective, such as those relating to swap dealer registration, mandatory swap
clearing and swap execution, and business conduct standards, and to which we or our affiliates are subject.
However, it is not possible at this point in time to determine the full extent of the impact of the Dodd-Frank Act
because other important details will be formulated during the process of proposing and implementing rules and
regulations, a process which is still expected to continue for severa years.

Anti-money laundering regulations. The MBL representative offices as well as MGL Group's U.S. broker-
dealer subsidiaries and mutual funds managed or sponsored by MGL Group’s subsidiaries are subject to anti-money
laundering laws and regulations, including regulations issued by the U.S. Treasury Department to implement various
anti-money laundering requirements of the Bank Secrecy Act (the “Bank Secrecy Act”) and Title I11 of the Uniting
and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of
2001 (the “USA PATRIOT Act”).

The Bank Secrecy Act, as amended by the USA PATRIOT Act, requires U.S. representative offices of foreign
banks and U.S. broker-dealers and mutual funds to establish and maintain written anti-money laundering compliance
programs that include the following components: (i) a system of internal controlsto assure ongoing compliance with
applicable anti-money laundering laws and regulations; (ii) independent testing of compliance by the institution’s
personnel or by a qualified outside party; (iii) the designation of an individual or individuals responsible for
coordinating and monitoring day-to-day compliance; and (iv) training for appropriate personnel. The compliance
program must be approved by the board of directors, board of trustees or senior management depending on the
institution. United States representative offices of foreign banks and U.S. broker-dealers and mutual funds are also
required to establish and maintain a customer identification program and, as necessary, to file suspicious activity
reports with appropriate federal law enforcement agencies and the U.S. Treasury Department.

The MBL representative offices and MGL Group’s other operations within the United States must also comply
with the regulations and economic sanctions programs administered by OFAC, which enforces economic sanctions
against targeted foreign countries, individuals and entities.

The MBL representative offices and MGL’s U.S. broker-dealer subsidiaries and other subsidiaries in the United
States have adopted written anti-money laundering compliance programs designed to comply with the Bank Secrecy
Act, asamended by the USA PATRIOT Act, and have implemented procedures to comply with OFAC.

Securities and commodities regulations. In the United States, certain members of MGL Group are regulated by
the U.S. Securities and Exchange Commission (“SEC”) and by the Financial Industry Regulatory Authority
(“FINRA") with respect to certain securities and corporate finance related activities conducted through broker-
dealers, or through investment advisors or investment companies registered under the U.S. Investment Advisers Act
of 1940, as amended, or the U.S. Investment Company Act of 1940, as amended (the “ICA”). We will be subject to
greater oversight and regulation by the SEC and FINRA as our business grows in the United States.

In addition, certain members of MGL Group are regulated by the Commaodity Futures Trading Commission
(“CFTC") and the CME Group with respect to the trading of futures and commodity options for customers and
clearing activities. The CFTC continues to issue final and proposed regulations, statements of guidance and no-
action letters that may affect certain members of the MGL Group. For example, on November 14, 2013, the CFTC
issued a staff advisory relating to the cross-border application of transaction-level swap requirements. In the
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advisory, the CFTC took the view that a non-U.S. swap dealer registered with the CFTC (whether or not it is an
affiliate of aU.S. person) must comply with transaction-level requirements under the Dodd-Frank Act when entering
into a swap with a non-U.S. person if the swap is arranged, negotiated or executed by personnel of the non-U.S.
swap dealer located in the United States. However, on January 3, 2014, the CFTC issued a no-action letter delaying
until September 15, 2014, the effectiveness of the November 14, 2013 advisory. On December 20, 2013, the CFTC
approved a series of substituted compliance determinations covering certain swap entity-level and transaction-level
requirements in six jurisdictions, including Australia. Further actions by the CFTC may affect swap transactions of
certain members of the MGL Group. The Federal Energy Regulatory Commission (“FERC") also regulates our
energy trading activities and our downstream natural gas business. As we continue to expand our U.S. energy
trading business, our compliance with energy trading regulations will become increasingly important.

Other regulations. The Foreign Account Tax Compliance Act (“FATCA”) was enacted in 2010 as part of the
Hiring Incentives to Restore Employment Act (the “HIRE Act”). FATCA is intended to assist the U.S. government
in its efforts to improve compliance with U.S. tax laws, and requires foreign financial institutions (“FFIS’), such as
MGL, to enter into an agreement with the U.S. Internal Revenue Service (the “IRS’) and agree to provide the IRS
with certain information on accounts held by U.S. persons and U.S.-owned foreign entities, or otherwise face a 30%
withholding tax on certain payments made to the FFI from U.S. sources. The term FFI is broadly defined and
includes such entities as banks, brokers, hedge funds, private equity funds and foreign investment entities. FATCA
generaly requires substantial investment in a compliance and reporting framework in order to meet the HIRE Act
standards.

