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IMPORTANT NOTICE

If you have any questions relating to the Offer, you may call the MFS
Diversified Group Infoline on 1300 787 695 (callers within Australia) or
+61 3 9415 4639 (callers outside Australia) or visit the Group’s website
at www.mfsdiversified.com.au. You should consult your stockbroker,
accountant or other professional adviser before making an
investment decision.

Issuers

MFS Diversified Trust (ARSN 104 482 206) (Trust), of which MFS Diversified
Group Management Limited (ABN 77 116 506 882) (AFSL 304866)
(Responsible Entity) is the responsible entity and MFS Diversified Limited
(ABN 38 117 546 326) (Company) together form MFS Diversified Group
(Group). The Responsible Entity and Company (Issuers) have prepared and
issued this Offer Document and are the entities making the Offer under
this Offer Document.

The Offer

The Offer is for New Securities which comprise one Unit in the Trust and
one Share in the Company, stapled together pursuant to the terms of their
respective constitutions so that they cannot be bought or sold separately.
The Offer or invitation to subscribe for New Securities in the Group under
the Rights Issue is limited to Securityholders in the Group whose
addresses are in Australia or New Zealand and the Priority Offer is
available only to MFS shareholders whose address is in Australia, and
investors in MFS Managed Funds. The Offer is subject to the terms and
conditions described in this Offer Document. The Issuers reserve the right,
subject to the Listing Rules, to withdraw the Offer or invitation to subscribe
for New Securities and withdraw this Offer Document.

Offer Document

This Offer Document comprises both a prospectus for the purposes of
Chapter 6D of the Corporations Act 2001 (Corporations Act) and a product
disclosure statement for the purposes of Part 7.9 of the Corporations Act.
This Offer Document is dated 8 May 2007 and a copy of this Offer Document
was lodged with the Australian Securities and Investments Commission
(ASIC) on that date. ASIC and ASX Limited (ASX) take no responsibility for
the contents of this Offer Document.

This is not investment advice. You should seek your own financial advice.
The information provided in this Offer Document is not financial product
advice and has been prepared without taking into account your investment
objectives, financial circumstances or particular needs. You should read
the whole of this Offer Document and consider all of the risk factors that
could affect the performance of the Group and the New Securities in the
light of your own particular investment objectives, financial circumstances
and particular needs (including financial and taxation issues) before
deciding whether to invest in the Group.

An investment in the Group is subject to investment risk and other risks,
including possible loss of income and principal invested. None of the
Responsible Entity, the Company, and MFS Limited (ABN 90 107 863 436)
(MFS) and any of its other subsidiaries or controlled entities (together MFS
Group) gives any guarantee or assurance as to the performance of the
Group or the repayment of capital. Investments in the Group are not
investments, deposits or other liabilities of the Responsible Entity, MFS or
any other member of the MFS Group.

Members of MFS Group may invest in, lend or provide other services to the
Group and may be paid fees, including expenses in relation to the Offer and
fees in relation to the management of the Group. Investors should note the
disclosure of MFS Group’s interests set out in Section 11.8.

Some of the risk factors that should be considered by potential Investors are
set out in Section 7. If you have any questions or are uncertain as to whether
the New Securities are a suitable investment for you, you should seek
professional advice from your stockbroker, accountant, financial adviser or
other professional adviser before deciding whether to invest in the Group.

No representations other than in this Offer Document

No person is authorised to give any information or to make any
representation in connection with the Offer or the Group which is not
contained in this Offer Document. Any information or representation that

is not in this Offer Document may not be relied upon as having been
authorised by the Company or Responsible Entity or any associate of either
of them in connection with the Offer.

Electronic Offer Document
A copy of this Offer Document is available online at the Group’s website at
www.mfsdiversified.com.au.

MFS DIVERSIFIED GROUP PROSPECTUS AND PRODUCT DISCLOSURE STATEMENT

The electronic version of this Offer Document is available only to Australian
residents who access, download or print the electronic version of the Offer
Document in Australia. Persons who access the electronic version of this
Offer Document should ensure that they download and read the entire
Offer Document.

You must not pass the Application Form on to another person unless it is
attached to a hard copy of this Offer Document or the complete and
unaltered electronic version of this Offer Document. The Entitlement Offer
is non-renounceable and you cannot pass the Entitlement Form on to
another person.

Exposure Period

The Corporations Act prohibits the issue of Securities in the seven day period
after the date that this Offer Document is lodged with ASIC although it may
be extended by up to a further seven days (up to a total of 14 days) by ASIC.
This period is the Exposure Period. The purpose of the Exposure Period is to
enable this Offer Document to be examined by Investors prior to the opening
of the Offer. Any Application received during the Exposure Period will not be
processed until the expiry of the Exposure Period. No preference will be
conferred on any Applications received during the Exposure Period.

Offering restrictions apply

No action has been taken to register or qualify the New Securities or
otherwise to permit a public offering of the New Securities in any
jurisdiction outside of Australia or existing Securityholders resident
in New Zealand.

This Offer Document does not constitute an offer or invitation in any place
in which, or to any person to whom, it would not be lawful to make such an
offer or invitation. The distribution of this Offer Document in jurisdictions
outside Australia may be restricted by law. Persons who come into
possession of this Offer Document who are not in Australia or existing
Securityholders resident in New Zealand, should seek advice on and
observe any such restrictions. Any failure to comply with such restrictions
may constitute a violation of applicable securities law.

In particular, the Securities have not been and will not be registered under
the US Securities Act of 1933, as amended, (the US Securities Act) or the
laws of any state of the United States of America and may not be offered or
sold within the United States of America or to, or for the account or benefit
of a US Person (as defined in Regulation S of the US Securities Act) except
in a transaction exempt from the registration requirements of the US
Securities Act or applicable US state securities laws.

Photographs and diagrams

The assets depicted in photographs in this Offer Document are assets in
which the Group will have an interest unless otherwise stated. Diagrams
appearing in this Offer Document are illustrative only and may not be
drawn to scale.

Future performance

None of the Responsible Entity, the Company or any other person warrants
the future performance of the Group or any return on any investment made
pursuant to this Offer Document.

Financial amounts
All financial amounts contained in this Offer Document are expressed in
Australian currency unless otherwise stated.

Rounding errors

Due to the impact of rounding, the totals shown for charts, graphs or tables
in this Offer Document may not equate to the sum of the individual
components of the relevant chart, graph or table.

Definitions
A number of words and terms used in this Offer Document have defined
meanings that are explained in the Glossary in Section 12.

Times
A reference to time in this Offer Document is a reference to Sydney,
Australia time.

Updating this Offer Document
Information contained in this Offer Document is subject to change from
time to time and may be updated by the Issuers.

Any updated information (which is not materially adverse to Investors) will
be available on the website at www.mfsdiversified.com.au. A paper copy of
the updated information is available without charge by contacting the
Responsible Entity or the MFS Diversified Group Infoline on 1300 787 695
(callers within Australia) or +61 3 9415 4639 (callers outside Australia).

Where updated information is materially adverse to Investors, the Issuers
will issue a supplementary Offer Document.



GROUP OVERVIEW

MFS DIVERSIFIED GROUP

IS AN INTEGRATED
AUSTRALIAN PROPERTY
GROUP WITH ACTIVITIES

IN PROPERTY INVESTMENT,
COMMUNITIES DEVELOPMENT
AND ASSET AND CAPITAL
MANAGEMENT.
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CHAIRMAN'S LETTER

8 May 2007

Dear Securityholders and Investors
It is my pleasure to invite you to subscribe for New Securities in MFS Diversified Group.

The Group is an integrated Australian property group with activities in property investment,
communities development (residential and commercial property development) and asset and
capital management. The Group had pro forma total assets at 31 December 2006 of
approximately $820 million, including a property investment portfolio of approximately

$338 million.

The Group’s diversified investment portfolio has a quality tenant profile and is being actively
managed to enhance value and provide a growing income stream. The Group’s development
business has multiple prospects for growth including leveraging off its core expertise in
regions where it has a relatively small but growing presence, and by selectively expanding its
operations into commercial development and asset and capital management.

The Group is seeking to raise $200 million in new equity, of which $170 million has already been
committed through a placement to institutional investors. The remaining $30 million is intended
to be raised under the Offer through the issue of 35.3 million New Securities at $0.85 per New
Security, which is a discount to the institutional Placement Price of $0.90, via a:

- 1for 5.5 non-renounceable Rights Issue to Qualifying Securityholders; and

- Priority Offer to Qualifying Investors, comprising shareholders of MFS Limited and
investors in MFS Managed Funds.

The purpose of the Capital Raising is to repay expensive acquisition facilities including preferred
equity units, enabling recapitalisation of the Group so that it is better positioned to take advantage of
existing and new growth opportunities, as well as materially reducing debt. On Completion of the
Capital Raising, the Group is expected to have a pro forma Gearing ratio of approximately 33%.

Prior to the Capital Raising, MFS and related parties held approximately 15% of the Securities
on issue. MFS has agreed to take up additional securities pursuant to the Placement, subject
to renewal of Securityholders” approval or an ASX waiver, and has committed to take up its full
entitlement under the Offer, such that it will maintain its holding in the Group at approximately
15% following completion of the Capital Raising.

The New Securities being issued will be the same class as Existing Securities and will have
full entitlement to the Group’s Distribution for the quarter ending 30 June 2007. The Directors
of the Group have forecast a cash Distribution of 2.25 cents per Security for the quarter ending
30 June 2007. For the year ending 30 June 2008, the forecast cash Distribution is 8.9 cents per
Security, representing a Distribution yield of 10.5%, based on the Application Price.

| encourage you to read this Offer Document carefully and in its entirety. The Offer Document
sets out important information regarding the Offer, including Sections 7 and 9 which set out
the risks, fees and other costs associated with an investment in the Group. It is important to
note that this Offer closes on 5.00pm (Sydney time) 15 June 2007 (unless otherwise extended).
You should contact your professional adviser if you have any queries or call the MFS
Diversified Group Infoline on 1300 787 695 (callers within Australia) or +61 3 9415 4639
(callers outside Australia) if you have any questions about how to apply for New Securities.

The Board’s aim is that the Group becomes one of Australia’s leading listed integrated
property groups, with strong cash flows and Distributions, and a solid pipeline of growth
opportunities. We look forward to you continuing your journey with the Group or welcoming
you as a new Securityholder.

Yours sincerely

R

Michael Hiscock
Chairman

MFS Diversified Limited and MFS Diversified Group Management Limited
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SUMMARY OF OFFER AND KEY DATES

SUMMARY OF THE RIGHTS ISSUE AND PRIORITY OFFER

This Offer Document relates to the offer of New Securities. The New Securities will rank equally with Existing Securities and
will be quoted on ASX.

The Offer comprises two components:

- Rights Issue: a non-renounceable offer to Qualifying Securityholders of 1 New Security for every 5.5 Existing Securities held
on the Record Date. In calculating entitlements to New Securities, fractional entitlements have been rounded down to the
nearest whole number. Qualifying Securityholders may choose to subscribe for their Entitlement in full, in part, or in excess
of their Entitlement; and

- Priority Offer: to the extent that Qualifying Securityholders do not take up their Entitlement to New Securities under the
Rights Issue, New Securities will be available to Qualifying Investors, being shareholders of MFS and investors in MFS

Managed Funds on the Record Date, and to Qualifying Securityholders that apply for New Securities in excess of their
Entitlement.

The table below summarises the Offer as outlined in this Offer Document:

Number of New Securities being issued 35.3 million New Securities
Application Price $0.85 per New Security
Total proceeds before costs $30.0 million
KEY DATES'

Lodgement of Offer Document with ASIC 8 May 2007
Record Date for Entitlements under Rights Issue 15 May 2007
Placement allotment 16 May 2007
Offer opens 5.00pm (Sydney time) 25 May 2007
Offer closes 5.00pm (Sydney time) 15 June 2007
Offer allotment 25 June 2007
Expected commencement of trading of New Securities on ASX 25 June 2007
Expected despatch of Offer holding statements 25 June 2007

1. These dates are subject to change and are indicative only. The Issuers in conjunction with the Underwriter reserve the right to amend this indicative timetable
including, subject to the Corporations Act and Listing Rules, to extend the latest date for receipt of Applications or to cancel the Rights Issue and Priority Offer
without prior notice.

MFS DIVERSIFIED GROUP PROSPECTUS AND PRODUCT DISCLOSURE STATEMENT



SUMMARY OF THE FORECASTS

Earnings per Security (cents)

Earnings per Security' (excluding fair value accounting adjustments] (cents)
Distribution per Security (cents)

Distribution yield®

Percentage of Trust Distributions tax advantaged

Percentage of Company dividends franked

1.Excludes the fair value accounting adjustments on consolidation of Villa World developments.

2.Includes a one-off profit on sale of the Dolphin Arcade.
3.Based on the Application Price of $0.85.

Net Tangible Assets per Security (NTA)

Gearing'

1.Represents net debt divided by total assets.

FORECAST YEAR ENDING
30 JUNE 2007

8%8
9.0
8.5
10.0%
90%
100%

PRO FORMA AS AT
31 DECEMBER 2006

$0.81
33%

FORECAST YEAR ENDING
30 JUNE 2008

8.1
11.02
8.9
10.5%
27%
100%

Further details of the Group’s Financial Forecasts, including the assumptions made and the sensitivities which affect them, are
described in Section 8. Investors should note that the Issuers do not give any assurance that the Financial Forecasts and

forecast level of Distributions will be achieved.

SOURCES AND APPLICATION OF FUNDS

Proceeds from the Capital Raising after costs will be used to reduce existing debt facilities, including the redemption of

preferred equity units.

The sources and applications of funds raised are set out below:
Source of funds from Capital Raising

Rights Issue and Priority Offer

Placement

Total funds from Capital Raising

Application of funds
Repayment of debt

Redemption of preferred equity units
Issue costs
Debt restructuring costs

Total application of funds

$30.0 million
$170.0 million
$200.0 million

$146.5 million
$40.0 million
$7.9 million
$5.6 million
$200.0 million

It is expected that stamp duty will not be payable on the issue of New Securities to successful Applicants but, if it is, it will be

paid by the Group.
RISKS

Section 7 sets out the key risks to achieving the Financial Forecasts and forecast Distributions and, more generally, the risks

associated with an investment in New Securities.



HOW TO APPLY

READ Read this Offer Document in full, paying particular attention to:
- important information on the inside front cover;
- answers to key questions in Section 1;
- investment risks in Section 7;
- financial information in Section 8; and
- fees and other costs in Section 9.
CONSIDER AND Consider all risks and other information in light of your particular investment objectives and
CONSULT circumstances.
Consult with your stockbroker, accountant or other financial adviser if you are uncertain.
COMPLETE Complete the appropriate Entitlement Form or Application Form accompanying this Offer Document.
Rights Issue: If you are a Qualifying Securityholder whose address on the register at 5.00pm
(Sydney time) on the Record Date of 15 May 2007 is in Australia or New Zealand you should
complete the personalised loose leaf Entitlement Form.
Priority Offer: If you are a shareholder of MFS or an investor in an MFS Managed Fund, whose
address on the register is in Australia at 5.00pm (Sydney time] on the Record Date of 15 May 2007
(Qualifying Investor), you are eligible to apply under the Priority Offer.
Qualifying Investors may obtain a copy of this Offer Document and a personalised Application
Form by responding to the card mailed to them on or around 15 May 2007, or by contacting the
MFS Diversified Group Infoline on 1300 787 695 (callers within Australia) or +61 3 9415 4639
(callers outside Australia).
There is no facility for Entitlement Forms or Application Forms to be submitted electronically.
Completed Entitlement Forms and Application Forms must be accompanied by a cheque, bank
draft or money order in Australian currency for the amount of the Application Monies, payable
to “MFS Diversified Group Management Limited - Applications Account” and crossed “Not
Negotiable”. Alternatively, Computershare has made a BPAY® facility available for this payment.
Details of the BPAY® facility are located on the back of your Entitlement Form or Application Form.
Please note that completed Entitlement Forms and Application Forms must be sent or delivered
with Application Monies to the Registry so as to be received by the Offer Closing Date of
15 June 2007.
For further details on how to apply for New Securities, see Section 2.2 and the Entitlement Form
or Application Form accompanying this Offer Document. For answers to any further questions
you may have on how to apply for New Securities, please call MFS Diversified Group Infoline on
1300 787 695 (callers within Australia) or +61 3 9415 4639 (callers outside Australia) or contact
your financial adviser.
MAIL OR DELIVER Mail: _ o
APPLICATIONS Computershare Investor Services Pty Limited
GPO Box 523
Brisbane QLD 4001
Australia
Delivery:
Computershare Investor Services Pty Limited
Level 19
307 Queen Street
Brisbane QLD 4000
Facsimile:

+617 3237 2152

MFS DIVERSIFIED GROUP PROSPECTUS AND PRODUCT DISCLOSURE STATEMENT



INVESTMENT HIGHLIGHTS

ATTRACTIVE FORECAST DISCOUNT TO TRADING

DISTRIBUTION YIELD PRICE AND INSTITUTIONAL
PLACEMENT PRICE

The Group is forecasting to distribute The Application Price of $0.85 is at

2.25 cents per Security for the quarter a 2.3% discount to the closing price of

ending 30 June 2007, bringing the total $0.87 on 7 May 2007, a 2.6% discount

forecast Distribution per security to to the 5 day VWAP, and

8.5 cents for the financial year. a 5.6% discount to the Placement

For the year ending 30 June 2008, the Price of $0.90.
forecast Distribution is 8.9 cents per

Security representing a yield of 10.5%

per annum on the Application Price.

Forecast Distribution yield' DISCOUNT
Closing price' 2.3%
5 day VWAP 2.6%
S o 1 month VWAP 2.8%
10% —
3 month VWAP 6.2%
> 6 month VWAP 6.7%

6% —
Placement Price 5.6%
4% —

2% — 1. As at 7 May 2007.

0% —
FYO7 forecast FYO08 forecast
distribution yield distribution yield

1. Based on the Application Price of $0.85.
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INVESTMENT HIGHLIGHTS

DIVERSIFIED AND
INTEGRATED
INCOME STREAMS

The Group’s current operations
are primarily in property
investment through the Trust,
and communities development
through the Company.

The Group has also established
two new divisions: commercial
communities development and
asset and capital management.

Forecast Group EBITDA composition
during the year ending 30 June 2008 -
Trust and Company

Company 60%

Trust 40%

Note: Trust EBITDA excludes interest income paid by the Company to
the Trust under the intra-Group loan. The Company EBITDA includes
fair value adjustments on Villa World developments.

MFS DIVERSIFIED GROUP PROSPECTUS AND PRODUCT DISCLOSURE STATEMENT

SECURE AND DIVERSIFIED
TRUST EARNINGS

The Trust has a diversified portfolio
of 27 properties across the retail,
industrial, commercial and pub
sectors, valued at $338 million.

Diversified investment portfolio:

- located across Australia and New Zealand
but predominantly in Queensland;

- weighted average lease expiry profile of
5.1 years;

- weighted average capitalisation rate of 7.8%;
- 98% occupancy; and

- development pipeline of approximately
$130 million.



DIVERSIFIED
COMPANY EARNINGS

The communities development
business is underpinned by a
highly diversified land bank

of approximately 6,500 residential
lots with an estimated gross
development value of
approximately $1.5 billion.

New business initiatives have been
established in commercial
communities development and
asset and capital management.

Highly diversified residential communities
development business:

- By project:
- 21 projects contributing to FY07 profit; and
— 26 projects contributing to FY08 profit.

- By product type:
- land;
- house and land; and
- integrated housing.

- By geographic location:
- Queensland;
- Victoria; and
- New South Wales.

STRONG GROWTH
OPPORTUNITIES

Strategies to expand, further
diversify and optimise the
performance of the property
investment portfolio.

The recent merger of MFS Diversified
Group with Villa World provides the
Group with an opportunity to
generate earnings growth by
expanding Villa World’s existing
businesses and establishing new
businesses.

Specific growth strategies of the Group include:

- expanding and further diversifying the property
portfolio;

- optimising the performance of the property
portfolio through active management;

- redevelopment of existing Trust assets;

- expanding existing communities development
activities into new geographic markets;

- creating new business initiatives including a
commercial development division and an asset
and capital management division; and

- optimising return on capital employed, through
initiatives such as the syndication of long-term
development projects.



INVESTMENT HIGHLIGHTS

ADVANTAGES OF
AN INTEGRATED
PROPERTY GROUP

The Group’s three divisions
provide a vertically integrated
business model.

