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OPERATIONAL HIGHLIGHTS

PERFORMANCE OF GPI'S LPM SLOTS OPERATIONS

The GPI Board’s decision to take control of its LPM
operations are already vyielding exciting benefits for the
Group.

Grandslots and Kingdomslots

During the first six months of the financial year, our LPM
operations generated R155,6 million in Gross Gaming
Revenue (GGR) which has exceeded the prior year by 14%
(R18,5 million).

Grandslots and Kingdomsilots are licensed to operate 1 000
LPMs each in the Western Cape and KwaZulu-Natal
respectively.

At the end of December 2010, 1 685 LPMs were operational
in the Western Cape, 12 less than last year. At the end of
December 2010, Grandslots operated 928 LPMs in the
province, 9 more than last year.

Average GGR/Machine/Day for the month of December in the
Western Cape increased from R603.31 (2009) to R702.87
(2010).

At the end of December 2010, 1 971 LPMs were operational
in KwaZulu-Natal, 125 more than last year. At the end of
December 2010, Kingdomslots operated 754 LPMs in the
province, 49 more than last year.

Average GGR/Machine/Day for the month of December in
KwaZulu-Natal increased from R303.75 (2009) to R354.70
(2010).

Both these route operations’ revenues are ahead of the
feasibilities on which our decision to acquire the businesses
were based.

Management have also been hard at work implementing
improvements to productivity and overall levels of cost
effectiveness and efficiency, which have contributed
substantially to the improvement in adjusted headline
earnings.

Expanding GPI's LPM footprint into Gauteng

As previously announced on SENS during November 2010,
GPI has taken a significant step towards reaching its goal of
expanding its LPM network from 2 000 to 5 000 machines,
through its subsidiary Thuo Gaming Gauteng (Proprietary)
Limited (Thuo GG) which concluded a binding sale of
business agreement with LPM operator Playmeter Leisure
Services (Proprietary) Limited (Playmeter).

The transaction, which is still subject to approval by the
Gauteng Gambling Board (GGB), will see Thuo GG acquire

Average GGR/Machine/Day for the month of December in
Gauteng increased from R239.19 (2009) to R421.66 (2010)
and active LPMs from 182 to 620 respectively.

PERFORMANCE OF GPI'S JOINTLY CONTROLLED
ENTITIES

SunWest

As announced on SENS on 23 September 2010, GPI
exercised its remaining option to purchase 140 182 SunWest
shares at a very favourable option price of R165 per share. At
the Annual General Meeting held on 15 December 2010 the
shareholders approved the payment of 10 cents per GPI share
to certain black GPI shareholders as compensation for restrict-
ing the sale of their shares in GPI until 30 June 2012, which
was necessary to achieve the 35% lock-in required by the
option agreement. This together with other pre-emptive rights
exercised during June 2010 increased GPl’'s direct
shareholding in SunWest from 29.24% to 30.04%.

GrandWest Casino and Entertainment World’s (GrandWest)
initial 10-year casino exclusivity in the Cape Metropole expired
during December 2010. The Provincial Government of the
Western Cape (PGWC) is still considering whether to permit
the relocation of one of the other casino licences in the Western
Cape to the Cape Metropole and is presently engaging
interested stakeholders before taking a final decision.

GrandWest’s revenue increased by 6% compared to the prior
year, whilst its attributable earnings increased by 5%
(R7,2 million). GrandWest’s performance is encouraging in
light of the very difficult conditions it has traded under.

The Table Bay Hotel’s attributable losses increased by 19%
(R3,8 million) mainly due to the 10% drop in room occupancies
from 54.3% to 44.3%. During the year the average room rate
increased by 18%.

Golden Valley Casino

The GPI Group took up certain rights and increased its direct
and indirect economic stake in Worcester Casino (Proprietary)
Limited (Golden Valley Casino) from 44.39% to 45.37%. The
funds raised were partly used to fund the completion of the
Worcester N2 Interchange that was due for construction as
committed to in the initial casino licence application submission
to the Western Cape Gambling and Racing Board (WCGRB) in
respect of the Golden Valley Casino’s licence. The cost of this
investment to GPI has historically been very small given that it
has largely been funded internally through interest-bearing
debt. The investment is yet to produce a positive earnings
contribution.

This additional contribution does not increase the value of this
investment above its recoverable amount. Consequently the
investment has been impaired.

Golden Valley Casino’s revenue increased by 11% compared
to the prior year while its EBITDA increased by 5%.

Akhona GPI

We disclosed in our 2010 annual report that an offer was made
to Akhona Gaming Portfolio Investments (Proprietary) Limited
(Akhona GPI) to acquire its 30% stake in Kingdomslots. A
revised offer was accepted on 15 December 2010, which is
conditional on certain approvals being obtained, including that
of the KwaZulu-Natal Gambling Board.

Akhona GPI exercised and took up an additional 3.8 shares in
Dolcoast Investments Limited (Dolcoast) in terms of its
pre-emptive rights during December 2010. This transaction
increased Akhona GPI’s stake in Dolcoast from 23.0% to
24.9% increasing GPI’s indirect stake in Sibaya Casino to
8.38%.

GPI’s share of Akhona GPI’s attributable earnings decreased by
24%. This was due to Dolcoast declaring a special dividend
during the prior year which was not repeated during the current
year.

RELATED PARTY TRANSACTIONS

The Group, in the ordinary course of business, entered into
various transactions with related parties. All transactions were
concluded at arm’s length. Any intra-group related party
transactions and outstanding balances are eliminated in the
preparation of the consolidated financial statements of the
Group as presented.