In response to the impact of the FATCA obligations of the HIRE Act, the Australian Government and the U.S.
Government signed an intergovernmental agreement on April 28, 2014 (the “IGA”). The IGA provides an aternative
means for Australian financial institutions such as MGL and MBL to comply with FATCA. The obligations for
Ausdtralian financial ingtitutions under the IGA include IRS registration and due diligence and reporting obligations.
The Australian Government is expected to implement domestic legislation to impose the IGA obligations into
Australian law. The IGA obligations for Australian financial institutions are expected to commence on July 1, 2014.

Other regulators that impact the funds and companies we manage include, but are not limited to, the Federal
Communications Commission with respect to certain media-related investments, and various other applicable
federal, state and local agencies. In addition, our entry into the physical commodities trading business has subjected
usto further U.S. regulations, including, but not limited to, federal, state and local environmental laws.

United Kingdom

The FCA and PRA are responsible for the regulation of financial business in the United Kingdom, including
banking, investment business, consumer credit and insurance. Deposit-taking institutions, insurers and significant
investment firms are dual-regulated, with the PRA responsible for the authorization, prudential regulation and day-
to-day supervision of such firms, and the FCA responsible for regulating conduct of business requirements.

MBL operates a branch, MBL LB, and a subsidiary, Macquarie Bank International Ltd (“MBIL"), in the United
Kingdom. APRA remains the lead prudential regulator for MBL LB, with regulatory oversight by the FCA and PRA
in their handbooks of rules and guidance in the United Kingdom. MBIL, a United Kingdom incorporated subsidiary
is authorized and regulated by the FCA and PRA as abank. MGL also has two subsidiaries in the United Kingdom,
Macquarie Infrastructure and Real Assets (Europe) Limited (“MIRAEL”) and Macquarie Capital (Europe) Limited
(“MCEL"), authorized and regulated solely by the FCA. MIRAEL is authorized and regulated by the FCA as a
limited license firm, while MCEL is authorized and regulated by the FCA as a full scope investment firm. MIRAEL
is aso in the process of applying for FCA authorization as an alternative investment fund manager (“AlIFM”)
pursuant to the Alternative Investment Fund Managers Regulations 2013 (SI 2013/1773) which implements the
Alternative Investment Fund Managers Directive (Directive 2011/61/EU) in the United Kingdom. Subject to
obtaining authorization as an AIFM from the FCA, MIRAEL will be able to manage qualifying aternative
investment funds and market such funds to retail and/or professional investorsin the United Kingdom.

As regulated entities, MBIL, MIRAEL, MCEL and MBL LB are required to comply with the rules set forth by
the FCA and PRA (collectively, the “Rules’), as applicable. The Rules include requirements as to capital adequacy,

58
ACTIVE 150058396v.21



liquidity adequacy, systems and controls, corporate governance, conduct of business and the treatment of customers,
the application of which varies depending on whether it isa subsidiary or abranch of MBL.

In many cases, the Rules reflect the requirements set out in European Union Regulations and implement
applicable European Union Directives (such as the new Capital Requirements Regulation and Capital Requirements
Directive, which relate to regulatory capita requirements for banks and investment firms and came into force on
January 1, 2014 and the Markets in Financial Instruments Directive, which relates to the carrying on of investment
business). Under the Rules, regulated banks and certain investment firms, including MBIL, MIRAEL, MCEL and
MBL LB, are required to have an adequate liquidity contingency plan in place to deal with a liquidity crisis. See
section 5.1 of our 2014 Fiscal Y ear Management Discussion and Analysis Report.

On April 1, 2014, responsibility for the regulation of consumer credit business transferred from the Office of
Fair Trading (“OFT") to the FCA. To ensure a smooth transition to the FCA’s consumer credit regime, an interim
permission regime was introduced. MBL operates two United Kingdom incorporated subsidiaries, Macquarie Asset
Leasing (UK) Ltd (“MALL") and Macquarie Equipment Finance (UK) Ltd (“MEFL”), which have both obtained
interim variations of permission from the FCA for their consumer credit business and, therefore, are provisionally
authorized and regulated by the FCA as consumer credit firms. MALL and MEFL will be required to apply for afull
variation of permission by a date that will be notified to them by the FCA.