Advantages of this integrated business
model include:

- generation of a diverse income stream for
Securityholders, offering both earnings
security and the potential for earnings growth;

- capacity to leverage opportunities between
business streams including the opportunity to
develop investment grade assets; and

- derivation of profits at a number of stages
within the property lifecycle.

8 MFS DIVERSIFIED GROUP PROSPECTUS AND PRODUCT DISCLOSURE STATEMENT

EXPERIENCE AND DEPTH
OF MANAGEMENT

The Directors and senior
management team of the Group
have significant expertise across
the Group’s broad range of
business activities.

The Group is externally managed by
MFS Diversified Group Management
Limited, a subsidiary of MFS Limited.

Benefits from the Group’s strategic
relationship with MFS include:

- MFSis a significant funds manager with a
market capitalisation of approximately
$2.9 billion and significant experience in the
property sector;

- MFS has deal sourcing capabilities offering
a significant pipeline of potential growth
opportunities for the Group;

- Extensive retail distribution network:
- 50,000 strong retail investor distribution
network; and
- approximately $4.5 billion in assets under
management across a broad range of
investment products; and

- Strong alignment of interest between the
Group and MFS:
- 15% cornerstone stake; and
- performance-related fees.



KEY RISKS

There are a number of risks

which should be considered before
an Applicant decides whether

to apply for New Securities.

Key risks include:

- development project risks (including cost
overruns, delays and changes in market
conditions affecting current projects, planning
approval and the ability to secure pipeline
opportunities);

- property leasing risks (including loss of major
tenants, defaults and inability to secure new
tenants on favourable terms);

- valuation of investment properties risks
(including downturn in property markets
affecting property values); and

- debt and interest rate risks.

The risk factors include but are not limited to
those above. These potential risks and others
are set out in more detail in Section 7.
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This is a summary only. For more information, refer to the Section(s) listed on the right.

TOPIC
ABOUT THE OFFER

Who are the Issuers of
this Offer Document?

What is the Offer?

What is the purpose
of the Offer?

What rights attach to
New Securities?

Is the Offer underwritten?

THE RIGHTS ISSUE

What is the Rights Issue?

Can Qualifying
Securityholders apply
for more than their
Entitlement?

Can foreign
Securityholders
participate in the
Rights Issue?

SUMMARY

- MFS Diversified Limited and MFS Diversified Group Management Limited
as Responsible Entity for MFS Diversified Trust

- This Offer Document invites Applications for New Securities in the Group.
The Offer is in two parts:

- Rights Issue of 1 New Security for every 5.5 Existing Securities held
on the Record Date; and

- Priority Offer to Qualifying Investors

- Repay expensive acquisition facilities including preferred equity units enabling
recapitalisation of the Group so that it is better positioned to take advantage of
existing and new growth opportunities

- New Securities will have the same voting rights as Existing Securities and
will carry an entitlement to the June 2007 quarter Distribution

- The Offer is underwritten by UBS AG, Australia Branch. The underwriting
is subject to certain termination events

- Securityholders who are registered holders as at 5.00pm (Sydney time) on

the Record Date (15 May 2007) and whose address on the register is in Australia

or New Zealand will receive an Entitlement allocation

- Ifyou are a Qualifying Securityholder, your Entitlement is to 1 New Security
for every 5.5 Existing Securities you hold on the Record Date. Your Entitlement
is non-renounceable (i.e. cannot be transferred and there is no rights trading)

- The Entitlement Form must be completed in accordance with the instructions
on the reverse side of the form. Details on how to apply for New Securities are
set out in the How to Apply section of this Offer Document

- The Application Price is $0.85 per New Security

- New Securities not subscribed for under the Rights Issue will be made available

under the Priority Offer

- Each Qualifying Securityholder may apply for New Securities in excess of their
pro rata Entitlement. However, any amount by which an Application from a
Qualifying Securityholder exceeds their Entitlement may be declined or scaled
back at the absolute discretion of the Issuers and the Lead Manager

- Applications in excess of an Entitlement may be satisfied through the Priority
Offer at the Issuer’s discretion

- Only Securityholders whose address on the register is in Australia or
New Zealand on the Record Date are entitled to New Securities under the
Rights Issue

WHERE TO FIND MORE
INFORMATION

Section 3

Section 2

Section 2.1

Sections 2.5and 11.3

Sections 2.6 and 11.4.1

Section 2.2.1

Section 2

Section 2.2.1

"
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ANSWERS TO KEY QUESTIONS

TOPIC
THE PRIORITY OFFER
What is the Priority Offer?

Can foreign investors
participate in the
Priority Offer?

What is the allocation
policy of the Issuers?

ABOUT THE GROUP

What is MFS
Diversified Group?

What Distributions
will | receive?

SUMMARY

Shareholders in MFS or investors in MFS Managed Funds (Qualifying Investors)
at 5.00pm (Sydney time) on the Record Date (15 May 2007) with registered
addresses in Australia will receive a priority in applying for New Securities

that are not subscribed for under the Rights Issue (Shortfall Securities)

Qualifying Investors may obtain a copy of this Offer Document and a
personalised Application Form by responding to the card mailed to them on
or around 15 May 2007, or by contacting the MFS Diversified Group Infoline
on 1300 787 695 (callers within Australia) or +61 3 9415 4639 (callers
outside Australia)

The Priority Offer Application Form must be completed in accordance with
the instructions on the reverse side of the form. Details on how to apply for
New Securities are set out in the How to Apply section of this Offer Document

The Application Price is $0.85 per New Security

No, only Qualifying Securityholders whose address on the register is in
Australia or New Zealand on the Record Date will receive an allocation
under the Priority Offer

The Issuers, in consultation with the Underwriter, reserve the right to reject any
Application under the Priority Offer or to allocate to any Applicant a lesser
number of New Securities than they apply for

The Group is a diversified property business with activities in property
investment, communities development and asset and capital management

Each security in the Group comprises one Unit in the Trust and one Share in the
Company. Securities are quoted and traded as one security on ASX and cannot
be traded separately

The Trust holds the Group's investment property assets. It is intended that, in
accordance with the terms of the Trust Constitution, the income of the Trust will
be distributed to Securityholders. Consequently, this income will only be taxed
in the hands of Securityholders

The Company’s core business is residential communities development.

The Company recently created two new business initiatives in commercial
communities development and asset and capital management. The Company
may from time to time pay dividends which may or may not be franked

The Group is forecasting a Distribution of 2.25 cents per Security for the quarter
ending 30 June 2007 (based on the assumptions set out in Section 8.4). The
Group is forecasting a Distribution of 8.9 cents per Security for the year ending
30 June 2008 [based on the assumptions set out in Section 8.4)

New Securities will rank equally with Existing Securities on issue and will be
entitled to the Distribution of 2.25 cents per security for the quarter ending
30 June 2007

The forecast Distributions represent a yield of 10% per Security for the quarter
ending 30 June 2007 and a yield of 10.5% per Security for the year ending
30 June 2008 based on the Application Price

MFS DIVERSIFIED GROUP PROSPECTUS AND PRODUCT DISCLOSURE STATEMENT

WHERE TO FIND MORE
INFORMATION

Section 2.2.2

Section 2.2.2

Section 2.2.4

Section 3

Section 8



TOPIC

What is the Group's
Distribution policy?

What is the forecast tax
advantaged component?

Do Distributions include
a return of capital?

What are the intended
borrowings of the Group?

What are the significant
benefits of the Offer?

What are the
significant risks?

SUMMARY
- The Issuers intend to make Distributions quarterly

- The first Distribution will relate to the quarter ending 30 June 2007 and is
expected to be paid in July 2007

- Thereafter, Distributions are expected to be paid in October, January, April and
July for the three month periods ending 30 September, 31 December, 31 March
and 30 June each year

- ltis forecast that approximately 90% and 27% of the Trust Distributions for
the periods to June 2007 and June 2008 respectively, will be tax advantaged

- Forecast Distributions may include a return of capital

- Pro forma Gearing of the Group was 33% as at 31 December 2006

The long-term Gearing of the Group is intended to be in the range of 35% to
45%. From time to time the Gearing of the Group may exceed this level

- The hedging of any floating interest rate borrowings such that between 70% and
85% of core borrowings will have interest rate certainty

- Attractive forecast Distribution yield

- Discount to trading price and institutional Placement Price

— Diversified and integrated income streams

- Secure and diversified Trust earnings

- Diversified Company earnings

- Strong growth opportunities

- Integrated property group

- Experience and depth of management

Potential risks are set out in more detail in Section 7 and include the following:

- Development projects: There are risks associated with property development
including increased costs, change in market conditions, inadequate warranties
and indemnities, delays, contractors and subcontractors not performing work to
a satisfactory standard and a risk that competing property development projects
may adversely affect the overall return achieved by a property development
undertaken by the Company. The Group's performance will also depend on its
ability to continue sourcing affordable land for development and to deliver on its
current development pipeline

- Property leasing: The Group’s performance depends on its ability to lease new
and existing properties on favourable terms. Tenants may default on their rental
or other obligations under leases, or not renew expiring leases, resulting in
capital losses or income reduction to the Group

- Value of investment properties: The value of properties owned by the Group
may fluctuate from time to time due to market and other conditions, including
rental, occupancy levels and property yields

- Debt and interest rates: Adverse fluctuations in interest rates, to the extent
that they are not hedged or forecast, will impact on the earnings available
for Distributions

- Other: Other risks are set out in Section 7. Before investing in the Group,
Investors should consider these risk factors carefully and read this Offer
Document in its entirety. Before making a decision whether to invest in the
Group, you should consult your stockbroker, accountant, financial adviser
or other professional adviser

WHERE TO FIND MORE
INFORMATION

Section 3.7

Section 10

Section 8

Section 3.8

Investment Highlights
and Sections 3, 4and b

Section 7
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ANSWERS TO KEY QUESTIONS

TOPIC

What are the significant
Australian tax
implications of
investing in the Group?

What is the management
structure?

What are the fees
and costs payable by
the Group?

What is the Net Tangible
Assets per Security?

What is the dispute
resolution procedure to
deal with complaints?

Does the Responsible
Entity take into account
labour standards, or
environmental, social

or ethical considerations
when selecting, retaining
or realising investments?

Is there a cooling-off
period?

What reports will
be provided to
Securityholders?

How can further
information be obtained?

Further contact details?

SUMMARY

Securityholders will be subject to Australian tax on Distributions from the
Trust and dividends from the Company

It is anticipated that a component of the Trust's Distributions will be tax
advantaged (comprising tax deferred and non-taxable distributions)

The Company will pay income tax at the corporate rate (currently 30%). The
dividends are expected to be 100% franked to reflect tax paid by the Company

Investors should consider seeking their own tax advice prior to investing in
the Group

Under the Trust Constitution and the Management Agreement, the Manager
is responsible for the day-to-day management and operations of the Group

There are both one-off and ongoing fees which will be paid to the Manager.
Details of these fees are set out in Section 9

The Manager may also be reimbursed from the Group assets for costs incurred
in the proper performance of its duties

Following Completion of the Capital Raising, the Net Tangible Assets per
Security is expected to be $0.81 allowing for Capital Raising costs. This
compares with the Application Price of $0.85 per New Security

The Responsible Entity provides a complaints handling and dispute resolution
procedure for Securityholders and is a member of an external complaints
resolution body, Financial Industry Complaints Service Limited

The Responsible Entity does not take into account labour standards,
environmental, social or ethical considerations in selecting, retaining or
realising investments for the Trust, except to the extent that such issues
have an effect on the price or value of investments

No, there is no cooling-off right for Investors as the Group is listed on ASX

The Issuers will provide, at least:

A half-yearly update;
An annual report;

Quarterly distribution/dividend advice statements; and

Annual tax statements

The Issuers will also comply with all laws and the Listing Rules as they relate
to information or documents to be provided to Investors

Contact your stockbroker, accountant, financial adviser or other professional
adviser

Phone the MFS Diversified Group Infoline on 1300 787 695 (callers within

Australia) or +61 3 9415 4639 (callers outside Australia)

The MFS Diversified Group Infoline will be open from 8.30am until 5.00pm
(Sydney time) Monday to Friday from the date this Offer Document is lodged

with ASIC until the Closing Date

For further details, see the Corporate Directory at the back of this
Offer Document

MFS DIVERSIFIED GROUP PROSPECTUS AND PRODUCT DISCLOSURE STATEMENT

WHERE TO FIND MORE
INFORMATION

Section 10

Sections 11.3.1
and 11.4.2

Section 9

Section 8.1

Section 11.10

Section 6.4

Section 11.13

Section 11.1

Corporate Directory
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2.1 OFFER SUMMARY

The Group is seeking to raise $200 million in new equity,
of which $170 million has already been committed through
a Placement to institutional and other wholesale investors.
The remaining $30 million is intended to be raised through
the issue of New Securities under the Offer. The Offer
comprises a Rights Issue and Priority Offer.

Under the Placement, offers were made to wholesale clients
who do not require a prospectus or product disclosure
statement, of 188.9 million Placement Securities at a
Placement Price of $0.90 per Security. Commitments have
been received for all of these Placement Securities, including
a commitment from MFS for 15% of the Placement
Securities', and it is intended that these Securities be issued
on 16 May 2007. The Placement, including the issue to MFS,
was approved at the meeting of members of the Group held
on 12 March 2007, and is not conditional on the Rights Issue
and Priority Offer.

This Offer Document outlines the terms of the Rights Issue
and Priority Offer and invites Applications for New Securities
in the Group. The key components of the Offer are
summarised as follows:

$0.85 per Security
35.3 million

Application Price

Number of New Securities to be issued

Rights Issue 1 New Security for each
5.5 Existing Securities held
Priority Offer Subject to the Rights Issue

being undersubscribed
5.00pm (Sydney time) on 15 May 2007
$30.0 million

Record Date
Total proceeds before costs

Proceeds from the Capital Raising will be used to reduce
existing debt facilities, including redeeming preferred equity
units and paying the costs of the Capital Raising. As a result,
the Group will be in a better position to take advantage of
growth opportunities in the future.

1.The issue to MFS is subject to the renewal of Securityholders” approval or
ASX granting a waiver.

MFS DIVERSIFIED GROUP PROSPECTUS AND PRODUCT DISCLOSURE STATEMENT

2.2 OFFER STRUCTURE

2.2.1 Rights Issue

The Rights Issue is an offer to Qualifying Securityholders

of 1 New Security for every 5.5 Existing Securities held

on the Record Date. A Qualifying Securityholder is a holder
of Securities with a registered address in Australia or

New Zealand, as recorded on the Group's register at 5.00pm
(Sydney time) on the Record Date of 15 May 2007.

Qualifying Securityholders may choose to subscribe for their
Entitlement in full, in part or in excess of their Entitlement as
set out in their personalised Entitlement Form. In calculating
Entitlements to New Securities, fractional Entitlements have
been rounded down to the nearest whole number.

Full subscription

Qualifying Securityholders may choose to subscribe for their
Entitlement in full by applying for their total pro-rata
allocation. Each Qualifying Securityholder is guaranteed to
receive their full Entitlement.

Part subscription

Qualifying Securityholders may choose to subscribe for
their Entitlement in part by applying for less than their total
pro-rata allocation. Each Qualifying Securityholder is
guaranteed to receive their part Entitlement.

In excess of an Entitlement

Qualifying Securityholders may apply for New Securities in
excess of their pro-rata Entitlement. However, any amount in
excess of an Entitlement may be declined or scaled back at
the absolute discretion of the Issuers and the Lead Manager.
The amount of any Applications in excess of an Entitlement
will be satisfied under the Priority Offer from the Shortfall
Securities, if any.

If you are a Qualifying Securityholder and have not received
a personalised Entitlement Form, please telephone the MFS
Diversified Group Infoline on 1300 787 695 (callers within
Australia) or +61 3 9415 4639 (callers outside Australia).

2.2.2 Priority Offer

The Priority Offer will comprise the amount of any shortfall
in the Rights Issue. In addition, any Application in excess of
an Entitlement will form part of the Priority Offer.

Qualifying Investors, comprising shareholders of MFS
or investors in MFS Managed Funds on 15 May 2007 with
registered addresses in Australia, may apply under the
Priority Offer.

Qualifying Investors may obtain a copy of this Offer Document
and the Application Form by responding to the card mailed

to them on or around 15 May 2007 or by contacting MFS
Diversified Group Infoline on 1300 787 695 (callers within
Australia) or +61 3 9415 4639 (callers outside Australia).

There is no assurance that Qualifying Investors will receive
an allocation of New Securities.



2.2.3 All Applications and payments

Entitlement Forms and Application Forms must be completed
in accordance with the instructions outlined on the reverse
side of those forms. Applicants under the Rights Issue are
not required to sign the Entitlement Form.

Entitlement Forms, Application Forms and Application Monies
must be received by the Registry no later than 5.00pm

(Sydney time) on the Offer Closing Date which is expected to
be 15 June 2007 unless, together with the Lead Manager, the
Issuers elect to extend the Offer or any part of it, or accept late
Applications either generally or in particular cases.

The Issuers and the Lead Manager reserve the right to reject
any Entitlement Form or Application Form which is not
correctly completed or which is submitted by a person whom
they believe may be an ineligible Applicant, or to waive or
correct any errors made by an Applicant in completing any
Entitlement Form or Application Form.

2.2.4 Allocation policy

The Issuers reserve the right to decline any Application,
other than by Qualifying Securityholders for their
Entitlements, in whole or in part, without giving any reason.

Subject to the Listing Rules, the Issuers reserve the right to
close the Offer early, scale back the size of the Offer or not
proceed with the Offer at all.

2.3  APPLICATION MONIES AND INTEREST

Monies received from an Applicant for an Application will,
until the New Securities are issued, be held by the
Responsible Entity in a trust account.

Money received in respect of Applications that are declined
in whole or in part will be refunded by cheque. Refunds for
unsuccessful Applications will be posted as soon as possible
upon allotment. Interest will not be paid on any Application
Monies refunded to Applicants. Any interest earned on
Application Monies will be retained by the Group.

The Responsible Entity reserves the right, subject to any
required regulatory approval, to cancel the Rights Issue and
Priority Offer at any time, in which case all Application Monies
for unissued New Securities will be refunded without interest.

If the Underwriting Agreement is terminated, the Offer will
not proceed, in which event, all Application Monies will be
refunded without interest.

To the fullest extent permitted by law, each Applicant agrees
that Application Monies shall not bear or earn interest for
the Applicant, irrespective of whether or not all or any of the
New Securities applied for by the Applicant are issued to

the Applicant.

2.4  ASX QUOTATION

Application to ASX for official quotation of the New Securities
will be made as soon as practicable following the date of
issue of this Offer Document and, in any event, within seven
days of the date of this Offer Document. If quotation of the
New Securities is not granted within three months, the
Application Monies will be refunded without interest.

2.5 VOTING RIGHTS OF THE NEW SECURITIES

New Securities will have the same voting rights as Existing
Securities. Each Security confers the right to vote at meetings
of the Securityholders, subject to any voting restrictions
imposed on an Investor under the Corporations Act or the
Listing Rules. On a show of hands, every Securityholder
present in person or by proxy has one vote. On a poll, every
Unitholder in the Trust who is present in person or by proxy
has one vote for each dollar of value of the Units and every
shareholder in the Company has one vote for each Share held.

2.6 UNDERWRITING OF THE OFFER

UBS AG, Australia Branch (Underwriter] has underwritten
the Capital Raising. Subject to the terms of the Underwriting
Agreement, the Underwriter will subscribe for any shortfall in
applications for New Securities so the amount of the Offer is
raised. A summary of the material terms of the Underwriting
Agreement including the circumstances in which the
Underwriter may terminate its obligations is contained in
Section 11.4.1. If the Underwriting Agreement is terminated,
the Offer will not proceed and the Application Monies will be
refunded without interest.
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3.1  MFS DIVERSIFIED GROUP

MFS Diversified Group (Group) comprises the MFS Diversified
Trust (Trust) and MFS Diversified Limited (Company). The
Trust currently holds a diversified portfolio of 27 investment
properties in the retail, commercial, industrial and pub
sectors with a total value of approximately $338 million.

The Company’s operations are diversified across communities
development and asset and capital management. The
Company has a land bank of approximately 6,500 lots with an
estimated gross development value on completion of
approximately $1.5 billion (at current sales prices).

The Trust was established in July 2003 following the merger
of a number of unlisted property trusts, and was subsequently
listed on ASX in November 2003. In March 2006, Unitholders
of the Trust approved a resolution to form a stapled security
by stapling Units in the Trust to Shares in the Company.