DIVIDENDS

GPI has historically never declared interim dividends and
believes that it is prudent in the current environment to
maintain this status quo.

SUBSEQUENT EVENTS

As announced on SENS on 11 February 2011, Sukena
Petersen has replaced Richard Hoption as Financial Director.
Daisy Naidoo and Faldi Samaai have been appointed as non-
executive directors. Lazelle Parton has replaced Richard
Hoption as Company Secretary. Richard will continue providing
services to the Group in a consulting capacity.

PROSPECTS

GPl is focused on realising its vision of becoming a major and
respected force in the gaming and leisure industry in Africa and
maintaining its philosophy of being a dividend active business.

With the successful integration of the LPM operations into the
GPI Group, GPI is well placed to take advantage of the oppor-
tunities that this market presents and is excited at the
prospects of completing the Playmeter transaction, which gives
GPI access to the lucrative Gauteng market.

The discussions with Sun International which gave rise to the
cautionary announcement on 8 December 2010 and the
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such as commissions to site owners, gambling levies and monitoring
fees. Although not consolidated in the prior period comparative, cost
of sales has increased by 14% in line with the increase in GGR.

3. Operating costs

Operating costs include transaction costs of R0,6 million which are
expensed in terms of IFRS 3 - Business Combinations and which are
reversed for adjusted headline earnings per share.

4. Profit from equity-accounted investments

Profit from equity-accounted investments comprises profits from
jointly-controlled entities and profits from associates. Total profit from
equity-accounted investments for the period increased by
R3,1 million or 5% compared to the prior year.

Profits from jointly-controlled entities

SunWest’s attributable earnings consist of attributable earnings from
GrandWest and The Table Bay Hotel.

Western Cape Manco’s attributable earnings consist of management
fees which are based on SunWest's attributable earnings and
EBITDA less its operating expenses.

Golden Valley Casino is yet to produce positive attributable earnings.
Profits from associates

Profits from associates consist of attributable earnings from RAH and
Akhona GPI. Grandslots which was an associate in the prior year is
now consolidated as a wholly-owned subsidiary.

5. Impairment of investment

In terms of IAS 36 - Impairment of Assets, an entity must determine
whether there is any indication of impairment at each reporting date.
IAS 36 requires assets to be impaired to the higher of market value
or value in use based on discounted free cash flow valuations.

GPI fully subscribed for its allocation of Golden Valley Casino’s rights
offer shares allotted in July 2010 and December 2010 at a total cost
of R32 million. These additional capital contributions did not increase
the value of this investment to GPI above its recoverable amount.
Consequently the additional capital contributions to this investment
have been impaired.

6. Re-measurement of investment

There was no change in control of investments and therefore, no
re-measurement during the period required in terms of IFRS 3R. The
R42,4 million adjustment in the audited 30 June 2010 results relates
to the re-measurement of GPI's previously held 25.1% interest in
Grandslots, as required by IFRS 3R, and arose due to the acquisition
of Carentan Investments (Proprietary) Limited on 30 June 2010.

7. Finance costs

Finance costs increased by 54% due to the higher level of debt,
which was raised on 30 June 2010. This additional debt is made up
of a R40 million term loan from Grindrod Bank, an R80 millon term
loan from Sanlam Capital Markets and additional preference shares

1997/003548/06 fhe assets and contracts of Playmeter's route operator renewal thereof on 21 January 2011 and 4 March 2011 of R20_miISIion dravcv;n d_own from the exi:sting prefe_rence sha_rg facility
Share code . business in Gauteng, including its Route Operator Licence, Western Cape Manco continue and remain positive. P e e o L ol
GPL . 9, 9 p ) ) . o repaid on the Sanlam term loan. Finance costs also include

- which will provide Thuo GG with the ability to operate up to qutern ,Ca,pe M?nco S .att”bUtab!e eamings increased by 5%, RO,7 million in respect of the LPM operations which are reversed for
IZSAIE000119814 © 1000 LPMs in Gauteng. which is in line with the increase in GrandWest’s revenue and adjusted headline earnings per share.
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Attorneys
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Corporate advisers
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Sponsor
PSG Capital (Proprietary) Limited

Company Secretary
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At the time of the transaction Playmeter’s route operator
business consisted of 62 LPMs across sixteen venues in
Gauteng, along with an approval from the GGB to roll out an
additional ten machines at two new venues. As at
31 December 2010 Playmeter were operating a total of 77
LPMs at nineteen venues.

In addition to the 15 machines activated since the
aforementioned SENS announcement, additional
applications have been submitted to the GGB and approved.

EBITDA.

PERFORMANCE OF GPI'S ASSOCIATE INVESTMENTS

Real Africa Holdings Limited (RAH)

GPI's share of RAH’s attributable earnings grew by 29% and it
is pleasing that RAH has declared a dividend of 13 cents per
share compared to 12 cents per share the previous year. RAH
comprises some of the best performing urban casinos in South
Africa and certainly the crown jewels of Sun International’s
portfolio of assets.

For and on behalf of the Board

H Adams
Chairman

A Funkey
Chief Executive Officer

3 March 2011
Cape Town

3 March 2011
Cape Town

8. Headline earnings, HEPS and adjusted HEPS

Headline earnings for the six-month period ended December 2010
increased by R13 million to R53 million. Such increase arose from
the acquisition of the LPM operations and an improved performance
by its associate and jointly-controlled investments.

As a result, adjusted headline earnings per share (HEPS) increased
by 34% from 8.98 (2009) cents last year to 12.00 (2010) cents this
year.