The new FCA consumer credit regime, which came into force on April 1, 2014, is contained in the Consumer
Credit sourcebook (“CONC") in the Rules. There are few significant changes to the regulatory requirements that
consumer credit firms are required to comply with as aresult of the transition to the FCA. There are some instances
of new guidance and/or new rules created by the FCA including instances where the requirements in CONC go
further than previous guidance issued by the OFT. There are also some areas where previous industry guidance has
become regulatory rules in CONC. However, during a six-month transitional period which expires on October 1,
2014, the FCA will not take action against any breaches of the new rules in CONC where a firm is able to
demonstrate that it has complied with the previous requirements and OFT guidance.

Effective January 1, 2011, the United Kingdom has introduced a bank levy which provides for an annua charge
on certain equity and liabilities of banks and certain other financial institutions in respect of periods of account
ending on or after January 1, 2011. In respect of foreign banking groups with banking operations in the United
Kingdom, the bank levy is calculated by reference to the aggregated equity and liabilities of the group’s relevant UK
sub-groups, UK subsidiaries, non-UK resident subsidiaries with a UK parent and UK branches (in each case as
shown in appropriate balance sheets). The bank levy is charged at different rates for short-term chargeable liabilities
on the one hand and long-term chargeable equity and liabilities on the other hand. From January 1, 2014, the
applicable bank levy rates are 0.156% for short-term chargeable liabilities and 0.078% for long-term chargeable
equity and liabilities. The bank levy is not applicable to the first £20 billion of chargeable equity and liabilities.
Based on the March 31, 2014 balance sheet position, it is not anticipated that MGL Group will be impacted by the
bank levy on the basis that its chargeable equity and liabilities are expected to be below £20 billion for the full
period of account. MGL Group will continue to monitor its position on aregular basis.

Other United Kingdom regulators that impact our business include the Gas and Electricity Markets Authority
(Ofgem), which regulates the United Kingdom gas and electricity industry. The Information Commissioner’s Office
is responsible for regulating compliance with legisation in the United Kingdom governing data protection,
electronic communications, freedom of information and environmental information.

European Union

Alternative Investment Fund Managers Directive

The European Union Alternative Investment Fund Managers Directive (the “AIFMD”) regulates alternative
investment fund managers (“ AIFMSs’) managing and/or marketing alternative investment funds (“AlFs’) in the EU.
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The AIFMD applies both to AIFMs established in an EU member state (“EU AIFM”) and to AIFMss established
in ajurisdiction outside of the EU (“non-EU AIFM”) which market their AlFs (whether established in the EU or not)
within the EU.

MIRAEL isin the process of applying for authorization as an AIFM. Should MIRAEL obtain authorization as
an AIFM, it will be subject to the provisions of the AIFMD as implemented in the United Kingdom. Compliance
with the AIFMD may, among other things, restrict the ability of MIRAEL to freely apply certain investment
techniques (for example, the use of leverage). Compliance with the AIFMD may also increase the costs of
administration of any AlFs which MIRAEL manages and the costs of custody and prime brokerage services. In
addition, MIRAEL may be obliged to provide relevant EU regulators, as well as investors, with certain disclosures
and reports about its AIFs on an ongoing basis. The provisions of the AIFMD may restrict MIRAEL s ability to
carry out certain of itsinvestment strategies and achieve its investment objectives.

Financial Transaction Tax

On February 14, 2013, the European Commission published a proposal for a Council Directive (the “Draft
Directive’) for acommon financial transaction tax (the “FTT”) in eleven Member States (Austria, Belgium, Estonia,
France, Germany, Greece, Italy, Portugal, Spain, Slovakia and Slovenia, together the “Participating Member
Sates’).

Pursuant to the Draft Directive, the FTT would be payable on “financia transactions’” within its scope. Those
transactions would broadly include derivatives and the purchase and sale of financial assets (bonds, equities, repos
and stock lending), but would exclude spot transactions in currency, commodities, etc, and insurance contracts, |oan
originations, credit cards, cash payments and the issuance of debt and equity instruments.

The Draft Directive provides that the FTT would be payable by each “financial institution” established in a
Participating Member State which is party to a“financial transaction”. A “financia ingtitution” is widely defined to
include entities that carry on various specified financial activities. A “financial institution” would be deemed to be
established in a Participating Member State in a wide variety of circumstances, including merely as a result of the
other party to the “financial transaction” being established in a Participating Member State. The Draft Directive does
not provide for any form of intermediary exemption.

The rate of the FTT would be determined by each Participating Member State, but in the case of transferable
securities would be at least 0.1% of the taxable amount (determined by reference to the consideration paid or owed
for the transfer).