In October 2006, the Group successfully acquired Villa World,
an integrated land and housing development business. Villa
World has been operating since 1986 and over that time

has built a strong reputation in the Australian, and more
particularly Queensland, residential development industry.
Since 1994, Villa World has developed and sold over 11,500
lots with estimated sales revenue of approximately

$2.0 billion.

The Group is now an integrated and diversified property
business, with pro forma total assets at 31 December 2006
of approximately $820 million and over 100 employees
located throughout Australia. The Group’s headquarters
are located on the Gold Coast in Queensland.

The Group is externally managed by MFS Diversified
Group Management Limited (MFSDG), a subsidiary of
MFS Limited (MFS).

The Group’s current income can broadly be described as
property investment income from the Trust and development
income from the company. The forecast Group EBITDA
composition for the year ending 30 June 2008 is set out in
the chart below:

FORECAST GROUP EBITDA COMPOSITION

YEAR ENDING 30 JUNE 2008

Trust 40%

Company 60%

Note: Trust EBITDA excludes interest income paid by the Company to the
Trust under the intra-Group loan. The Company EBITDA includes fair value
adjustments on Villa World developments.

3.2 BENEFITS OF THE GROUP BUSINESS MODEL

Integrated business model - The investment and development
capabilities of the Trust and Company will provide the ability for
the Group to benefit from opportunities between business
divisions. For example, the development expertise of the
Company can be utilised to manage the Trust’s construction
and development requirements.

Diversified and complementary income streams - The
Group’s business operations are highly diversified. The Trust’s
portfolio comprises 27 investment properties diversified
across the retail, commercial, industrial and pub sectors

in Australia and New Zealand. The Company’s earnings are
diversified across land and housing development projects
throughout Queensland, New South Wales and Victoria.

Active management of investment assets — The Trust will
continue to target stabilised real estate that can deliver
superior risk adjusted returns through active management.
The Group also intends to develop investment properties on
balance sheet, providing an internal source of investment
product at cost, which should deliver NTA accretion and offer
attractive yields.

Capital efficient residential development model - Over time,
management intends to syndicate a growing proportion of the
Company'’s residential land and housing developments which
should significantly enhance return on equity. MFS will assist
the Company in the marketing, distribution and management
of these products.

Highly experienced management team - The Board and
senior management of the Group have significant
experience across the Group’s broad range of business
activities. Investors will also benefit from the Group’s
strategic relationship with MFS. MFS has a strong deal
sourcing capability offering a significant pipeline of growth
opportunities for the Group, as well as a significant funds
management retail distribution capability.

3.3 STRATEGIC OBJECTIVES OF THE GROUP

Key strategic objectives of the Group include:

- Securityholder returns - provide investors with superior
risk adjusted returns;

- Business model - diversified and integrated business
focusing on property investment, communities
development, and asset and capital management;

- Earnings composition - property investment earnings
to represent the majority of Group earnings over medium
to long term; and

- Capital management - prudent capital management with
targeted Gearing of 35% to 45%.
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OVERVIEW OF THE GROUP

3.4 GROUP STRUCTURE

Each Security comprises one Unit in the Trust and one Share
in the Company. Securities are quoted and traded as one
Security on ASX and can not be traded separately.
Securityholders may receive distributions from the Trust
and dividends from the Company. The stapling is given

effect by provisions in the constitutions of both the Trust

and the Company. A summary of these documents is
provided in Section 11.

MFS Diversified Group Management Limited (MFSDG) is the
responsible entity for the Trust. MFSDG is a wholly owned
subsidiary of MFS.

The structure of the Group is set out in the diagram below.

3.5 MANAGEMENT OF THE GROUP
The Group is managed by MFSDG, a subsidiary of MFS.

MFSDG, as Responsible Entity of the Trust, will be responsible
for the management and operation of the Trust in accordance
with the provisions set out in the Trust Constitution.

MFSDG is also responsible for the day-to-day management of
the Company. This management arrangement is set out in the
Management Agreement to which the Company and MFSDG
are parties.

The Trust Constitution and Management Agreement are
summarised in Section 11.3.1 and Section 11.4.2 respectively.

The fees in consideration for MFSDG’s management services
are described in more detail in Section 9.

GROUP STRUCTURE DIAGRAM

3.6 MFS

MFS is a diversified financial services and investment
company with activities in funds management, investment,
structured finance and tourism. MFS was founded in 1999
and listed on ASX in January 2005. In October 2006, it was
included in the S&P/ASX 200 Index and, at the date

of this Offer Document, it had a market capitalisation of
approximately $2.9 billion.

Through its related entities, MFS has been in the funds
management business since 1999. MFS funds management
business manages a broad range of income, property and
alternative asset class funds and markets these funds to
retail and wholesale investors in Australia and New Zealand.
MFS has assets under management of approximately

$4.5 billion and continues to grow organically and through
the strategic acquisition of other businesses.

The Group is expected to benefit from MFS transaction
and deal sourcing expertise, as well as access to MFS’
funds management retail distribution capability.

MFS is a significant and founding investor of the Group.
MFES will take up its full entitlement under the Offer and,
subject to the renewal of Securityholders” approval or ASX
granting a waiver, complete its commitment to take up
Placement Securities. After allotment of the New Securities
and Placement Securities, MFS is expected to hold
approximately 15% of Securities on issue.

3.7 DISTRIBUTION POLICY

The New Securities will be entitled to receive Distributions
from the Group in respect of the quarter ending 30 June 2007.
The Group’s Distribution policy is to pay quarterly Distributions.
The forecast Distributions assume all distributable income
from the Trust will be distributed and that the Company will
distribute approximately 80%-90% of its net profit after tax
over the Forecast Period. Distributions from the Trust may be
tax advantaged and dividends from the Company are expected
to be 100% franked.

MFS Diversified Group

[Respomzisl’a?eGEntity) MFS Diversified Trust

Property Investment

Commercial

MFS DIVERSIFIED GROUP PROSPECTUS AND PRODUCT DISCLOSURE STATEMENT

staple

MFS Diversified Limited

Communities Development Asset and Capital Management

Residential



Subject to future business conditions and opportunities and
future cash flow requirements of the Group, the Directors intend
to maintain the same Distribution policy in the medium term.

The ability to declare and pay Distributions and the level of
the tax advantaged component and franking will depend on
a number of factors, including earnings, cash resources and
the risk factors discussed in Section 7, many of which are
beyond the control of the Group and its Directors.

The tax consequences of Distributions from the Group are
outlined in Section 10.

3.8 DEBT POLICY

Key elements of the debt policy of the Group are as follows:

- pro forma Gearing of the Group was 33% as at
31 December 2006;

- targeted Gearing in the range 35% to 45%; and

- 70% to 85% of core borrowings to have interest
rate certainty due to hedging.

In the ordinary course of business, loans and advances may

exist between the Trust and the Company to provide working
capital and other financing requirements to the Trust or the

Company. The initial financing arrangements are described

in Section 11.5. In addition, advances may be made between
the Trust and the Company using funds sourced from future
capital raisings.

3.9 VALUATION POLICY

The Group has an internal valuation process for determining
fair values at reporting dates (30 June and 31 December
each year). An external, independent valuer values
individual properties every three years on a rotation basis,
or on a more frequent basis if considered appropriate. All
investment properties were revalued by external valuers at
31 December 2006.
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MFS DIVERSIFIED TRUST

4.1 PORTFOLIO OVERVIEW

The Trust owns a diversified property portfolio of

27 properties in the retail, commercial, industrial and pub
sectors with a value of $337.6 million. These properties
are located throughout Australia and New Zealand but
predominantly in Queensland. The Trust also holds a

$4.8 million investment in Mirage Resorts Investment
Trust, a 4.7% interest in National Leisure and Gaming
Limited (NLG) and four million options to subscribe for
ordinary shares in NLG.

Development pipeline

ESTIMATED
ACQUISITION VALUEON  EXPECTED

PROPERTY UNDER PRICE  COMPLETION ~ COMPLETION
DEVELOPMENT ($ MILLIONS]  ($ MILLIONS] ~ DATE
Waterford Plaza, 1.3 24.7  Completed
Waterford West, QLD April 2007
Belgrave Street, 3.4 23.6  September
Kempsey, NSW 2008
Woolgar Road, 5.8 22.0 Late 2008
Gympie, QLD
Burnside Road, 12.5 48.0 Late 2008
Stapylton, QLD
681 Deception Bay 4.3 11.0  March 2008
Road, Deception Bay,
QLD
95and 117 Mina 17.1 nfa n/a
Parade, Alderley, QLD
Total 54.4 129.3

The key statistics of the Trust’s portfolio as at the date of the
Offer Document are summarised in the table below:

No. of properties 27
Total value of investment properties $337.6 million
Net lettable area (approximate) 176,204m?
Occupancy 98%
Weighted average lease expiry (by income) 5.1 years

Note: Key statistics exclude the Village Life portfolio which is under
unconditional contract to be sold.

A number of the Trust’s properties are currently under
development. Development of Trust properties has historically
been outsourced to third party providers. As a result of the
acquisition of Villa World and the establishment of the
Commercial Communities Development division, it is intended
that the bulk of the Trust's property development activities will
be carried out by the Company.

ESTIMATED

YIELD (%)

8.5

7.8

7.5

11.0

7.9

n/a

9.1

STATUS

- Redevelopment of existing shopping centre

- Expansion and conversion of the existing Bi-Lo
to Coles supermarket and a re-configuration
and re-mixing of the existing speciality tenants

- Construction commenced in August 2006

- 98% leased

- 12-month rental guarantee provided by
development manager

- Development of greenfield site

- Development approval received

- Agreement to lease executed with Coles
and Target

- Development of greenfield site
- Currently completing feasibility
- Advanced stages of negotiation with major tenant

- Development over five stages to increase net
lettable area by 53% to 46,594m?
- Currently completing feasibility

- Redevelopment of existing shopping centre

- Plans to increase the centre to approximately
3,000m?

- Advanced stages of negotiation with major tenants

- Residential development in planning stage
- Development application currently being prepared
- Planned to be developed by the Company
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MFS DIVERSIFIED TRUST

4.2 STRATEGIC OBJECTIVES

The key strategies of the Trust include:

Investment criteria: a focus on investment properties
that offer strong tenant covenants, or properties
where tenancy profiles and earnings can be enhanced
through active management;

Active management: management of properties with
a view to enhancing performance. This may include
the repositioning of an asset through re-letting,
refurbishment and/or redevelopment;

Growth of the investment portfolio: through acquisitions
from third parties, development of the Trust’s existing
development pipeline, pursuit of commercial

development opportunities within the Company’s
residential communities development division.
Acquisitions are sought with an 8-10% yield and are
sourced through the corporate relationships of the Group
and MFS, and other third party commercial property
vendors. The core plus property acquisition pipeline is also
currently under review of c. $140 million;

Sector diversification: portfolio to encompass a range
of asset classes including retail, commercial, industrial
and pubs; and

Geographic diversification: focus on all mainland states of
Australia and New Zealand. The Trust may invest in assets
outside of Australia and New Zealand, however this is not
anticipated to occur over the short to medium term.

MFS DIVERSIFIED GROUP PROSPECTUS AND PRODUCT DISCLOSURE STATEMENT

4.3 PORTFOLIO DIVERSIFICATION

The Trust's property portfolio is highly diversified by sector,
geographic location, and tenant composition.

PORTFOLIO SECTOR DIVERSIFICATION BY VALUE

AS AT 31 DECEMBER 2006'

Pubs 6%

Commercial 20% Retail 43%

Industrial 31%

PORTFOLIO GEOGRAPHIC DIVERSIFICATION BY VALUE

AS AT 31 DECEMBER 2006’

Victoria 6%

New Zealand 9%
Queensland 55%

New South
Wales 30%

1.Excludes the Village Life portfolio which is under unconditional contract
to be sold.



4.4

PORTFOLIO LEASE EXPIRY PROFILE BY INCOME

The following chart sets out the lease expiry profile of the investment property portfolio at 31 March 2007:

LEASE EXPIRY PROFILE (BY INCOME)

AS AT 31 DECEMBER 2006’
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1.Excludes the Village Life portfolio which is under unconditional contract to be sold.

4.5 TENANT RETENTION AND REPLACEMENT

The Trust has an established track record of tenancy renewal.

Systematic monitoring of tenant retention is part of the active
property and asset management philosophy employed by the
Trust. The Trust’s strategy is to begin negotiations with
tenants 18 months prior to lease expiry. In the 2006 calendar
year, there were a total of 11 lease expiries amounting to
1,859 square metres. Each of these leases was renewed.
Greater than 90% of expiries in the forecast year ending

30 June 2008 are also expected to be renewed based on
current discussions.

The Financial Forecasts have generally assumed 3-month
letting up periods, and 3-month rent free incentives for lease
expiries occurring during the Forecast Period. Where the
Financial Forecasts do not assume a 3-month letting up
period, management has reason to believe renewal will be
immediate. For the forecast year ending 30 June 2008 the
letting up period is a weighted average of 2.5 months (by
income) and the rent free incentive is a weighted average
of 2.8 months (by income). Given current negotiations and
discussions with tenants, management views the letting up
assumptions in the Financial Forecasts to be conservative.
More detailed information relating to these assumptions
are provided in Section 8.

4.6 PORTFOLIO UNDER/OVER RENTING

The Trust portfolio is currently let at an estimated 0.1%
discount to the average Trust portfolio market rent, as

assessed by independent valuation as at 31 December 2006.

Accordingly, minimal reversionary risk is anticipated, on
average, upon tenant expiry over the Forecast Period.
Moreland Road, Brunswick, which was purpose-built for
Centrelink, is the most over rented property in the portfolio
and is subject to lease renewal in August 2007. Numbers
95 and 117 Mina Parade have been earmarked for an
integrated housing development by the Company, and
therefore the Trust is not pursuing long-term commitments
for these properties.

Of the leases expiring in the forecast year ending 30 June
2008, 38% are fixed (weighed average of 2.6% increase),
32% are linked to CPl and 30% are linked to market.
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MFS
DIVERSIFIED
TRUST

PROPERTY

Retail

1915 Gympie Road, Carseldine, QLD?

Waterford Plaza, 9/7 Kingston Road, Waterford, QLD
Caltex Portfolio, QLD?

798 Woodbville Road, Villawood, NSW

4 Blaxland Road, Campbelltown, NSW

177 Osborne Road, Mitchelton, NSW

1 Woolgar Road, Gympie (development land), QLD
Belgrave Street, Kempsey (development land), NSW
Cnr Currie and Maud Streets, Nambour, QLD

681 Deception Bay Road, Deception Bay, QLD
Subtotal/weighted average

Commercial

Q&V Building, 203 Queen Street, Auckland, NZ

Optus Centre, 318 Brunswick Street,
Fortitude Valley, QLD

Centrelink, 172 Moreland Road, Brunswick, VIC
7 Baroona Road, Milton, QLD

13 Nerang Street, Southport, QLD
Subtotal/weighted average

Industrial

219 North Rocks Road, North Rocks, NSW
95 Mina Parade, Alderley, QLD’

117 Mina Parade, Alderley, QLD’

Yatala, 63 Burnside Road, Stapylton, QLD
125 Station Road, Seven Hills, NSW

25 Loyalty Road, North Rocks, NSW

30 Tullamarine Park Drive, Tullamarine, VIC
152 Gilba Road, Girraween, NSW
Subtotal/weighted average

Pubs

The Shamrock Hotel & Motel, Mackay, QLD
Hermit Park Hotel, Townsville, QLD
Subtotal/weighted average
Total/weighted average

1.Weighted average lease expiry, as at 31 March 2007.

GROUP'S INTEREST
(%)

100
100
100
100
100
100
100
100
100
100

100
100

100
100
100

100
100
100
100
100
100
100
100

100
100

100

AS AT
VALUATION
($ MILLIONS)

39.5
24.2
19.9
17.0
14.0
7.0
6.9¢
6.5
4.8
4.7
144.5

29.2
18.5

10.5
6.5
2.9

67.6

34.1
6.1
11.0
21.0
10.3
9.4
8.1
3.7
103.7

15.7
6.1
21.8
337.6°

2.Gympie Road, Carseldine includes the Homemakers Centre and Clive Anthony’s Electrical Superstore.

3.Caltex portfolio comprises three separate properties.
4.Development land. No valuation, recorded at cost.

5.Estimated on completion capitalisation rates and initial yields.

6.Development land. No valuation, recorded at cost.
7.Proposed residential developments.

ON COMPLETION
VALUATION
($ MILLIONS)

B9
24.7
19.9
17.0
14.0
7.0
22.0
23.6
4.8
11.0
183.5

29.2
18.5

10.5
6.5
2.9

67.6

34.1
Residential
Residential

48.0

TBD

9.4
8.1
3.7

15.7
6.1
21.8

VALUATION
DATE

Dec 2006
Dec 2006
Oct 2006
Dec 2006
Dec 2006
Jul 2006

n/a

n/a
Dec 2006
Jan 2007

Dec 2006
Oct 2006

Dec 2006
Dec 2006
Dec 2006

Aug 2006
Dec 2006
Dec 2006
Dec 2006
Dec 2006
Dec 2006
Dec 2006
Dec 2006

Nov 2006
Dec 2006

8.This may not reconcile to the 31 December 2006 financial statements as this table includes acquisitions and disposals that have occurred since 31 December 2006,
excludes the Village Life portfolio (which is under unconditional contract to be sold), and includes investment properties accounted for as non-current assets held

for sale and as property, plant and equipment.

MFS DIVERSIFIED GROUP PROSPECTUS AND PRODUCT DISCLOSURE STATEMENT



GROSS PASSING

NET LETTABLE WALE! OCCUPANCY CAPITALISATION YIELD (%) OVER/(UNDER)
AREA (M?) [YEARS) RATE (%) RATE (%) AS AT VALUATION RENTING (%)
14,591 4.3 100 7.0 7.2 -
5,614 6.6 98 7.0 6.9 -
1,553 8.6 100 8.0 8.0 -
8,785 3.2 100 7.3 7.2 (4.0)
7,461 5.6 98 8.0 8.1 -
2,861 3.5 66 8.3 53 -
n/a n/a n/a 7.3° n/a -
n/a n/a n/a 7.5 n/a -
2,313 1.4 68 9.0 6.4 -
808 3.0 100 8.5 8.7 -
43,986 5.2 96 7.5 7.3 (0.5)
8,808 5.1 100 7.8 7.1 (10.0)
3,921 46 100 8.3 9.6 -
4,200 0.7 100 7.8 11.7 18.7
1,836 33 100 7.5 6.5 (11.8)
800 0.4 100 7.5 7.4 (7.1)
19,565 3.8 100 7.9 8.5 (2.9)
14,747 7.6 100 8.3 8.6 3.4
5,856 1.7 100 7.8 7.5 n/a
15,305 0.5 100 8.8 11.9 n/a
31,025 2.0 100 8.5 8.8 (2.8)
10,464 1.5 100 8.3 8.5 2.1
8,074 1.2 100 8.3 9.1 10.0
10,164 1.5 100 7.5 8.4 -
3,992 2.4 100 8.5 8.8 5.0
99,627 2.7 100 8.3 9.0 2.2
11,395 19.8 100 8.0 8.0 -
1,631 19.6 100 8.3 8.3 -
13,026 19.7 100 8.1 8.1 -
176,204 5.1 98 7.8 8.1 (0.1)
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4.7 INVESTMENT

PROPERTIES

The following tables
summarise the details of
selected investment
properties held by the Trust
in the retail, commercial,
industrial and pub sectors.

OWNERSHIP

OWNERSHIP (%)
TITLE

DATE ACQUIRED
PROPERTY DESCRIPTION

VALUATION

VALUATION ($M)

VALUER

VALUATION PER SQM OF NLA ($)
VALUATION DATE

BOOK VALUE ($M)

FY07 BUILDING CAPEX ($M)
CAPITALISATION RATE (%)
DISCOUNT RATE (%)

IRR (%)

PROPERTY

on
o~
~

NET LETTABLE AREA (M?)
CAR PARKS
BUILDING COMPLETION DATE

TENANCY

“‘

NET INCOME ($M) 06
OCCUPANCY (%)
MAJOR TENANTS
WALE (YEARS)

DEVELOPMENT

LEASING

RETAIL

CARSELDINE
1915 Gympie Road
Carseldine,

QLD

100
Lot 2in SP 138366
Freehold Title 50510367

March 2004 and September 2006

Carseldine Homemaker Centre is a modern
single level Homemaker Centre located in
the outer Brisbane suburb of Bald Hills,
approximately 15km north of the

Brisbane CBD.

31 December 2006
39.2

7.0

9.0

9.0

14,591
657
December 2002

2.8
100
The Good Guys, Crazy Clark’s, Clive Anthony
43

n/a

Well-located property which has been
consistently fully leased. Recent
assignments to a new pet store and outdoor
living store have improved the tenant mix.
Major tenancies include Clive Anthony’s
Electrical Superstore secured to 2014, with
2 x 6-year options, the Good Guys secured
to 2013 with a 5-year option, Crazy Clark’s
secured through 2009 with 2 x 7-year
options, and Curtain Wonderland secured
through 2012 with a 5-year option.

MFS DIVERSIFIED GROUP PROSPECTUS AND PRODUCT DISCLOSURE STATEMENT

WATERFORD PLAZA
917 Kingston Road,
Waterford,

QLD

100
RP 852102 Title Ref 18557137

November 2003

Waterford Plaza is a single level, semi-
enclosed neighbourhood shopping centre
located approximately 27km south-east
of Brisbane, consisting of a Coles and

34 specialty tenants.

CBRE

4,311

31 December 2006
23.3

9.0 refurbishment
7.0

9.0

9.0

324
1988

98
Coles
6.6

Development approval was granted to
expand the formerly Bi-Lo supermarket to
2,532m?. These works were completed in
April 2007. Bi-Lo was re-badged as Coles on
anew 15-year lease with 2 x 10-year options.

The development agreement provided a
rental guarantee for 3,225m? over nine
sites (53% of the redeveloped NLA). 5- to
7-year terms for the specialty stores and
15 years for Coles. Of this, 3,150m?

has been leased at or above the
guaranteed rental rate and term.

Bi-Lo was re-launched as Coles in
April 2007.

CALTEX PORTFOLIO
Goondiwindi/Emerald/Stanthorpe,
QLD

100

Lot 41 on SP 122798 Ref 50276551;
Lot 1 on SP 178411 Ref 50540317;
Lot 2 on RP 861194 Ref 18718054
January 2007

Highway service centres and truck stops
located in Goondiwindi, Stanthorpe and
Emerald, completed in April 2000, late 2002
and January 2005 respectively.

Caltex has 10-year leases expiring in
November 2015 with 4 x 5-year options
over each site. At the Stanthorpe site,
McDonalds has secured a 10-year lease
with 4 x 5-year options.



798 WOODVILLE ROAD
Villawood,
NSW

I
100

Lot 2 on DP 877672,

Title Ref 2/877672

April 2004

The property is a single storey, single
tenant bulky goods centre housing
Bunnings Warehouse as the tenant.

CBRE

1,935

31 December 2006
17.0

7.3

9.3

8.8

I
8,785

250

1998

I
1.2
100

Bunnings Warehouse
32

|
n/a

Bunnings Warehouse is secured through
2010 with 3 x 5-year options. A mid-term
market review was recently completed and
resulted in the maximum rent increase
allowed under the lease of 5% being
achieved. The tenant has requested that
the lease be renegotiated for a 10-year
extension of term commencing 2010.

RETAIL

4 BLAXLAND ROAD
Campbelltown,
NSW

100
Lot 29 on DP 851438,
Title Ref 29/851438

April 2004

The property is a single level bulky goods
centre in the growing area of
Campbelltown. The property’s major tenant
is Domayne with an additional 5 retail
tenants and a restaurant.

The anchor tenant Domayne (61%), is
secured through 2013 plus 2 x 5-year
options. Ray’s Outdoors (16%) recently
leased a shop for a 7-year term. Rimyear
(5%) has recently renewed its lease for
5years at an above market rent.

177 OSBORNE ROAD
Mitchelton,
QLD

100
Lot 200 on SP 138883,
Title Ref 50342793

March 2004

Mitchelton Homemaker Centre is a small
modern homemaker-style centre,
consisting of seven retail tenants, anchored
by A-Mart Allsports and Pillow Talk.
Mitchelton Homemaker Centre is located
approximately 11km north of Brisbane on
Osborne Road, immediately adjacent to
Brookside Shopping Centre, a sub-regional
shopping centre.

6.9

8.3

9.5

9.5
I
2,861

120

2001
I
0.01

66
Pillow Talk, A-Mart All Sports
3.5

|
n/a

A-Mart All Sports (23%) recently exercised
a 5-year option, with a 5% rental increase
at option and 3% rental reviews thereafter.
Pillow Talk (26%) is secured through 2010
with a 5-year option. This centre occupies
a good location next door to a major
regional shopping centre which has a high
customer traffic flow.

Land acquired July 2006

Greenfield retail development site.
Currently completing feasibility.

22.0 on completion
n/a

n/a

n/a

7.0 (land value)

0.0

7.3

n/a

n/a

n/a
n/a
n/a

n/a
n/a
Woolworths
n/a

Development approval granted with minor
amendments required.

Advanced stages of lease negotiation with
Woolworths.
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OWNERSHIP

OWNERSHIP (%)
TITLE

DATE ACQUIRED
PROPERTY DESCRIPTION

VALUATION

VALUATION ($M)

VALUER

VALUATION PER SQM OF NLA ($)
VALUATION DATE

BOOK VALUE ($M)

FY07 BUILDING CAPEX ($M)
CAPITALISATION RATE (%)
DISCOUNT RATE (%)

IRR (%)

PROPERTY
NET LETTABLE AREA (M?)

CAR PARKS
BUILDING COMPLETION DATE

TENANCY
NET INCOME ($M) 06
OCCUPANCY (%)

MAJOR TENANTS
WALE (YEARS)

DEVELOPMENT

LEASING

RETAIL

BELGRAVE STREET
Kempsey,
NSW

100
TBA

Land acquired March 2006

A key development site on the edge of
Kempsey CBD which has been purchased
via call options over three parcels of land.
A development application has been
approved for an enclosed shopping centre,
comprising a Coles, Target and 1,300m?

of specialty stores.

23.6 on completion
n/a

n/a

n/a

6.7 (land value)

September 2008

n/a
n/a
Coles/Target
n/a

A development application has been
approved.

Coles and Target have signed agreements
to lease areas of 3,700m?and 1,200m?
respectively. A project leasing team will be
appointed to lease the remaining 1,300m?
of specialty stores.

30 MFS DIVERSIFIED GROUP PROSPECTUS AND PRODUCT DISCLOSURE STATEMENT

CNR CURRIE AND MAUD STS
Nambour,
QLD

100

Lot 9 on RP 230946,
Title Ref 50226539
November 2003

The property is a two level commercial/
retail building with basement car parking.
The major tenants are Centrelink and the
Australian Electoral Commission.

The property has street frontage to the
main street of Nambour and is located
directly across from Maroochy Shire
Council.

2,075

31 December 2006
4.7

0.1

9.0

n/a

n/a

Centrelink, Australian Electoral Commission
1.4

n/a

Centrelink’s lease (53% of area) is due to
expire in September 2008. Maroochy Shire
Council (22% of area) vacated at the end
of the term (June 2006) - this space is
currently actively being re-leased. A
signed letter of offer from Queensland
Health has been received for this area.

681 DECEPTION BAY ROAD
Deception Bay,
QLD

100
Lot 7 on RP 209274 Title Ref 17056208

March 2007

Bay Markets is a single level
neighbourhood shopping centre located
approximately 30km north of Brisbane CBD
consisting of 7 specialty shops.

6.3

Fruit Barn
3.0

MFT have entered into a development
agreement with RLS Group to redevelop the
centre. Plans are currently being finalised
to increase the centre to approximately
3,000m? with an end value of approximately
$11 million on completion. The expansion
is due for completion in March 2008.

Negotiations are close to finalisation with
the major tenants. Specialty leasing will be
targeting convenience tenants conducive to
a neighbourhood style shopping centre.



COMMERCIAL

Q&V BUILDING
203 Queen Street,
Auckland,

Nz

100

Computer Freehold Register
Identifier 640/2

August 2006

The property is in the heart of the Auckland
CBD and is situated on a prominent corner
on the north-western side of Queen Street
and Victoria Street West. The property has
recently undergone a major refurbishment.

ANZ Banking Group
5.1

n/a

I
The property is fully leased. Numerous
leases are due for mid market reviews from
2007 onwards. Market rental is $350,000
higher than current rental.

OPTUS CENTRE
318 Brunswick Street
Fortitude Valley,

QLD

100

Lot 2 on RP 9590, Lot 1 on RP 9590
Lot 4 on PP 41310, Lot 1 CPSL 3711
January 2007

Five level office and retail building situated
in the heart of Brunswick Street, Fortitude
Valley. The building was refurbished in
1996, bringing it to A Grade standard.

|
18.5 on settlement

Savills

4,718

October 2006

18.5

83

9.5

Optus, CBA, Night Owl
4b

Optus has signed heads of agreement for a
5-year lease plus 2-year option
commencing September 2007.

CENTRELINK
172 Moreland Road
Brunswick,

VIC

100
Title Volume 9682, Folio 811, 1625606

November 2003
A modern two-level office building together

with basement car parking located on busy
Moreland Road, Brunswick.

10.4
0.3
7.8
9.3

Centrelink
0.7

n/a

Centrelink lease due to expire in October
2007 but has a 5-year option to renew.
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OWNERSHIP

OWNERSHIP (%)
TITLE

DATE ACQUIRED
PROPERTY DESCRIPTION

VALUATION

VALUATION ($M)

VALUER

VALUATION PER SQM OF NLA ($)
VALUATION DATE

BOOK VALUE ($M)

FY07 BUILDING CAPEX ($M)
CAPITALISATION RATE (%)
DISCOUNT RATE (%)

IRR (%)

PROPERTY

NET LETTABLE AREA (M?)
CAR PARKS
BUILDING COMPLETION DATE

TENANCY

NET INCOME ($M) 06
OCCUPANCY (%)
MAJOR TENANTS
WALE (YEARS)

DEVELOPMENT

LEASING

COMMERCIAL

100

Lot 1 on RP 191795,
Title Ref 17004128
November 2003

The property is a relatively modern
three-level commercial building with
ground level car parking for approximately
47 vehicles. Located at the busy
intersection of Baroona and Milton Roads
and directly across from the Milton train
station.

6.5

CBRE

3,540

31 December 2006
6.4

0.2

7.5

9.8

9.0

|
1,836

47

n/a

|
0.3

100

Tenix Alliance, Ezi Debit Australia

3.3

|
n/a

Tenix Alliance (22% of area) has a lease
expiring June 2009. Ezi Debit Australia
(22% of area) has a lease expiring October
2010. Average weighted remaining lease
term for the various tenancies within the
complex is 3.3 years.

MFS DIVERSIFIED GROUP PROSPECTUS AND PRODUCT DISCLOSURE STATEMENT

100

Lot 2 on RP 59362,

Title Ref 50265917

July 2004

The property is an older-style two-level
commercial building which was extensively
renovated in 1999. The building presents a
heritage-style appearance to the Southport
Mall streetscape.

31 December 2006
2.8

7.5
n/a
n/a

I
800

Original age unknown; building extensively
renovated in 1999.

0.2
100
Veolia Water Australia
0.4

|
n/a

Leased to Veolia Water Australia in August
2006 on a 1-year term with an option to
renew.



INDUSTRIAL

219 NORTH ROCKS ROAD
North Rocks,
NSW

100
Lot 102 on DP 882827

November 2006

The property is located within the
established industrial precinct of North
Rocks and comprises eight buildings
providing office and warehouse
accommodation. The site has a surplus
land component and has existing approval
for an industrial land subdivision.

34.1 (inclusive of $15m in surplus land)
Savills

2,312

24 August 2006

34.1

83

9.3

9.3

o
=}
a
o~

14,747
n/a
Various dates over the last 40 years

Sk
-"‘

Unilever
7.6

Registration of seven sub-lots to be lodged
with Council for further industrial
development of vacant land.

100% leased to Unilever with a weighted
average lease expiry of 6.5 years.

95 MINA PARADE
Alderley,
QLD

100

Lot 1 on SP 102738,
Title Ref 50212461
May 2006

The site is an irregular-shaped allotment
with a southern frontage to Mina Parade
and an eastern frontage on Yarradale St.

6.1

CBRE

1,042

31 December 2006
6.1

0.03

7.8

9.5

9.5

39
n/a

0.4
100
State of Queensland
1.7

This property is situated next door to
117 Mina Parade and is earmarked for
residential development by the Company.

State of Queensland holds 2 x 2-year
options from November 2006. The first
option has been exercised. The expiry term
will run in conjunction with the proposed
residential redevelopment.

117 MINA PARADE

Lot 2 on RP 219397,
Title Ref 17138130
May 2003

The property is an industrial office and
warehouse facility providing approximately
3,500m? of office accommodation and a
warehouse component comprising
11,805m? The property also includes
extensive hardstand and car parking areas.

CBRE

719

31 December 2006
11.0

0.3

8.8

n/a

9.8

15,305
152
n/a

I
1.0
100

Pacific Brands Sport & Leisure
0.5

|
This property is situated next door to

95 Mina Parade and is earmarked for
residential development by the Company.

I
Given redevelopment intentions for an
integrated housing development, the Trust
is not actively re-leasing the space.
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OWNERSHIP

OWNERSHIP (%)
TITLE

DATE ACQUIRED
PROPERTY DESCRIPTION

VALUATION

VALUATION ($M)

VALUER

VALUATION PER SQM OF NLA ($)
VALUATION DATE

BOOK VALUE ($M)

FY07 BUILDING CAPEX ($M)
CAPITALISATION RATE (%)
DISCOUNT RATE (%)

IRR (%)

PROPERTY

w
r=}
]
a
©
o
3
=

NET LETTABLE AREA (M?)
CAR PARKS
BUILDING COMPLETION DATE

TENANCY

NET INCOME ($M) 06
OCCUPANCY (%)
MAJOR TENANTS
WALE (YEARS)

DEVELOPMENT

LEASING

INDUSTRIAL

YATALA

63 Burnside Road
Stapylton,

QLD

100

Lot 4 on RP 839725,
Title Ref 18427027
May 2003

The property is improved with an
assortment of 16 older-style and modern
industrial buildings, providing a total of
approximately 30,634m? lettable area. The
buildings are located over the entire site,
providing a mixture of office and warehouse
accommodation.

31 December 2006
19.0

0.7

8.5

9.8

9.8

n/a
Various

2.0
100
ACI Operations
2.0

This property is earmarked for
development over five stages increasing the
NLA by 53% to 46,594m?.

The primary tenant, ACI| Operations has
a 5-year lease expiring May 2008 with a
5-year option to renew. Average weighted
remaining lease term for the various
tenancies within the complex is 3.3 years.
As at the date of valuation, 1,059m?

was vacant.

MFS DIVERSIFIED GROUP PROSPECTUS AND PRODUCT DISCLOSURE STATEMENT

125 STATION ROAD
Seven Hills,
NSW

100

Lots 6 and 7 in DP 18609
Lot 51 in DP 1000588
May 2006

The property is situated on the eastern
side of Station Road approximately

120 metres south of the intersection with
Abbott Road and the Prospect Highway
at Seven Hills, an established suburb of
north-western Sydney.

10.3

CBRE

984

31 December 2006
10.3

8.3
9.3

9.3
|
10,464

19

19505
|

0.9
100
Coats Australia, Accent at Home Australia
1.5

This property is earmarked for
development of strata title industrial units
in conjunction with the Company.

The two tenants, Coats Australia and
Accent at Home Australia, have lease
terms of 4 years to August 2009 and
7 years to September 2007 with a
3-year option to renew, respectively.

Accent have indicated they will exercise
their option.

25 LOYALTY ROAD
North Rocks,
NSwW

100
Lot 2in DP 551292
Folio 2/551292
May 2006

The subject property comprises a regular
shaped allotment with access provided by
a battle axe access handle of approximately
185 metres in length.

CBRE

1,164

31 December 2006
9.4

0.1

8.3

9.0

9.5

87
1980s

0.9
100
Alsynite Roofing
1.2

3
=
)

The property is leased to a single tenant
through April 2008, with a market review
due May 2007. The current tenant has
occupied the current space for over

10 years and has advised it has no intention
to relocate.



INDUSTRIAL

30 TULLAMARINE PARK DRIVE
Tullamarine,
VIC

100

Title Volume 9706 Folio 463 being
Lot 99 on SP 203879J

November 2003

The property is an early 1990s two-storey
office and associated warehouse, which has
two rows of columns and loading docks to
the Tullamarine Park Road frontage.

10,164
Extensive hardstands and parking
1990s

0.7
100
TEAC Australia

‘ &

n/a

The property is leased to TEAC Australia for
another 20 months. Re-leasing
negotiations will begin 12-18 months out.

152 GILBA ROAD

Girraween,
NSW

100
Lot 663 in DP 9157

May 2006

The property comprises a rectangular-
shaped allotment which features a gentle
cross fall from the eastern side boundary
to the western side boundary. The site was
partially excavated to provide a level
building pad on which the factory building
is positioned.

Tyre Marketers Australia
2.4

n/a

|
The tenant has occupied the building since
construction. The tenant holds a 5-year
option at lease end.
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OWNERSHIP

OWNERSHIP (%)
TITLE

DATE ACQUIRED
PROPERTY DESCRIPTION

VALUATION

VALUATION ($M)

VALUER

VALUATION PER SQM OF NLA ($)
VALUATION DATE

BOOK VALUE ($M)

FY07 BUILDING CAPEX ($M)
CAPITALISATION RATE (%)
DISCOUNT RATE (%)

IRR (%)

PROPERTY

NET LETTABLE AREA (M?)
CAR PARKS
BUILDING COMPLETION DATE

TENANCY

b )
= o~
©

NET INCOME ($M) 06
OCCUPANCY (%)
MAJOR TENANTS
WALE (YEARS)

DEVELOPMENT

LEASING

PUBS

SHAMROCK HOTEL
(including Star Motel) and Shamrock
Gardens Motel — Mackay,

QLD

100
Lot 20 on SP 133130;
Lot 21 on SP 133131

November 2006

Located on busy Nebo Road, Mackay. The
occupancy of the motel is near 100%. The
hotel was purchased for $10.7 million and
the motel was purchased for $5.0 million.

15.7

JLL

1,378
November 2006
15.7

8.0

n/a

n/a

11,395
60
1950s

13

= 2=
& > Z3

o o
=] -z
=~ ~0

gl g
‘ "“ o~ ®

Leased to NLG in November 2006 for a
20-year period with 3 x 10-year options.
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HERMIT PARK HOTEL
Townsville,
QLD

100

Lot 1 on RP 703403;
Lot 181 on RP 703399;
Lot 182 on RP 703399
September 2006

The hotel occupies a prominent corner
location on Charters Towers Road, Hermit
Park, approximately 2km South West of
Townsville CBD.

The two storey brick hotel comprises a
public bar, lounge bar/gaming lounge,
drive through bottle shop, TAB, 80 seat
covered bistro and 11 accommodation
rooms.

6.1

JLL

3,740
June 2006
6.1

8.3

n/a

n/a

1,631
50

100

Leased to NLG in November 2006 for a
20-year period with 3 x 10-year options.
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MFS DIVERSIFIED LIMITED

5.1 OVERVIEW AND BACKGROUND

The Company was established in February 2006 to undertake
the active business operations of the Group. In October 2006,
the Company acquired Villa World, a national developer of
residential communities. The activities of the Company now
primarily represent the activities of Villa World.

Villa World commenced operations in south east Queensland
in 1986 and was listed on ASX in 1987. Villa World has become
one of Australia’s leading developers of homes, land and
apartments and has expanded into New South Wales

and Victoria.

The Group’s current strategy is to grow the core residential
communities development business within Australian
mainland states and to expand its business operations into:

- commercial development (office, retail and industrial),
including development of assets for the Trust and
development for sale to third parties; and

- asset and capital management, in particular the
establishment and management of residential
development syndicates.

The expansion of the communities development division into
commercial development activities and the establishment

of the asset and capital management division provides the
Group with an opportunity to grow and provide investors
with greater earnings diversification. The Group has recently
employed a Commercial Development Manager and General
Manager to manage the growth of these new business
initiatives. No earnings contribution from these businesses
has been included in the Financial Forecasts.

The historical and forecast sales revenue of Villa World and
the Company is illustrated below:

Forecast financial performance

Growth in Company sales is forecast to continue with
development sales revenue of approximately $291 million for
the year ending 30 June 2008 (compared to $198 million and
$197 million for Villa World for the 12 months ended 30 June
2007 and 2006 respectively). This growth is expected to be
driven by the Company’s larger land bank and development
schedule over the next 18 months.