The Draft Directive is still subject to negotiations among the Participating Member States. It may therefore be
altered prior to any implementation, the timing of which remains unclear. The final form of any directive would
need to be implemented in the domestic legislation of the Participating Member States.

On April 19, 2013, the United Kingdom government announced that it had launched a legal challenge to the
proposed FTT. The Luxembourg government subsequently announced that it would support this challenge. On
April 30, 2014, the European Court of Justice dismissed the legal challenge of the United Kingdom government.
Part of the reasoning of the Court for so dismissing the legal challenge was that it was premature in that the
proposed FTT is still yet to be adopted. The proposed FTT may still be liable to further legal challenge once it is so
adopted.

Implementation of the Draft Directive in its present form in any of the Participating Member States could result
inincreased transaction costsfor:

@ MGL in relation to certain transactions entered into by it (as principa or agent) in certain
circumstances; and

(b) investors in the secondary market who in certain circumstances sell or purchase notes issued by
MGL.
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Other regulators

Outside Australia, the United States and the United Kingdom, MBL has branches in the Dubai International
Finance Centre, Hong Kong, Seoul and Singapore that are regulated by the Dubai Financial Services Authority, the
Hong Kong Monetary Authority, the Financial Supervisory Service and the Monetary Authority of Singapore,
respectively. MBL also has a representative office in Auckland, regulated by the Reserve Bank of New Zealand, and
in Switzerland, regulated by the Swiss Financial Markets Supervisory Authority, which gives MBL limited
authorization to conduct marketing of its products and services to institutions (and, in Switzerland, high net worth
individuals), subject to local license limitations. Bank regulation varies from country to country, but generally is
designed to protect depositors and the banking system as a whole, not holders of a bank’s securities. Bank
regulations may cover areas such as capital adequacy, minimum levels of liquidity, and the conduct and marketing
of banking services.

Outside Australia, the United States and the United Kingdom, some of the other key financial regulators of our
businessesinclude but are not limited to:

e the Securities and Futures Commission of Hong Kong, the Hong Kong Monetary Authority and the Hong
Kong Exchanges and Clearing Limited,;

e the Investment Industry Regulation Organization of Canada, the TMX and the various provincial and
territorial securities regulatory authorities in Canada;

e in South Korea, the Financial Services Commission, the Financial Supervisory Service, the Bank of Korea,
the Ministry of Strategy and Finance, the Korea Exchange, the Ministry of Land, Infrastructure and
Transport, the Fair Trade Commission, the Korea Financial Investment Association and the Korean
Financia Intelligence Unit;

e the Monetary Authority of Singapore, the Singapore Exchange Securities Trading Limited and the
Competition Commission of Singapore;

e theFinancia Services Board of South Africa; and

e the Reserve Bank of India and the Securities and Exchange Board of India, the Bombay Stock Exchange
and the National Stock Exchange of India.

Financial regulation varies from country to country and may include the regulation of securities offerings,
mergers and acquisitions activity, commaodities and futures activities, anti-trust issues, investment advice, trading
and brokerage, sales practices, and the offering of investment products and services.

In addition to the foregoing, certain businesses and assets owned or managed by MGL Group in international
jurisdictions are subject to additional laws, regulations and oversight that are specific to the industries applicable to
those businesses and assets.
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MANAGEMENT'SDISCUSSION AND ANALYSISOF RESULTS OF
OPERATION AND FINANCIAL CONDITION

In addition to the information included in this Report, investors should refer to our 2014 Fiscal Year
Management Discussion and Analysis Report for a comparative discussion and analysis of our results of operation
and financial condition for the 2014 fiscal year compared to the 2013 fiscal year, along with other balance sheet,
capital and liquidity disclosures as at and for the year ended March 31, 2014, and sections 1.0 to 6.0 of our 2013
Fiscal Year Management Discussion and Analysis Report for a comparative discussion and analysis of our results
of operation and financial condition for the 2013 fiscal year compared to the 2012 fiscal year, each of which is
posted on MGL's U.S. Investors' Website.

Year ended March 31, 2014 compared to year ended March 31, 2013

See sections 1.0 — 6.0 of our 2014 Fiscal Y ear Management Discussion and Analysis Report for a discussion of
our results of operation and financial condition for the 2013 fiscal year, which has been incorporated by reference
herein.

Year ended March 31, 2013 compar ed to year ended March 31, 2012

See sections 1.0 — 6.0 of our 2013 Fiscal Year Management Discussion and Analysis Report for a discussion of
our results of operation and financial condition for the 2012 fiscal year, which has been incorporated by reference
herein.
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