The Company’s profitability is also expected to grow as
development volumes increase, with forecast EBITDA
of $46.6 million for the year ending 30 June 2008 and
$20.7 million for the year ending 30 June 2007.

Despite rising land costs placing continued pressure on
margins, profitability is expected to be driven by higher sales
volumes compared to previous financial years. Importantly,
the Financial Forecasts do not assume an increase in margins
to those achieved over recent years.

5.2 LAND BANK

Over the last three years, the Company has consistently
added to its development pipeline, primarily in south east
Queensland and Melbourne. These regions are expected to
provide the residential development business with the best
growth prospects in the foreseeable future. Since June 2003,
the Company has lifted its development pipeline from
approximately 1,700 lots to approximately 6,500 lots today.

The Company has a number of other acquisition prospects
under negotiation which are expected to add to the
development pipeline.

The historical land bank of the Company is shown below:

COMPANY SALES REVENUE HISTORICAL LAND BANK
($ MILLIONS)
350 — 7,000 — 6,489
300 — 6,000
250 5,000
200 4,000
150 3,000
100 2,000
50 1,000
0 0
2002 2003 2004 2005 2006 2007F 2008F 2002 2003 2004 2005 2006 March07
M Owned lots Group share of JV lots
Notes: Notes:

1. Years ended 30 June.

2. Villa World was consolidated on 1 October 2006. The data used
pre 1 October 2006 in this chart relates to Villa World prior to it being
acquired by the Group.
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1. As at June 30, except for March 2007. March 2007 adjusted to include
four new projects.

2. Villa World was consolidated on 1 October 2006. The data used
pre 1 October 2006 in this chart relates to Villa World prior to it being
acquired by the Group.



5.3 COMMUNITIES DEVELOPMENT

The communities development division comprises residential
communities and commercial communities development.

Residential communities development

The communities development division primarily comprises
the activities of the former Villa World business. The division
has a 20-year history as a residential developer and builder
primarily in the south east Queensland, Sydney and Melbourne
markets, having settled more than 11,500 developed lots,
house and land packages and townhouses since 1994.

The residential communities development division had a land
bank of 6,489 lots at 31 March 2007 (adjusted to include 243
lots over four projects currently in the final processes of
acquisition), approximately six years land supply, with an
estimated gross remaining development value of
approximately $1.5 billion comprising:

- 4,216 land subdivision lots ($682 million);
- 1,825 land and housing lots ($654 million); and
- 448 integrated housing lots ($165 million).

The residential communities development division’s earnings
are highly diversified, with 21 projects forecast to contribute
to profit in the year ending 30 June 2007 and 26 projects
forecast to contribute to profit in the year ending 30 June
2008, with no one project contributing more than 11% of
divisional earnings in the year ending 30 June 2008.

As at 31 March 2007, 93% of forecast land lot sales for the
year ending 30 June 2007 were settled or sold and 85% of
house and land lots were settled or sold.

An average of 28 lot sales per month are required to meet the
forecast sales for the year ending 30 June 2007. Currently an
average of 50-60 lots per month are being sold.

There is a substantial increase in forecast settlements from
the year ending 30 June 2007 to 30 June 2008 due to a growth
in the development pipeline and expansion into Victoria.

The Company’s land bank geographic and product
diversification is set out in the charts below:

LAND BANK GEOGRAPHIC DIVERSIFICATION
BY LOT NUMBER

AS AT 31 DECEMBER 2006

Victoria 52%

Queensland 44%

New South Wales 4%

LAND BANK PRODUCT TYPE DIVERSIFICATION
BY LOT NUMBER

AS AT 31 DECEMBER 2006

Integrated housing 7%

House and land 29%

Land 64%

Target market and product range of residential
communities development division

The primary target market of the communities development
division is affordable homes, generally servicing second and
subsequent home buyers. Housing product is predominantly
focused toward owner occupiers. The division does not
operate as a contract project home builder, rather it produces
the majority of its products as high volume, speculatively
built, house and land packages. In addition, the division has
developed a number of land only projects where lots are sold
directly to the retail market as well as integrated housing
(group title) projects in south east Queensland, Sydney and
Melbourne, which have generally been in niche locations
close to public transport, schools, shops and other services.

The division produces a range of homes of different styles,
sizes and finishes. The appropriate product type and size
for a particular project is determined based on the
demographics of the particular area and specific
characteristics of the individual projects. Homes are
predominantly four bedroom, two bathroom, double garage
brick veneer construction with the majority containing an
integrated outdoor entertaining area. Target margins are
16-20% profit on all product lines.

Homes have historically been marketed under the Villa World
brand. The Company is now in the process of developing

a range of brands so as to better target specific consumer
markets. The Company has recently developed the Moda
brand which will be positioned towards the premium end of
the market. The Villa World brand is to be retained for
projects that are focused on value and location.

Over the last six years, the division has focused its activities
in south east Queensland, Sydney and Melbourne as these
locations have provided significant exposure to the affordable
housing market. As a consequence, the Company has
focused its acquisition strategy in these geographic locations.
Over the last three years, the Company has significantly
increased its development pipeline from around 1,700 lots

to approximately 6,500 lots today. The Company is now also
targeting other geographic markets throughout the eastern
Australian states and has a number of potential acquisitions
currently under negotiation.
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Commercial communities development

In addition to its residential development capability, the
communities development division is also increasing its
expertise in commercial developments. The communities
development division has been appropriately structured and
resourced to enable it to realise this strategy, including
recently securing additional personnel with specialist skills
in these markets.

To date, this division has built and is preparing to build a
variety of aged care facilities including a four storey centre
and a range of integrated housing projects. The expertise
within the team includes development and project
management skills across significant retail, industrial and
commercial projects with construction expertise to provide a
complete delivery package. This skill set is expected to induce
growth across a wider spectrum of projects.

The Company has the ability to enhance and add value to

the Trust’s investment portfolio, as well as develop projects
that may or may not be acquisition opportunities for the
Trust. For example, the Company is currently acting in a
development management role to deliver a completed
shopping centre on the land at Gympie. It is also acting as a
project manager for the delivery of the Kempsey Shopping
Centre and for the additional industrial sheds at the Stapylton
and North Rocks sites.

The communities development division is also currently
investigating a number of sites with approval for medium
rise residential buildings. These range in height from 3 to
10 storeys and in size from 27 units to 320 units. It is also
managing the design for a neighbourhood shopping centre
which, once complete, may be offered to the Trust. These
examples highlight the flexibility of the division toward a wide
range of projects. Although two projects are currently
underway and preliminary feasibility studies are being
completed for a further six, no earnings have been assumed
over the forecast period for this business.

MFS DIVERSIFIED GROUP PROSPECTUS AND PRODUCT DISCLOSURE STATEMENT

5.4  ASSET AND CAPITAL MANAGEMENT

The new asset and capital management division has been
established to enhance the Group’s capital efficiency and
return on equity, through accessing third party capital to fund
a growing proportion of the Group’s residential development
activities, and to hold the Group’s strategic listed and
unlisted investments.

The division is expected to generate earnings from the
management of residential development funds through
project management fees and performance fees if the fund
delivers returns above a specified hurdle rate. It is important
to note that the Financial Forecasts do not assume any income
is generated from this new business over the forecast period.

These development funds are anticipated to be generally
short term in nature ranging from two to five years, consistent
with the existing project durations, but may be longer in
certain circumstances. The funds are likely to encompass
both land and housing and solely land developments.

The products will be distributed through MFS’s extensive
retail distribution network. MFS will receive fees at
commercial arm’s length rates for distributing these funds
within its retail distribution network. The Company has made
an undertaking to MFS that it will engage MFS to undertake
the provision of such distribution services for a period of

two years.

The asset and capital management division is also expected
to earn income and potentially capital profits from strategic
listed and unlisted investments. In the case of strategic
investments held by the Trust, the division holds:

- a$4.8 million investment in Mirage Resorts Investment
Trust;

- a4.7% interest in National Leisure and Gaming Limited
(NLGJ; and

4 million options to subscribe for ordinary shares in NLG.
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5.5 DEVELOPMENT PROJECT SUMMARY

PROJECT NAME

Land

Aspect

Epping Road

Cornell's Hill

Clyde North'

Ashley Park - Residential'
Ashley Park - Commercial'
Walana Crescent

Longhill Road’

Subtotal

House and land

North Park

The Sanctuary
Knightsbridge

Bellbrook

Hastings

Pebble Beach

Freshwater

The Reserve

Koala Beach

Couture

Jacobs Ridge

Mount Cotton Village - Residential

Mount Cotton Village - Commercial'

Mariner’'s Cove'

Hervey Bay House'

St Vincents Rd'

Algester Road'

Goldmine Drive'
Promenade’

Other completed projects
Subtotal

Integrated housing
THIS

Varsity Lakes

Caprice

Symphony

Fraser Drive

Subtotal

Total (wholly owned projects)
Joint ventures
Augustus

Eynesbury - Residential
Eynesbury - Commercial
Subtotal?

Total (all categories)

1. Acquired during FY07.

LOCATION

Mudgeeraba, Gold Coast, QLD
Epping Road, Wollert, VIC
Doreen, Melbourne, VIC
Melbourne, VIC

Doreen, Melbourne, VIC
Doreen, Melbourne, VIC

Mona Vale, NSW

Gilston, Gold Coast, QLD

Carseldine, Brishane, QLD
Redland Bay, Brisbane, QLD
Parkinson, Brisbane, QLD
Bellmere, Caboolture, QLD
Kallangur, Pine Rivers, QLD
Sandstone Point, Caboolture, QLD
Berrinba, Logan, QLD
Oxenford, Gold Coast, QLD
Pottsville, Tweed Coast, NSW
Banyo, Brisbane, QLD
Ormeau, Gold Coast, QLD
Mount Cotton, Brisbane, QLD
Mount Cotton, Brisbane, QLD
Hervey Bay, QLD

Hervey Bay, QLD

Nudgee, Brisbane, QLD
Parkinson, Gold Coast, QLD
Ormeall, Gold Coast, QLD
Doreen, Melbourne, VIC

Burleigh Waters, Gold Coast, QLD
Varsity Lakes, Gold Coast, QLD
Peregian Springs, Noosa, QLD
Wakerley, Brisbane, QLD

Tweed Heads, NSW

Hervey Bay, QLD (75%)
Melton, Melbourne, VIC (50%)
Melton, Melbourne, VIC (50%)

2. Lot numbers and values relate to Group proportion only.
3. Includes 243 lots over four projects acquired post 31 March 2007.
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ACQUISITION STATUS

Ccu
cu
cu
CU
Ccu

UN

ninnnnununununnnnlinln

clc(CcC|o|o
ZlZzlZ2|C|C

Oninlunlnv

DEVELOPMENT
STATUS

PPA
PPA
PPA
co
co
PPA
co

CC
CcC
CcC
CcC
CcC
CcC
CC
CC
CcC
CC
PC
PC
CcC
PC
PC
CcOo
COo
CcOo

PC
cc
PPA
PC
PPA

CcC
PC
CO

PROPERTY
SETTLEMENT
DATE

Oct 04
Feb 08
Jan 08
Jan 07
Jan 09
Jan 09
Nov 02

N/A

Aug 03
Sep 05
Nov 04
Feb 05
Feb 04
Mar 06
Aug 03
Jan 03
Jan 06
Aug 06
Jan 06
Sep 06
Sep 06
Nov 06
Mar 07
Jul 07
N/A
N/A
N/A

Sep 05
Jun 06
Jun 06
Mar 06
Aug 07

Jan 06
Jan 04
Jan 04



KEY

ACQUISITION STATUS

DEVELOPMENT STATUS

cc

Contract conditional

C Completed

Cu

Contract unconditional

CC Construction commenced

S

Settled

CO Considering

UN Under negotiation PPAPursuing Planning Approval
PC Pre-construction
GROSS
REMAINING

ESTIMATED LOTS AVERAGE DEVELOPMENT FORECAST FORECAST LOTS
PROJECT PERIOD REMAINING SALE PRICE VALUE SETTLEMENTS SETTLEMENTS REMAINING
[YEARS) TOTALLOTS ~ AS AT 31 MAR 07 ($000S) ($ MILLIONS) FY07 FY08 FY08
2.7 134 36 209 7.5 134 - -
3.1 147 147 168 24.7 - - 147
2.9 195 195 167 32.6 - 18 177
6.8 911 911 183 166.7 - 132 779
6.7 654 654 153 100.0 - - 654
4.8 2 2 S8 6.8 - - 2
6.0 63 63 552 34.8 - 42 21
2.5 157 157 245 38.6 - 63 94
2,263 2,165 411.7 134 255 1,874
33 166 - 386 12.7 88 - -
1.7 60 37 384 14.2 60 - -
3.1 212 60 351 21.1 93 18 -
8.3 322 298 311 92.7 12 48 241
4.2 70 70 300 21.0 14 56 -
1.8 98 bb 320 20.5 61 37 -
7.9 321 321 302 97.0 10 84 227
4.9 212 61 375 22.9 60 32 -

1.7 53 41 B 15.4 34 19
1.9 101 96 383 36.8 40 58 3
2.5 bb bb 370 23.7 14 48 2
9.7 535 30 391 209.2 - 48 487
3.0 1 1 2,000 2.0 - - 1
1.2 18 18 350 6.3 4 14 -
0.8 19 19 340 6.5 - 19 -
1.4 54 54 385 20.8 - 32 22
0.6 29 29 365 7.3 - 29 -
0.8 37 37 326 9.5 - 20 17
1.2 20 20 375 13.9 - 20 -
_ _ _ _ _ 27 _ _
2,392 1,825 653.7 462 582 1,000
3.8 110 110 390 42.9 - 40 70
1.8 27 27 380 10.3 6 21 -
4.0 89 89 408 36.3 - 14 75
2.5 75 75 360 27.0 - 67 8
3.4 147 147 3B 48.9 - - 147
448 448 165.4 6 142 300
5,103 4,438 1,230.6 602 979 3,174
8.3 600 600 140 84.0 27 53 540
19.8 1,450 1,450 125 181.3 - 66 1,384
10.0 1 1 5,000 5.0 - - 1
2,051 2,051 270.3 27 119 1,905
7,154 6,489° 1,500.9 629 1,098 5,079
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5.6 DEVELOPMENT
PROJECTS

The following tables
summarise the details
of selected development
projects.

PROJECT

ADDRESS

LAND

ASPECT

The estate comprises 134 vacant residential
land lots ranging in size from 769m? to
2,188m?2

The estate is within a 6km range of the
Robina Town Centre, Mudgeeraba Town
Centre and both state and private schools.

Tolga Road, Bonogin (Mudgeeraba), QLD

CORNELLS HILL

[picture is indicative only)
|

Located approximately 28km from
Melbourne CBD.

The estate will comprise 195 vacant
residential land lots ranging in size from
470m? to 2,000m?.

Corner Cookes & Yan Yean Roads,
Doreen, VIC

CLYDE NORTH

[picture is indicative only)

Clyde North is located within the growth
area surrounding the eastern Melbourne
suburbs of Berwick and Cranbourne.

The estate will eventually comprise 911
vacant residential land lots and will
incorporate extensive parks and
wetland systems.

545 Berwick-Cranbourne Road,
Clyde North, VIC

DATE ACQUIRED October 2004 Contract unconditional in January 2006; January 2007
Expected settlement date of January 2008
PROJECT DURATION 2 months remaining 2.9 years 6.8 years

PLANNING STATUS

Civil construction is nearing completion in
the final stages of the estate. Stages 1, 3
and 6 have sold out. Limited lots remain in
Stages 4 and 5. Remaining lots are
continuing to be marketed.

Development plan has been lodged and
approval is anticipated in May 2007.
Planning permit approval is expected in
June 2007. Civil construction is expected
to start in October 2007.

Current permit allows for the development
of 623 lots. Rezoning and a development
permit is required to develop the remaining
third of the site with approximately 288
additional lots.

PRODUCT TYPE

LOTS SOLD

SETTLEMENTS REMAINING AT

31 MARCH 2007

SALES REMAINING AT 31 MARCH 2007
GROSS REALISATION

Land only
126

36
8
$28 million

Land only

195
195
$33 million

Land only

911
911
$167 million

MFS DIVERSIFIED GROUP PROSPECTUS AND PRODUCT DISCLOSURE STATEMENT



MFS Diversified Group

MFS Diversified Group Stapled Securities
Taxation Opinion

8 May 2007

Australian tax position of MFS Diversified Trust

The following comments apply equally to the Trust and its wholly-owned sub-trusts.

The Trust is a resident of Australia for the purposes of Australian income tax. Division 6 of
Part I11 ITAA 1936 applies to tax income of a trust unless the corporate unit trust provisions
(Division 6B ITAA 1936) or public unit trust provisions (Division 6C ITAA 1936) apply. We
consider that neither Division 6B nor Division 6C will apply to the Trust.

An investment trust such as the Trust is not taxed on its income where unitholders are presently
entitled to the income of the Trust. Where unitholders are presently entitled to the income of the
Trust, the taxable income flows to unitholders in proportion to their unitholding in the trust.

If the Trust disposes of an asset it holds, any capital gain arising on the disposal will be included
in the calculation of the Trust’s net capital gain. The net capital gain will be distributed to
investors as part of the investor’s share of the Trust’s taxable income for the relevant income
year.

Where assets disposed of are owned for a period greater than 12 months, the capital gain
derived by the Trust on the disposal of that asset will potentially be reduced by 50% for the
purposes of calculating the net capital gain of the trust. Where the Trust derives a capital loss on
disposal of an asset, the capital loss will not be distributed, but instead will be retained by the
Trust and will be available to offset any future capital gains that may arise in the trust.

Where revenue losses are incurred by the Trust, those losses cannot be distributed but instead
are carried forward in the trust to offset against assessable income and net capital gains
respectively as derived in subsequent income years.

Revenue losses incurred by the Trust will be subject to the trust loss rules. The rules set out the
tests which must be satisfied before a trust may deduct prior and current year tax losses from
their net income.

Australian tax position of MFS Diversified Limited

The Company is resident in Australia for the purposes of Australian income tax. The Company
will be subject to tax at the corporate tax rate, currently 30%, on the taxable income of the
Company.

Any losses incurred by the Company will be available to be utilised subject to the satisfaction of
certain tests: the continuity of ownership test and the same business test. The continuity of
ownership test requires the continuous beneficial holding of more than 50% of the interests in a
company from the start of the loss year until the year in which the loss is utilised. Where the
continuity of ownership test is not passed, a company with total income for the income year of
less than $100 million may apply the same business test. This test requires the Company to
maintain the same business activities from the start of the loss year until the year in which the
loss is utilised.
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MEFS Diversified Group Stapled Securities
Taxation Opinion

8 May 2007

Australian tax position of resident investors
Units in MFS Diversified Trust

Auwustralian resident investors will be required to include in their assessable income the full
amount of their share of the taxable income of the Trust in the income year in which their
entitlement to that share of income arises. The income components derived by the Trust retain
their character when distributed to investors, and as such, investors may receive income of a
number of classes including dividends, interest and capital gains.

The non-taxable part of any distribution will reduce the CGT cost base of units held by an
investor in the Trust. In particular, any capital distributions by the Trust to an investor that are
not taxable to the investor will reduce the CGT cost base of the investor’s units in the Trust.
This will be important to the calculation of the CGT gain or loss that will arise to a unitholder
upon the future disposal of their Units.

If the cost base of an investor’s Units in the Trust is reduced to “nil’ by tax deferred
distributions, further tax deferred distributions received after that time will be assessable as a
capital gain to the investor.

Should any discount capital gain of the Trust be distributed to investors, it will be grossed up to
its original amount in the investor’s hands (i.e. before the 50% CGT discount) and then applied
against any current or prior year capital losses of the investor in calculating each investor’s own
net capital gain. An individual investor may then be entitled to claim the 50% CGT discount
separately. An investor that is a complying superannuation fund may be entitled to claim a
33mM% CGT discount separately. A corporate investor will not be entitled to any CGT discount.
That part of any capital gain that is concessionally taxed in the Trust (i.e. subject to the 50%
CGT discount) and that is distributed to investors will not reduce an investor’s CGT cost base in
their investment.

Shares in MFS Diversified Limited

Dividends paid by the Company to Australian resident investors must be included in the
assessable income of the Securityholder as dividend income. As the Company is required to pay
tax at the corporate tax rate, the Company may frank its dividends. The availability of future
franked dividends from the Company is dependent on the level of Australian corporate tax that
the Company is required to pay.

Investors will also be required to gross up their share of the taxable income of the Company for
any imputation credits received as part of their distribution. Investors may then be able to utilise
any imputation credits to offset the Australian tax payable on their share of the taxable income
of the Company.

To the extent that a taxpayer holds imputation credits in excess of the tax payable by the
taxpayer, the imputation credits may be refundable, depending on the taxpayer’s tax status.
Generally corporate taxpayers are not eligible for this refund, nor are the trustees of some trusts,
where the trustee is liable to pay tax on part or all of the net income of the trust. However,

MFS DIVERSIFIED GROUP PROSPECTUS AND PRODUCT DISCLOSURE STATEMENT
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MFS Diversified Group Stapled Securities
Taxation Opinion

8 May 2007

corporate taxpayers may convert their excess franking credits to a tax loss which can be carried
forward and offset against future income, subject to the satisfaction of certain tests.

If a Securityholder does not satisfy the holding period rule or the related payments rule, the
imputation credits attaching to the dividend will not be included in their assessable income, nor
will they be available to offset the tax payable in respect of the dividend. These rules are
discussed in detail below.

Holding Period Rule

The holding period rule provides that in order for a Securityholder to receive the benefit of any
imputation credits attached to a dividend, the Securityholder must have held their Securities at
risk for a continuous period of at least 45 days (not including the date of acquisition or
disposal), within a period beginning on the date that the Securities were acquired and ending 45
days after the Securities become ex-dividend. The holding period rule operates on a last-in-first-
out basis, so that the Securityholder will be deemed to have disposed of the most recently
acquired Security for the purposes of applying the holding period rule.

Generally, individuals whose total franking credit entitlements for a relevant income year do not
exceed $5,000 will not be subject to the holding period rule.

Related Payments Rule

The related payments rule applies in respect of franked dividends where a Securityholder has an
obligation to make a related payment to another party which effectively passes the benefit of the
dividend onto another person.

The related payments rule does not apply in respect of shares held through trusts where
dividends are passed onto beneficiaries who are presently entitled to the income of the trust.

Disposal of Securities

As each Security consists of one Unit in the Trust and one Share in the Company, the CGT
provisions must be considered separately in respect of each of these CGT assets.

Accordingly, where an investor disposes of their Security, they will realise a separate CGT gain
or loss on the disposal of their Shares and their Units. The application of CGT is affected by
whether an investor holds their Securities as a trader (as distinct from an investor). The taxation
comments in this section do not apply to taxpayers who hold their Securities as traders.

Where the CGT cost base of an investor’s Share or Unit is higher than the market value of the
consideration that they receive, the disposal of their Share or Unit will trigger a CGT loss to the
investor. Where the CGT cost base of an investor’s Share or Unit is less than the market value
of the consideration that they receive for the disposal, a CGT gain will arise to the investor.

Each investor’s total capital gains and capital losses in an income year are aggregated to
determine whether there is a net capital gain or loss. Any net capital gain for the year is
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MFS Diversified Group Stapled Securities
Taxation Opinion

8 May 2007

included in an investor’s assessable income and is subject to income tax at the investor’s
marginal tax rate. Net capital losses may not be deducted against other income for income tax
purposes, but may be carried forward to offset against capital gains derived in future income
years. Specific loss rules apply to investors who are companies and trusts, which may limit
their ability to offset capital losses in a current or later income year.

Where an investor that is an individual or a trust has held their Securities for more than

12 months at the time of the disposal, the capital gain derived by the investor will potentially be
reduced by 50% (the CGT discount). The CGT discount is applied only after any available
capital losses have been used to offset the capital gain. An investor that is a complying
superannuation fund may be entitled to claim a 33M% CGT discount separately. Corporate
investors are not eligible for the CGT discount and are required to include the full amount of the
capital gain in their assessable income.

Goods and Services Tax (GST)

Australian GST will not apply to the issue of Securities, nor will GST apply to any subsequent
disposal of Securities by investors. GST will also not apply to any distributions made to
investors.

Investors who are registered for Australian GST purposes may not be entitled to full input tax
credits for any GST incurred on costs associated with acquiring or disposing of units in the
Trust. Investors should seek their own tax advice in this respect.

Pay As You Go (PAYG) withholding

The collection of an investor’s Tax File Number (TFN) is authorised and its use is strictly
regulated by law. Where a Securityholder does not quote their TEN or claim an exemption, the
responsible entity is required to deduct from their distributions, tax at the highest marginal rate,
plus the Medicare levy. Business taxpayers may quote an ABN instead of a TFN. A
Securityholder may be able to claim an income tax credit for any amounts withheld.

* * * * *

Yours sincerely

S PR Lt

=1

Jim Mooney
Partner
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11 MATERIAL DO|

LFJMENTS AND

C
ADDITIONAL INFORMATION

11.1 AVAILABILITY OF DOCUMENTS

The Trust and the Company are disclosing entities for the
purposes of the Corporations Act and are therefore subject to
regular reporting and disclosure obligations under the
Corporations Act and the Listing Rules. These obligations
require the Trust and the Company to notify ASX of
information about specific events and matters as they arise
for the purpose of ASX making the information available to
the stock market conducted by ASX. In particular, each of the
Trust and the Company has an obligation under the Listing
Rules (subject to certain limited exceptions) to notify ASX
once it is, or becomes, aware of any information concerning
the Trust or the Company which a reasonable person would
expect to have a material effect on the price or value of the
Securities. The Trust and the Company are also required to
prepare and lodge with ASIC and ASX annual and half-yearly
financial statements accompanied by a directors’ declaration
and report, and an auditor’s report. Copies of documents
lodged in relation to the Trust and the Company may be
obtained from, or inspected at, an office of ASIC.

The Responsible Entity will provide regular communication to
Securityholders, including publication of:

- the Group’s half-yearly report which provides an update on
the investments held, operations of the Group, and
performance for the period;

- the Group’s annual report for audited financial statements
for each year ending 30 June;

11.2 TABLE OF MATERIAL CONTRACTS

CONTRACT PARTIES

Constituent documents

Trust Constitution The Responsible Entity of the Trust

and Securityholders in the Group

Company Constitution

Summary of stapling
provisions

Management Agreement
Agreement relating to

the Capital Raising

Underwriting Agreement

Other agreements

DDRP Rules

Relationship deed

The Company and Securityholders
in the Group

These appear in the Trust and
Company Constitutions

Company and MFSDG

The Underwriter, the Responsible
Entity and the Company

The Responsible Entity and

Securityholders in the Group

The Responsible Entity and
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- distribution statements;
- annual taxation statements; and
- any continuous disclosure notices given by the Group.

If the Responsible Entity is required to prepare policies
documenting how it will determine any variable components
of the price of Units for future issues, copies of the policies
will be available from the Responsible Entity free of charge.

The Group will also have a website that will provide
up-to-date information on the Group including up-to-date
Security prices, access to half-year and annual reports and
Distribution information.

You also have the right to obtain a copy of each annual report,
half-yearly report and any continuous disclosure notice from
the Group since the lodgement of the 2006 annual report, free
of charge.

The following documents will also be available for inspection:
- the Trust Constitution;

- the Company Constitution;

- the compliance plan; and

- the Management Agreement.

The Issuers will provide a copy of any of the above documents
free of charge to any person who requests a copy during the
Offer period in relation to this Offer Document. Requests may
be made by calling the MFS Diversified Group Infoline on
1300 787 695 (callers within Australia) or +61 3 9415 4639
(callers outside Australia) or by email to infol@dmfsdg.com.au.

SUBJECT MATTER SECTION

Sets out many of the rights and obligations 11.3.1

of Securityholders and the Responsible Entity.

Sets out many of the rights and obligations of 11.3.2

Securityholders and the Company.

Sets out the mechanism by which Units in the 1.3
Trust and the Shares in the Company are stapled
to create Securities.

Sets out the terms on which MFSDG provides 11.4.2

management services to the Company.

Sets out the conditions on which the 11.4.1
Underwriter has agreed to underwrite

the issue of New Securities and Placement Securities.

Sets out rights of participants in the DDRP and 11.4.3
the rights and obligations of the Group in respect

of the DDRP.

Covers the co-operation of the Trust and the 11.4.3

Company while stapling applies.



11.3 SUMMARY OF RIGHTS AND LIABILITIES
ATTACHING TO SECURITIES

The main rules governing the rights and obligations of
Securityholders are set out in the Trust Constitution and the
Company Constitution. The Corporations Act, exemptions and
declarations by ASIC, the Listing Rules and the general law
of trusts are also relevant to the rights and obligations of
Securityholders. In particular, meetings of Securityholders
(including applicable voting rights), amendments to the Trust
Constitution and the Company Constitution and removal of
the Responsible Entity are primarily regulated by the
Corporations Act. There is no separate stapling deed, the
stapling provisions instead appear in the Trust Constitution
and the Company Constitution.

11.3.1 Summary of the Trust Constitution

The Trust is a registered managed investment scheme. The
Responsible Entity is MFS Diversified Group Management
Limited. A complete copy of the Trust Constitution is available
on request. The following information summarises the main
provisions of the Trust Constitution which governs the rights
and obligations of Unitholders and the powers of the
Responsible Entity:

- [Units]): The beneficial interest in the Trust is divided into
Units. No Unit confers an interest in a particular asset of
the Trust. The Trust Constitution allows the issue of partly
paid Units and options over Units and other classes of
units. Fractions of Units may be issued at the discretion
of the Responsible Entity;

- [Limited liability of Unitholders]: No Unitholder will be
personally liable for an obligation of, or liability incurred
by, the Responsible Entity (subject to the Trust Constitution
and the law);

- (Income and Distributions): Unitholders on the register at
the end of each distribution period are presently entitled to
the Trust’s distributable income for the year, in proportion
to their unitholding subject to any contrary terms of issue
of particular Units. The Responsible Entity may determine
the Distribution periods;

- (Transfer of Units): While the Trust is admitted to the official
list of ASX, transfers of Units and options may be effected in
any manner permitted by the Listing Rules. The Responsible
Entity may only refuse to register a transfer of Units or
options where permitted to do so by law, the Listing Rules
or the ASTC Settlement Rules. While Units are stapled to
Shares, the Responsible Entity must not register any
transfer of Units unless it is a single transfer of Securities.

Where permitted to do so by the Corporations Act, the Listing
Rules or the ASTC Settlement Rules, the Responsible Entity
may request a holding lock to prevent a transfer of Units;

- (Joint holders): Joint holders will be jointly and severally
liable in respect of all payments, including payments of
tax, which ought to be made in respect of a Unit or option.
Only the person whose name appears first in the register
as one of the joint holders is entitled to notices and other
communications. A payment to any one of the joint holders
will discharge the Responsible Entity of the obligation to
make the payment;

- [No redemption): A Unitholder’s right to make a
withdrawal request is suspended while the Units are
officially quoted on ASX;

- (Proxy): Any Unitholder may be represented at any meeting
of the Trust by a proxy. The executed proxy form must be
received by the Responsible Entity no less than 48 hours
before the time for holding the meeting as is specified in
the notice convening the meeting; and

- [(Meetings): A Unitholder’s right to requisition, attend and
vote at a Trust meeting is primarily governed by the
Corporations Act. On a show of hands, each Unitholder
has one vote. On a poll, each Unitholder has one vote for
each dollar of the value of the total interests they have in
the Trust;

The Trust Constitution also deals with the powers, duties and
liabilities of the Responsible Entity;

- (Stapling): Subject to the Trust Constitution, the
Corporations Act and the Listing Rules, the Responsible
Entity may cause the stapling of the Units to Shares and
other Securities, with the intention that they be traded as
a single Security.

Following approval by a special resolution of Unitholders (and
shareholders), the Responsible Entity may determine a date
on which the stapling provisions of the Trust Constitution will
cease to apply. Stapling also ceases to apply if it becomes
unlawful or prohibited by the Listing Rules. The Responsible
Entity may subsequently determine that the stapling
provisions should recommence;

- (Responsible Entity’s powers): The Responsible Entity has
all the powers it is possible to confer upon a trustee and
which are necessary for fulfilling its obligations under the
Trust Constitution as if it were the absolute owner of the
trust fund. The Responsible Entity may appoint agents or
delegates to perform its obligations and exercise its
powers (including the power to, in turn, appoint their own
agents), including its related bodies corporate;

- [(Responsible Entity’s duties): While stapling applies, the
Responsible Entity may have regard to the interests of
Unitholders and shareholders of the Company as a whole;

- [Power to issue Units): The Trust Constitution allows for
the issue of both Units and options over Units at issue
prices determined in accordance with the Trust
Constitution and other classes of Units;

- (Power to make capital Distributions): The Responsible
Entity may distribute capital to Unitholders;

- (Responsible Entity’s remuneration): The Responsible
Entity is entitled to be paid fees, details of which are set
out in Section 9; and

- (Responsible Entity’s indemnity and reimbursement for
costs): The Responsible Entity is entitled to be reimbursed
from the Trust for all expenses reasonably and properly
incurred in connection with the Trust or in performing its
obligations under the Trust Constitution.
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The Responsible Entity is entitled to be indemnified from the
assets of the Trust for any liability incurred in properly
performing or exercising of its rights or powers:

- (Responsible Entity’s limitation of liability): Subject to the
Corporations Act, the Responsible Entity is not liable for
any loss or damage to any person (including any
Unitholder) arising out of any matter unless, in respect
of that matter, it acted both:

- otherwise than in accordance with the Trust
Constitution; and

- without a belief held in good faith that it was acting in
accordance with the Trust Constitution.

In any case, to the extent permitted by law, the Responsible
Entity’s liability in relation to the Trust is limited to the assets
from which the Responsible Entity is entitled to be, and is in
fact, indemnified.

Subject to the Corporations Act, the Responsible Entity is not
liable for any loss or damage where it relied in good faith on
the services of, or information or advice from, or purporting
to be from, any person appointed by it;

- [Retirement and removal of the Responsible Entity):
The Responsible Entity may retire or can be replaced
in accordance with the Corporations Act;

- [(Small holdings): The Responsible Entity may sell any
Units held by a Unitholder which (together with the
corresponding stapled Shares) comprise less than a
marketable parcel (as provided under the Listing Rules)
without request by the Unitholder in any 12 month period;

- (Power to amend Trust Constitution): Subject to the
Corporations Act, the Responsible Entity may amend the
Trust Constitution by deed; and

- (Winding up): In winding up the Trust, the Responsible
Entity must realise the assets, pay any amounts payable
to it under the Trust Constitution (including all costs of the
Responsible Entity in its capacity as trustee of the Trust)
and then, subject to any special rights or restrictions
attached or the terms of issue of any Unit or the direction
in writing of all Unitholders, distribute the net proceeds of
realisation among the Unitholders pro-rata in accordance
with the paid-up proportion of Units held by Unitholders.

11.3.2 Summary of the Company Constitution

The rights attaching to Shares in MFS Diversified Limited

are set out in the Company Constitution. The following is

a summary of the important aspects of the Company
Constitution and the rights attaching to the Shares. This
summary does not purport to constitute a definitive statement
of the provisions of the Company Constitution and the rights
and liabilities of shareholders, which can involve complex
questions of law arising from the interaction of the Company
Constitution and statutory and common law requirements.

- (Share capital): The share capital of the Company is divided
into two classes:
- Shares (which are ordinary shares); and

- one ‘Special Share’.

MFS DIVERSIFIED GROUP PROSPECTUS AND PRODUCT DISCLOSURE STATEMENT

All Shares, other than the Special Share, are ordinary shares
and rank equally in all aspects. If shares of another class
were issued, the rights attaching to a particular class could
thereafter only be varied with the written consent of the
holders of 75% of shares of that class of shares or with the
sanction of a special resolution passed at a separate general
meeting of the holders of that class of shares. The quorum
required at any such separate general meeting is the
presence of two members holding or representing at least
one-third of the nominal value of the issued shares of

that class.

The Special Share is held by the Responsible Entity as an
asset of the Trust. It allows the holder to have 50.1% of the
votes on any resolution to appoint or remove a minority of the
Board of Directors of the Company. For example, if the Board
is comprised of a total of seven Directors, the Responsible
Entity is entitled to nominate three Directors and designate
those Directors as Minority Directors (as defined in the
Company Constitution). By designating them as Minority
Directors, it allows the Responsible Entity to cast 50.1% of
the vote on any resolution to appoint or remove those Minority
Directors. It also allows the holder to designate who is to be
the Chairman of the Board. It does not have any dividend
rights or rights on a winding up of the Company. Its only
voting rights are in respect of the election of a minority of the
Directors and preserving its class rights. The Special Share is
an asset of the Trust and is transferable to future responsible
entities of the Trust.

- [Voting): At a general meeting, every shareholder present
in person or by proxy, representative or attorney has one
vote on a show of hands and one vote per Share on a poll.
Each shareholder is entitled to notice of, and to attend and
vote at, general meetings.

The Special Share does not have any voting rights except in
respect of the election of a minority of the MFS Diversified
Limited Directors and the amendment of those parts of the
Company Constitution which concern the rights of the Special
Share. In respect of those matters, the holder of the Special
Share either has the majority of the votes (in the case of
director re-election) or the power to ensure that the
resolution is not passed unless the holder of the Special
Share votes in favour of the resolution (in the case of a
proposed amendment of the Company Constitution);

- (General meetings): Each shareholder is entitled to receive
notice of, attend and vote at general meetings of the
Company and to receive all notices, accounts and other
documents required to be sent to shareholders under the
Company Constitution, the Corporations Act or the Listing
Rules. The holder of the Special Share is entitled to the
same rights as other shareholders except that it does not
have the right to vote except on a matter specified in the
rights of the Special Share. The quorum required at general
meetings is the presence of five or more members;



(Dividends): The Company’s Directors may authorise
payment by MFS Diversified Limited of such dividends as
appear to the Company’s Directors to be justified by the
profits of the Company. Subject to any special rights or
restrictions attached to any Shares in the capital of the
Company (at present, there are none), dividends are
apportioned and paid proportionately to the amounts paid
up or credited as paid on the Shares. The Special Share
does not have any dividend rights;

(Issue of further Shares): Without affecting any special
rights previously conferred on the holders of any existing
Shares or other class of shares, but subject to the
Corporations Act, Shares or options over Shares in the
Company may be issued by the Company’s Directors. Any
Share may be issued with any preferred, deferred or other
special rights or any restrictions, with regard to dividend,
voting, return of capital, or otherwise, that the Company’s
Directors, subject to any resolution of the Company, may
decide and existing class rights. For so long as stapling
applies, Shares may only be issued in conjunction of an
identical number of Units stapled to those Shares;

(Transfer of Shares): Subject to the Company Constitution,
the Corporations Act and the Listing Rules, the Shares are
freely transferable. Whilst stapling prevails, a Share may
only be transferred as part of a New Security. The Special
Share may only be held by the Responsible Entity from
time to time, of the Trust;

(Rights on winding up): Subject to the rights attached to
any class of shares, if the Company is wound up, the
surplus property available for distribution after the debts
and liabilities of the Company have been paid and the
costs, charges and expenses of the winding up have been
paid, is to be divided among the shareholders in proportion
to the number of Shares held by them. If the Company is
wound up, the liquidator may, with the sanction of a
special resolution, divide among the shareholders in kind
the whole or any part of the property of the Company and
may for that purpose set the value that he or she considers
fair on any property to be so divided and may determine
how the division is to be carried out as between the
shareholders or different classes of shareholders, if any.
The Special Share does not have any rights on a winding
up of the Company; and

(Directors): The minimum number of Company Directors
is four and the maximum number is 14. Shareholders may
vary the number by ordinary resolution in general meeting.
Company Directors will be subject to retirement by
rotation and re-election by shareholders in general
meeting. No person may remain a Director for more than
three years without re-election by shareholders in general
meeting. In the case of the Minority Directors, the
Responsible Entity must refresh its nomination of
Company Directors appointed under the Special Share to
ensure that no such Director holds office for more than
three years without re-election.

If at any time the number of Directors is reduced for any
reason including the retirement or removal of a Director not
appointed by the Responsible Entity such that the number
of Minority Directors comprises more than a minority of the
Directors, then the Company Directors and the Responsible
Entity must take all necessary action with their power to
reduce the number of the Minority Directors to a minority,
including the immediate removal or resignation of the
necessary number of the Minority Directors. In addition, if at
any time the number of Minority Directors comprises more
than a minority of the Directors, the voting rights of the
Minority Directors will be limited to 49% of the votes which
may be cast on a resolution at a Directors’ meeting.

Where the Directors appoint a Director (e.g. to fill a casual
vacancy), that Director will hold office until the conclusion
of the next annual general meeting and will be eligible for
re-election at that meeting.

- (Chairperson): The holder of the Special Share is entitled,
although not obliged, to designate any Company Director
who consents to be the chairperson of the Board of
Directors. Subject to certain exceptions, where the votes
are equal on a proposed resolution, the chairperson of the
meeting has a casting vote, in addition to his or her
deliberative vote;

- (Indemnification): Each Director, alternate Director,
secretary, assistant secretary and such other officers
or former officers of the Company or its related bodies
corporate as determined by the Directors, is indemnified
against any liability incurred in that capacity to another
person unless the Company is prohibited by statute to
indemnify the person; and

- (Stapling): Various provisions and consequential definitions
facilitate the stapling of Shares to Units. These stapling
provisions ensure, among other things, that Shares cannot
be traded separately to Units and that both Shares and
Units can be forfeited for non-payment of a call on
either security.

If stapling ceases, the Company has the ability to redeem the
Special Share for $1.00.

Proportional takeover provisions

If offers are made under a proportional takeover bid in
accordance with the Corporations Act, the registration of
a transfer giving effect to a takeover contract resulting
from acceptance of an offer made under the takeover bid
is prohibited unless and until a shareholder resolution to
approve the bid is passed in accordance with the Company
Constitution.
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11.4 OTHER MATERIAL CONTRACTS

11.4.1 Summary of the Underwriting Agreement

The Underwriter and the Issuers have entered into an
Underwriting Agreement dated 8 May 2007 pursuant to which
the Underwriter has agreed to underwrite the subscription of
approximately 188.9 million Placement Securities under the
Placement and approximately 35.3 million New Securities
under the Offer, subject to the terms and conditions of the
Underwriting Agreement. The Issuers must pay the
Underwriter:

(a) an underwriting fee of 2.75% of the amount calculated
by multiplying the Application Price by the number of
New Securities (excluding any MFS subscription) and
the Placement Price by the number of Placement
Securities (excluding any MFS subscription) (“Capital
Raising Amount”]; and

(b] a two part performance fee of up to 0.75% of the Capital
Raising Amount.

The Underwriter is entitled to receive from the Issuers
reimbursement of certain costs including, but not limited
to, any stamp duty payable in respect of the Underwriting
Agreement, all costs, charges and expenses in connection
with the roadshow and investor presentations, and all
reasonable out of pocket expenses and legal expenses
incurred by the Underwriter in relation to the Capital
Raising. The Underwriter is also entitled to recover all other
reasonable costs, expenses and disbursements it incurs in
relation to the Capital Raising and the Offer Document. If
the Underwriting Agreement is terminated for any reason,
the Issuers must, whether or not Completion of the Offer
occurs, pay to the Underwriter the costs, charges and
expenses which are to be paid to the Issuers within two
Business Days after the date of termination.

The obligations of the Underwriter are conditional on the
Issuers notifying the Underwriter of the satisfaction of
conditions including that the Issuers lodge the Offer
Document on 8 May 2007, receipt by the Underwriter of
opinions from Mallesons Stephen Jaques, KPMG Transaction
Services (Australia) Pty Limited, KPMG Limited, McCullough
Robertson and receipt by the Underwriter of the Offer
Document and a copy of the report of the due diligence
committee addressed to the Directors and each member of
the due diligence committee. The obligations of the
Underwriter to subscribe for the Shortfall Securities not
taken up under the Priority offer are conditional upon the
delivery to the Underwriter of duly executed certificates by the
Issuers in accordance with the Underwriting Agreement and
the Underwriting Agreement not having been terminated.

If any of the conditions are not satisfied by the relevant
specified time the Underwriter may terminate the
Underwriting Agreement.

The Underwriting Agreement contains various
representations and warranties and indemnities given by
the Issuers to the Underwriter. In addition, the Underwriting
Agreement imposes various obligations on the Issuers,
including that they must notify the Underwriter of any
breach of any representation, warranty or undertaking, or
the occurrence of a termination event, they will not at any
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time before 120 days after Completion of the Offer issue or
agree to issue any shares, units or other interests in the
Issuers, that they will provide the Underwriter with copies
of any communication to or from the ASX or ASIC relating
to the Offer and that they must not lodge or issue a
supplementary product disclosure statement without the
prior written consent of the Underwriter (such consent
not to be unreasonably withheld).

The Underwriter may terminate its obligations under the
Underwriting Agreement if any of the following events occur:

- [ASIC action) ASIC:

(a) makes an order or interim order under section 739 or
section 1020E of the Corporations Act concerning the
Offer Document;

(b applies for an order under Part 9.5 of the Corporations
Act in relation to the Offer or any Offer Material (as
defined in the Underwriting Agreement);

(c) holds, or gives notice of intention to hold, a hearing
or investigation in relation to the Offer or any Offer
Material under the Corporations Act or the Australian
Securities and Investments Commission Act 2001
(Cwlth); or

(d) (A prosecutes or gives notice of an intention to
prosecute; or

(B) commences proceedings against, or gives notice
of an intention to commence proceedings against,
the Issuers or any of their officers, employees or
agents in relation to the Offer or any Offer Material;

- [Listing approvals): approval is refused or approval is
not granted which is unconditional or conditional only
on customary listing conditions which would not, in the
reasonable opinion of the Underwriter, have a Material
Adverse Effect on the success of the Offer and the official
quotation of all of the Capital Raising Securities on ASX,
on or before 25 June 2007, or if granted, the approval is
subsequently withdrawn, qualified or withheld;

- [Lodgment Date]: the Issuer fails to lodge the Offer
Document with ASIC on or before 8 May 2007 (or such later
date as the Underwriter may agree in writing);

- (Supplementary Offer Document): a Supplementary Offer
Document is, in the reasonable opinion of the Underwriter,
required under sections 724 or 1016E of the Corporations
Act in circumstances where the matter is materially
adverse from the point of view of a reasonable person
considering whether to proceed to acquire the Offer
Securities;



(material adverse change): there is a material adverse
change in the financial position, assets, liabilities,

results of operations, profits, forecasts, losses, prospects,
business or the composition of the directors or senior
management of the Group, including any adverse change
in the financial position, assets, liabilities, results of
operations, profits, forecasts, losses, prospects, business
from those respectively disclosed in the Offer Document;

(consent): any person, other than the Underwriter whose
consent to the issue of the Offer Document is required by
sections 716 or 1013K of the Corporations Act who has
previously consented to the issue of the Offer Document
withdraws such consent or any person otherwise named
in the Offer Document with their consent (other than the
Underwriter) withdraws such consent;

(withdrawal): the Issuers withdraw the Offer or the Offer
Document;

(trading of Shares): without the request of the Issuers
and consent of the Underwriter, trading of the Issuers’
Securities on ASX is halted or quotation of the Issuers’
securities on ASX is suspended, for more than three
consecutive Business Days, or the Securities cease to
be quoted on ASX;

(Listing) the Trust ceases to be admitted to the Official List;
(moratorium): either of the following occurs:

(a) a general moratorium on commercial banking activities
in Australia, the United States or the United Kingdom is
declared by the relevant central banking authority in
any of those countries, or there is a material disruption
in commercial banking or security settlement or
clearance services in any of those countries; or

(b] trading in all securities quoted or listed on ASX, the
London Stock Exchange or the New York Stock
Exchange is suspended or limited in a material
respect for more than one day on which that exchange
is customarily open for trading, in either case the effect
of which is such as to make it, in the reasonable
judgment of the Underwriter, impracticable to market
the Offer or to enforce contracts to sell the Capital
Raising Securities; or

(market fall): the S&P ASX 200 Index or S&P ASX 200

Property Index is, for a period of three consecutive

Business Days, more than 10% below its level at 5.00pm

on the Business Day immediately preceding the date of

this Agreement.

The Underwriter may terminate its obligations under the
Underwriting Agreement if any of the following events occur,
provided that the event has, or is likely to have, a Material
Adverse Effect (as defined in the Underwriting Agreement] or
there is a reasonable possibility of the Underwriter incurring
a liability under the Corporations Act or any other applicable
law, regulation or treaty:

- (Offer Document):

(a) the Offer Document omits any material required by
the Corporations Act or otherwise fails to comply with
the Corporations Act, the ASX Listing Rules, any other
laws and regulations or any other legally binding
requirements of ASIC or ASX;

(b) in the Underwriter’s reasonable opinion:

(i) thereis a misleading or deceptive statement, or
a statement that is likely to mislead or deceive,
in the Offer Document;

(ii) there is an omission from the Offer Document of
material required by Part 7.9 of the Corporations
Act; or

(iii) a new circumstance has arisen since the Offer
Document was lodged which would have been
required by Part 7.9 of the Corporations Act to be
included in the Offer Document if the matter had
arisen before the Offer Document was lodged;

(c) the issue or distribution of the Offer Document
is misleading or deceptive or likely to mislead or
deceive; or

(d) any aspect of the Offer does not comply with the
Corporations Act, the ASX Listing Rules or any other
applicable law or regulation;

- [due diligence): there is an omission from the due
diligence results or from the verification material or the
results of the investigation or the verification material are
false or misleading or deceptive;

- [unable to issue Offer Securities): the Issuers
are prevented from allotting and issuing the Capital
Raising Securities within the time required by the ASX
Listing Rules, by the ASX or ASIC, any statute or
regulation, by the order of a court of competent jurisdiction
or by a Governmental Agency;

- [revocation of authorisation): any licence, permit,
authorisation or consent which is material to anything
referred to in the Offer Document or necessary to conduct
the business of the Issuers or a Related Body Corporate is
repealed, revoked, terminated or expires or is modified or
amended in a manner unacceptable to the Underwriter;

- (unauthorised alterations): the Company alters its share
capital, the Responsible Entity alters the structure of the
Trust or the Constitutions are altered (except as disclosed
to the Underwriter prior to the signing of the Underwriting
Agreement or, in the case of the Issuers, required by ASX);
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(change in laws): there is introduced, or there is a public
announcement of a proposal to introduce, into the
Parliament of the Commonwealth of Australia or any
State or Territory of Australia a new law, or the
Government of Australia, or any State or Territory of
Australia, the Reserve Bank of Australia, or any Minister
or other Governmental Authority of Australia or any State
or Territory of Australia, adopts or announces a proposal
to adopt a new policy (other than a law or policy which has
been announced before the date of this Agreement);

(failure to comply): an Issuer fails to comply with a provision
of its constitution, any statute or regulation or

a requirement, order or request, made by or on behalf

of ASIC, ASX or any Governmental Agency;

(default): an Issuer is in default of any of the terms and
conditions of the Underwriting Agreement or breaches
any warranty, undertaking or covenant given or made by
it under the Underwriting Agreement;

(misrepresentation): any warranty, representation or
statement by an Issuer or any of its Related Bodies
Corporate in relation to the Capital Raising is or is found
to be false or misleading or deceptive;

(information supplied): any information supplied by an
Issuer or any of its Related Bodies Corporate on its behalf
to the Underwriter in respect of the Capital Raising or the
Group is or is found to be false or misleading or deceptive
or likely to mislead or deceive;

(hostilities): there is an outbreak or major escalation of
hostilities (whether war is declared or not) involving any
one or more of Australia, New Zealand, the United States,
the United Kingdom, any member of the European Union,
Indonesia, China or Japan or the declaration by any of
these countries or a national emergency or war, or a major
terrorist attack is perpetrated on any of those countries

or any diplomatic, military, commercial or political
establishment of any of those countries elsewhere in

the world; or

(director): a director of an Issuer:

(a) is charged with an indictable offence relating to any
financial or corporate matter or any regulatory body
commences any public action against the director in
his or her capacity as a director of an Issuer or
announces that it intends to take any such action; or

(b] is disqualified from managing a corporation under
sections 206B, 206C, 206D, 206E or 206F of the
Corporations Act;
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11.4.2 Management Agreement

The Company and MFSDG are the parties to a Management
Agreement dated 15 February 2006. Under the Management
Agreement, MFSDG must:

- invest and manage the portfolio for the Company;

- review and monitor the portfolio and regularly confer with
the Company regarding the investment and management
of the portfolio;

- provide investment, consultation, advisory and
management services generally;

- identify, investigate, research, evaluate, advise on and
make recommendations on investment opportunities for
the Company;

- explore and advise on opportunities for the Company to
exit its investments;

- identify and implement appropriate risk management
policies and procedures in respect of the portfolio and
report on the adequacy and effectiveness of those policies
and procedures;

- assist with the implementation of Board decisions;

- provide a registered office and office space and facilities
for the Board;

- perform all reasonable accounting, tax, legal, audit, IT and
compliance (including corporate secretarial] services for
the Company (but not any investee entity); and

- manage the Company’s relations with its Securityholders
and the public.

In consideration for those services, MFSDG is entitled to:

- the Base Management Fee and Performance Fee as
described in Section 9;

- the acquisition fees and debt arrangement fees as
described in Section 9; and

- reimbursement of any expenses associated with the
provision of services by MFSDG.

The Company may terminate the Management Agreement

immediately if:

- MFSDG materially breaches the Management Agreement
and fails to remedy such breaches within 90 days of
receiving written notice requiring it to do so;

- any licence held by MFSDG necessary for it to perform the
services under the Management Agreement is suspended
or revoked and MFSDG fails to remedy such suspension or
revocation within 90 days of receiving written notice
requiring it to do so;

- MFSDG is subject to an insolvency event;

- the Company passes an ordinary resolution of members
to terminate the Management Agreement upon MFSDG
ceasing to be Responsible Entity of the Trust; or

- the Company passes an ordinary resolution of members
to terminate the Management Agreement after
15 February 2016.

MFSDG may terminate the Management Agreement without
cause after 15 February 2011 by giving three months’
written notice.



11.4.3 Other important contracts

Distribution and Dividend Reinvestment Plan

The Company and MFSDG are parties to a Distribution and
Dividend Reinvestment Plan Information Memorandum
which sets out the rules of the Group Distribution and
Dividend Reinvestment Plan (DDRP). The DDRP provides
Securityholders in the Group with a convenient way for all

or part of their distribution and dividends to be automatically
reinvested so as to acquire additional stapled Securities,
without the cost of brokerage and at a discount of up to 5%
to the market price. The stapled Securities issued under the
DDRP rank equally with the existing stapled Securities at the
time of issue. Participation in the DDRP is optional: if an
investor does not participate, distributions and dividends will
be paid in the usual manner. Investors may elect to join, vary
their participation, or withdraw at any time. As soon as the
investor elects to participate in the DDRP, reinvestment of
distribution and dividends will occur automatically on each
distribution and dividend date going forward, until the
participation is varied or terminated.

Relationship Deed

MFSDG (as the Responsible Entity of MFS Diversified Trust)
and MFS Diversified Limited are parties to a Relationship
Deed dated 15 February 2006 which sets out certain
arrangements between MFS Diversified Limited and MFSDG
while stapling applies. Under the Relationship Deed:

- interests in MFS Diversified Limited and MFS Diversified
Trust become owned by the same persons in the same
proportions;

- shares in MFS Diversified Limited are only able to be
transferred or otherwise dealt with together, and at the
same time, as Units in MFS Diversified Trust; and

- ordinary Units in MFS Diversified Trust are only able to
be transferred or otherwise dealt with together, and at
the same time as shares in MFS Diversified Limited.

Each of MFSDG and MFS Diversified Limited covenants and
agrees with each other party that, if called upon by another
party, and on the terms and conditions proposed by that

party, it must enter into any agreement, arrangement or
understanding, or do any act, matter or with, at the request or
direction of that party, in respect of certain matters, to further
cooperation between the parties.

The Relationship Deed will operate for so long as the
constitutions of MFS Diversified Limited and MFS Diversified
Trust provide for and the shares in MFS Diversified Limited and
the Units in MFS Diversified Trust are stapled to each other so
that they cannot be dealt with except as a stapled Security.

11.5 FINANCING ARRANGEMENTS

The Responsible Entity has accepted offers of finance from
Bank of Scotland and St George Bank for a $450 million
secured floating rate multi option facility (Facility). The
Facility is for general corporate purposes, including the
repayment of debt and preferred Units, and will include a
1% margin. The term of the Facility will be five years from
the date of signing.

A condition precedent to the first drawdown under this
facility is that the net proceeds of the Capital Raising is at
least $170 million.

The Trust lends money to the Company by way of an
unsecured floating rate intra-Group facility.

11.6 CONSENTS TO BE NAMED IN THIS
OFFER DOCUMENT

None of the parties referred to below has authorised or
caused the issue of this Offer Document or made any
statement that is included in this Offer Document or any
statement on which a statement made in this Offer Document
is based, except as specified below. Each of the parties
referred to below, to the maximum extent permitted by law,
expressly disclaims all liabilities in respect of, makes no
representations regarding, and takes no responsibility for, any
statement or omission from this Offer Document, other than
the reference to its name and a statement in or report
included in this Offer Document with the consent of that
party, as specified below:

- Grant Samuel Corporate Finance Pty Ltd has given and
has not, before the date of this Offer Document, withdrawn
its consent to be named in this Offer Document as
financial adviser to the Group in respect of the Offer in the
form and context in which it is named;

- UBS AG, Australia Branch has given and has not, before
the date of this Offer Document, withdrawn its consent to
be named in this Offer Document as Underwriter and
financial adviser to the Group in respect of the Offer and
in the form and context in which it is named;

- Mallesons Stephen Jaques has given and has not, before
the date of this Offer Document, withdrawn its consent to
be named in this Offer Document as a legal adviser to the
Group in respect of the Offer and in the form and context
in which it is named;

- McCulloughs Robertson Lawyers has given and has not,
before the date of this Offer Document, withdrawn its
consent to be named in this Offer Document as a legal
adviser to the Group in respect of the Offer and in the
form and context in which it is named;

- KPMG has given and has not, before the date of this Offer
Document, withdrawn its consent to the inclusion of the
taxation letter in Section 10 and to otherwise be named in this
Offer Document in the form and context in which it is named;

- KPMG Transaction Services, (Australia) Pty Ltd has given
and has not, before the date of this Offer Document,
withdrawn its consent to the inclusion of the Investigating
Accountant’s Report in Section 10 and to otherwise be
named in this Offer Document in the form and context in
which it is named;
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- MFS has given and has not, before the date of this Offer
Document, withdrawn its consent to be named in this Offer
Document in the form and context in which it is named;

- Computershare Investor Services Pty Limited has given
and has not, before the date of this Offer Document,
withdrawn its written consent to be named in this Offer
Document as the Group’s registry and in the form and
context in which it is named;

- CB Richard Ellis Pty Ltd has given and has not, before the
date of this Offer Document, withdrawn its consent to the
inclusion of the reference to its valuation of certain
properties of the Group and to be named in this Offer
Document;

- Savills Pty Limited has given and has not, before the date
of this Offer Document, withdrawn its consent to the
inclusion of the reference to its valuation of certain
properties of the Group and to be named in this Offer
Document; and

- Jones Lang LaSalle Hotels has given and has not, before
the date of this Offer Document, withdrawn its consent to
the inclusion of the reference to its valuation of certain
properties of the Group and to be named in this Offer
Document.

11.7 INTERESTS AND FEES AND EXPENSES
OF PERSONS INVOLVED IN THE OFFER

Except as disclosed in this Offer Document, no person has
paid or agreed to pay an amount or given or agreed to give
any benefit to:

- a Director or proposed Director of the Company to induce
that person to become or qualify as a Director of the
Company; or

- any person named in this Offer Document as performing
a function in a professional, advisory or other capacity in
connection with:

- the formation or promotion of the Company; or
- the offer of New Securities under the Offer.

Grant Samuel Corporate Finance Pty Ltd has acted as joint
financial adviser to the Group in relation to the Offer. As at the
date of this Offer Document, the Group has paid or agreed to
pay Grant Samuel Corporate Finance Pty Ltd approximately
$1,300,000 for these services. An associate of Grant Samuel
may earn fees on normal commercial terms in connection
with the debt refinancing.

UBS AG, Australia Branch has acted as lead manager,
underwriter and joint financial adviser to the Group in relation
to the Offer. As at the date of this Offer Document, the Group
has paid or agreed to pay UBS AG, Australia Branch an
underwriting fee as described in the Summary of the
Underwriting Agreement.

MFS DIVERSIFIED GROUP PROSPECTUS AND PRODUCT DISCLOSURE STATEMENT

Mallesons Stephen Jaques has acted as a legal adviser to
the Group in relation to the Offer. As at the date of this Offer
Document, the Group has paid or agreed to pay Mallesons
Stephen Jaques approximately $190,000 for these services.
Further amounts may be payable to Mallesons Stephen
Jaques in accordance with its time-based charges.

McCulloughs Robertson Lawyers has acted as legal adviser
to the Group in relation to the Offer. As at the date of this Offer
Document, the Group has paid or agreed to pay McCulloughs
Robertson Lawyers approximately $370,000 for these
services. Further amounts may be payable to McCulloughs
Robertson in accordance with its time-based charges.

KPMG has acted as tax adviser to the Group in relation to
the Offer and has prepared the taxation letter included in
Section 10. As at the date of this Offer Document, the Group
has paid or agreed to pay KPMG approximately $83,600 for
these services. Further amounts may be payable to KPMG in
accordance with its time-based charges.

KPMG Transaction Services (Australia) Pty Limited (KPMG
Transaction Services) prepared the Investigating Accountant’s
Report in Section 10. As at the date of this Offer Document,
the Group has paid or agreed to pay KPMG Transaction
Services approximately $580,000 for these services. Further
amounts may be payable to KPMG Transaction Services in
accordance with its time-based charges.

CB Richard Ellis Pty Ltd [CBRE]) has prepared the majority
of the independent property valuations referred to in
Section 4. As at the date of this Offer Document, the Group
has paid or agreed to pay CBRE approximately $162,000 for
these services.

Savills Pty Ltd (Savills) has prepared some of the independent
property valuations referred to in Section 4. As at the date of
this Offer Document, the Group has paid or agreed to pay
Savills approximately $9,350 for these services.

Jones Lang LaSalle Hotels (JLL) has also prepared some of
the independent property valuations referred to in Section 4.
As at the date of this Offer Document, the Group has paid or
agreed to pay JLL approximately $23,176 for these services.



11.8 DIRECTORS’ HOLDINGS IN SECURITIES

AND OTHER INTERESTS

NUMBER OF NATURE OF

DIRECTOR SECURITIES HOLDING
Michael King Nil n/a
Craig White Nit n/a
Michael Hiscock Nil n/a
John Potter 28,666,098 Direct - 1,000,000
Indirect - 27,666,098

Anthony Bawden 13,531,966 Indirect
Brent Hailey 47,285 Indirect
Richard Anderson 30,000 Direct

Michael King and Michael Hiscock are Directors and also
shareholders of MFS. Craig White is an executive of MFS
Financial Services Limited, a wholly owned subsidiary of MFS.
The Responsible Entity is also a wholly owned subsidiary of
MFS. Accordingly, those fees paid to the Responsible Entity
and MFSDG in accordance with the Trust Constitution and the
Management Agreement, benefit MFS and these Directors.

The Directors of the Company have the following additional
interests:

NUMBER OF NATURE OF

DIRECTOR SHARES IN MFS HOLDING
Michael King 63,259,167 Direct - 1,303,529

Indirect - 61,955,638
Michael Hiscock 5,045,456 Direct - 1,121,213

Indirect - 3,924,243
Craig White 294,748 Direct
Brent Hailey 5,500 Indirect
John Potter 13,993 Indirect

11.9 OVERSEAS INVESTORS AND RESTRICTIONS
ON DISTRIBUTION OF THIS OFFER
DOCUMENT

The distribution of this Offer Document in jurisdictions
outside Australia may be restricted by law, and therefore
persons into whose possession it comes should seek advice
and observe any such restrictions. Any failure to comply with
these restrictions may constitute a violation of those laws.
The Rights Issue is available to Securityholders with an
address in New Zealand.

This Offer Document does not constitute an offer or invitation
to subscribe for or purchase New Securities in any
jurisdiction where, or to any person to whom, it would be
unlawful to issue this Offer Document. It is the responsibility
of any Applicant who is resident overseas to ensure
compliance with all laws of any country relevant to their
Application. The return of a duly completed Application Form
or Entitlement Form will be taken by the Group to constitute
a representation or warranty made by the Applicant to the
Group that there has been no breach of such laws and that
all necessary approvals and consents have been obtained.
However, Application Forms and Entitlement Forms which
do not specify an Australian address for service (or which
are accompanied by payment drawn on a foreign bank
account] will be rejected and returned unless the Applicant
provides evidence which satisfies the Issuers that the sale

of New Securities will not contravene the laws of any other
jurisdiction.

The Securities have not been and will not be registered under
the US Securities Act of 1933 (as amended) and may not be
offered or sold in the United States or to, or for the account or
benefit of, a Person (as defined in regulations pursuant to the
Securities Act of 1933). Accordingly, neither this Offer
Document nor an Application Form or Entitlement Form

may be sent to investors in the United States or otherwise
distributed in the United States.

11.10 COMPLAINTS HANDLING PROCEDURES

Client services consultants are available between 8.30am and
5.00pm (Sydney time), from Monday to Friday, by calling the
Registry on 1300 552 270. For investment advice, please
contact your financial adviser. If you have a concern, please
write to the Group at the address set out below or call the
Complaints Manager to register your complaint by telephone
on +61 7 5588 8888. The Group will acknowledge your
concern, investigate it and report back to you.

The Complaints Manager
MEFS Diversified Group
PO Box 7720 GCMC
Bundall QLD 9726

If you are dissatisfied with the response, you may raise the
matter directly with the Financial Industry Complaints Service
(FICS). Its contact details are:

Financial Industry Complaints Service Limited
PO Box 579

Collins Street West

Melbourne VIC 8007

Telephone: 1300 780 808
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11.11 PRIVACY AND YOUR PERSONAL
INFORMATION

The Application Form and Entitlement Form requires you to
provide information that may be personal information for the
purposes of the Privacy Act 1988 (Cwlth) (as amended). The
Responsible Entity (and the Registry on its behalf) collects,
holds and uses that personal information in order to assess
your Application, service your needs as an investor, provide
facilities and services that you request and administer the
Group.

The information may also be used from time to time to inform
you about other MFS products or services, which the
Responsible Entity considers may be of interest to you.

Access to information may also be provided to other MFS
group companies and to the Responsible Entity’s agents
and service providers on the basis that they deal with such
information in accordance with MFS’ privacy policy.

If you do not provide the information requested of you in the
Application Form or Entitlement Form, the Registry may not
be able to process your Application for New Securities or
administer your holding of Securities appropriately.

Under the Privacy Act 1988 (Cwlth], you may request access
to your personal information held by (or on behalf of) the
Responsible Entity. You can request access to your personal
information by writing to or telephoning the Registry

as follows:

MFS Diversified Group Privacy Officer
PO Box 7720 GCMC

Bundall QLD 9726

Telephone: +61 7 5588 8888

The Responsible Entity and Company has adopted the MFS
privacy policy. You can obtain a copy of that policy by visiting
the website at www.mfsdiversified.com.au.

11.12 LITIGATION AND CLAIMS

The only material litigation involving the Group is a
counterclaim for $1.35 million by a prior tenant from whom
the Group is claiming unpaid rental. The Group has a potential
liability of up to approximately $1.1 million in respect of a
claim against a prior subsidiary.

11.13 COOLING-OFF PERIOD

The New Securities issued under the Offer are not subject to
a cooling-off period as the Group is listed on ASX.

MFS DIVERSIFIED GROUP PROSPECTUS AND PRODUCT DISCLOSURE STATEMENT

11.14 EXPIRY DATE

No New Securities will be issued on the basis of the Offer
contained in this Offer Document after the date that is
13 months after the date of this Offer Document.

11.15 CONSENTS TO LODGEMENT OF THIS
OFFER DOCUMENT

Each Director of the Issuers has given, and not withdrawn
as at the date of this Offer Document, their consent to the
lodgement of this Offer Document with ASIC.

11.16 DIRECTORS’ STATEMENT

This Offer Document has been approved by unanimous
resolution passed by the Directors of the Company and
the Responsible Entity.

Dated: 8 May 2007

Signed

For and on behalf of

MFS Diversified Limited and

MFS Diversified Group Management Limited
as Responsible Entity for MFS Diversified Trust

o5

Craig White

Managing Director
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12.1 DEFINITIONS

The following definitions apply in interpreting this Offer Document and the Application Form, unless the context

otherwise requires:

$ and cents
AIFRS
Allotment Date

Applicant

Application

Application Form

Application Monies
Application Price

ASIC

ASTC Settlement Rules

ASX
ASX Guidelines
Base Management Fee

Board

Capital Raising
CHESS

Closing Date
Company

Company Constitution
Completion
Corporations Act
Directors

Distribution

Distributions per Security
(DPS)

Earnings per Security (EPS)
EBITDA

Entitlement
Entitlement Form

Existing Securities

Exposure Period

Financial Forecasts

Australian dollars and cents, the lawful currency of the Commonwealth of Australia
the Australian equivalent of the International Financial Reporting Standards
the date on which New Securities are issued to successful Applicants

a person who submits an Application in accordance with the conditions set out in this
Offer Document

the application for New Securities under this Offer

The Form in relation to the Priority Offer accompanying this Offer Document, as applicable,
upon which an offer to subscribe for New Securities may be made

monies received from Applicants in respect of their Applications
the sum of $0.85 for each New Security under the Offer
the Australian Securities and Investments Commission

the rules of ASX Settlement and Transfer Corporation Pty Ltd ABN 49 008 504 532 which govern
the administration of the CHESS

ASX Limited ABN 98 008 624 691 or, as the context requires, the financial market operated by it
the ASX Principles of Good Corporate Governance and Best Practice Guidelines
the base management fee further described in Section 9.3.1

the Board of Directors of MFS Diversified Limited and MFS Diversified Group Management
Limited as Responsible Entity of MFS Diversified Trust

the Offer and the Placement

Clearing House Electronic Subregister System and has the meaning set out in the ASTC
Settlement Rules

15 June 2007

MFS Diversified Limited ABN 38 117 546 326 and, as the context requires, its subsidiaries
the constitution of MFS Diversified Limited dated 13 December 2005

the date that the New Securities are allotted under the Offer

the Corporations Act 2001 (Cwlth)

the directors of MFS Diversified Limited and the Responsible Entity

distributions from the Trust and dividends from the Company

total Distributions divided by the number of Securities

net profit after tax divided by the total number of Securities
earnings before net interest, tax expense, depreciation and amortisation

the entitlement to 1 New Security for every 5.5 Qualifying Securities in the Group held on
the Record Date by Qualifying Securityholders

the form that accompanies this Offer Document which is to be used by Qualifying
Securityholders to accept their Entitlement

the Securities of the Group existing as at the Record Date

the seven day period after the date that this Offer Document is lodged with ASIC (although
it may be extended by up to a further seven days (up to a total of 14 days) by ASIC)

forecast financial performance for the Group based on Directors best estimate assumptions for
the period ending 30 June 2007 and for the year ending 30 June 2008 as provided in Section 8
of this Offer Document
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Forecast Period
Gearing

Group

Group Benchmark
GST

Investor

Issuers
Lead Manager
Listing Rules

Management Agreement

Management Fees
Manager

MFS

MFSDG

MFS Diversified Limited
MFS Group

MFS Managed Funds
Minority Directors

Net Tangible Assets (NTA)

New Securities

New Securityholders
Offer

Offer Document

Performance Fee

Placement

Placement Price

Placement Securities
Priority Offer

Qualifying Investors
Qualifying Securityholders

Record Date
Registry
Responsible Entity

six months ending 30 June 2007 and year ending 30 June 2008

net debt divided by total assets

the Trust and the Company

the S&P/ASX200 Property Trust Index

has the same meaning as in A New Tax System (Goods and Services Tax) Act 1999 (Cwlth)

any person or entity subscribing or considering subscribing for New Securities in the Priority
Offer, or exercising their Entitlement for New Securities under the Rights Issue

the Responsible Entity and the Company
UBS AG, Australia Branch
the listing rules of ASX

the agreement between the Company and MFSDG dated 15 February 2006 pursuant to which
MFSDG provides management services

the Base Management Fee and the Performance Fee
MFSDG and the Responsible Entity
MFS Limited ABN 90 107 863 436

MFS Diversified Group Management Limited ABN 77 116 506 882 in its personal capacity
(and not as Responsible Entity for the Trust)

MFS Diversified Limited ABN 38 117 546 326 and, as the context requires, its subsidiaries
MFS, and as the context requires, its controlled entities

managed funds which are managed by MFS

has the same meaning given to that term in the Company Constitution

net tangible assets per Security

the New Securities to be issued pursuant to this Offer Document and comprising one new
Share in the Company and one new Unit in the Trust

those Investors to whom New Securities are allotted on the Allotment Date
the offer of Securities in the Group pursuant to this Offer Document

this document, being a product disclosure statement and prospectus issued by the Responsible
Entity and the Company in relation to the Offer

the performance fee described in Section 9.3.2

offers to wholesale clients who do not require a prospectus or product disclosure statement,
of 188.9 million Placement Securities at a price of $0.90 per Security on or about 8 May 2007

the sum of $0.90 for each New Security under the Placement

the Securities issued under the Placement comprising one new Share in the company and one
new Unit in the Trust

the offer of New Securities to Qualifying Investors who will receive a priority in applying for
Shortfall Securities

shareholders of MFS or Investors in MFS Managed Funds on the register on the Record Date
with registered addresses in Australia

Securityholders as at 5.00pm (Sydney time) on the Record Date whose address is in Australia
or New Zealand

15 May 2007
Computershare Investor Services Pty Limited

MFS Diversified Group Management Limited (ABN 77 116 506 882) as Responsible Entity
for the Trust
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Rights Issue

Security

Securityholder
Share

Shortfall Securities

Trust
Trust Constitution
Underwriter

Underwriting Agreement

Unit
Unitholder
Villa World

the entitlement offer of 35.3 million New Securities made to Qualifying Securityholders
pursuant to this Offer Document

an ordinary fully paid stapled security comprising one Unit in the capital of MFS Diversified
Trust and one Share in the capital of MFS Diversified Limited

holder of Securities in MFS Diversified Group
a share in the Company

the difference between the 35.3 million New Securities being offered under the Rights Issue
and the number in respect of which Applications are received under the Rights Issue

MFS Diversified Trust ARSN 104 482 206 and, as the context requires, its controlled entities
the constitution of MFS Diversified Trust dated 13 April 2003
UBS AG, Australia Branch

the agreement between the Underwriter, the Company and the Responsible Entity dated
7 May 2007 and described in Section 11.4.1

a unit in the Trust
holder of Units in the Trust
Villa World Limited ABN 94 010 621 226
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CORPORATE DIRECTORY

MFS Diversified Limited
ABN 38 117 546 326

MFS Diversified Group
Management Limited
ABN 77 116 506 882

as responsible entity for
the MFS Diversified Trust
ARSN 104 482 206

precinct.com.au

DIRECTORS
Michael Hiscock
Non-Executive Chairman

Craig White
Executive Director

Michael King
Executive Director

Brent Hailey
Executive Director

Richard Anderson
Non-Executive Director

Anthony Bawden
Non-Executive Director

John Potter
Non-Executive Director

COMPANY SECRETARY

Caroline Barton

REGISTERED OFFICE

Ground Floor, 9 Ouyan Street
Bundall QLD 4217

LEAD MANAGER,
UNDERWRITER AND
JOINT FINANCIAL ADVISER

UBS AG, Australia Branch

Level 16, Chifley Tower
2 Chifley Square
Sydney NSW 2000

JOINT FINANCIAL ADVISER

Grant Samuel Corporate
Finance Pty Ltd

Level 6
1 Collins Street
Melbourne VIC 3000

LEGAL ADVISERS

Mallesons Stephen Jaques

Level 61, Governor Phillip Tower
1 Farrer Place
Sydney NSW 2000

McCullough Robertson Lawyers

Level 11, Central Plaza Two
66 Eagle Street
Brisbane QLD 4000

INVESTIGATING ACCOUNTANT
KPMG Transaction Services (Australia)
Pty Limited

Level 16, Riparian Plaza

71 Eagle Street
Brisbane QLD 4000

AUDITOR

PricewaterhouseCoopers
Level 15, Riverside Centre

123 Eagle Street
Brisbane QLD 4000

REGISTRY

Computershare Investor Services Pty
Limited

GPO Box 523

Brisbane QLD 4001

Facsimile: +61 7 3237 2152

MFS DIVERSIFIED GROUP
INFOLINE

Callers within Australia:
1300 787 695

Callers outside Australia:
+61 3 9415 4639



MFS Diversified Limited
9 Ouyan Street

Bundall QLD 4217
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The offer — $200 million capital raising

®  MFS Diversified Group (the Group or MFT) is a diversified property business with
activities in property investment, communities development and asset and capital
management

®  The Group is seeking to raise $200 million (increasing market cap to ¢.$400m)
comprising
— $170 million institutional placement
— $30 million non renounceable entitlement offer

— Priority offer to MFS Limited shareholders and securityholders of MFS managed funds
(available to the extent that MFT securityholders do not take up their full entitiement)

®  The capital raising is being undertaken to restructure the capital position of the Group,
allowing growth of core business operations
— Repayment of expensive acquisition financing facilities, including preferred equity units

— Triggers refinancing of Group debt facilities, reducing debt costs materially - $450 million
multi-option facility

— Reduces pro-forma gearing to 33% from 59% (target range of 35-45%)

. We are targeting to be a leading Australian integrated property group providing above average
DPS/EPS growth on a sustainable basis
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Last twelve months

" The business has been significantly restructured over the past twelve months
Trust

— Divestment of non core assets — 10 assets with a value of $56 million

— Divestment of Village Life portfolio — 23 retirement villages for $59.5 million (agreed unconditional
terms. Settlement by 30 June 2007)

— Growth of core investment portfolio — 9 assets with a value of $127 million
Company
— Divestment of non core assets — Guardian Aged Care business and Dolphin Arcade
— Divestment of 20% stake in Village Life (agreed unconditional terms, settlement by 30 June 2007)
— Significant growth in development pipeline — 2,584 lots acquired since 30 June 2006

— New commercial development and syndication businesses staffed up and ready to launch (the cost
of running these new businesses are in the forecast, however no profits have been forecast)

" Development & Trust structure to deliver synergies going forward

" Strong track record of delivery upon stated strategies, with forecasts always met or exceeded in the past
New Managing Director

. Guy Farrands appointed as Managing Director of MFT, starting early next financial year

. Appointment to materially upgrade profile of MFT and drive new direction

®  Reporting directly to Michael King (CEO, MFS Limited)

DIVERSIFIED GROUP 5



Business profile

Earnings composition currently weighted
to Company

Company earnings predominantly comprise
residential development earnings

— Diversified development business underpinned
by a residential development pipeline of 6,489
lots with a GDV of $1.5 billion, and commercial
development capabilities

— Future earnings to be derived from new
commercial development and syndication
businesses (only costs included in forecast)

Trust earnings to be majority of group earnings

over the medium term

— Investment portfolio of 27 properties with a value

of $338 million

— Can grow via in-built growth of 25%
= Trust development pipeline of 5 projects

with completion value of approx $130 million

= Large pipeline of assets to acquire off-
market through MFS Limited

FYO8 forecast EBITDA composition
(excluding inter-entity interest income)

Trust EBITDA
40%

Company EBITDA
60%

Pro forma gross asset composition as
at 31 December 2006

Other Investment properties

14% 40%

Intangibles
7%

Inventory
39%
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Key benefits of the Offer

Attractive forecast DPS yield Forecast DPU yield

"  Forecast FY08 reported EPS vyield of 9.0%"2 12% oo,
®  Forecast FY08 cash EPS yield of 12.3%123 9%

®  Forecast FY08 DPS Yield of 9.9%?2 6% 5.2%

— 415 bps premium to Aus 10 year bonds* 3%
— 440 bps premium to S&P/ASX 300

4 0%
Property Index Stapled LPTs* FYO08
Low premium to NTA Premium to NTA
®  Pro forma NTA at 31 Dec 06 of $0.81 120% 107.3%
— 11.1% premium to NTA at $0.90 offer price 100% 84.4%
S 80%
— Significantly below sector averages °
60%
Low gearing 40%
. 20% 11.1%
"  Pro forma gearing of 33% o
(V]
| Positioned for growth MFT LPT Sector* Stapled LPTs*
Notes:
1. Difference between reported EPS yield and cash EPS yield is fair value accounting adjustments at the consolidated group Source: UBS Research estimates
) llzZE:ea:rii ;’eosfus% o; (t)he acquisition of Villa World
3. Includes profit on the sale of Dolphin Arcade and excludes other non cash items
4. As at4 May 2007 DIVERSIFIED GROUP 7
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MFT: A diversified property business

®  Externally managed by MFSDG a subsidiary of MFS Limited (MFS)
®  MFS provide

— Strategic management and transaction sourcing

— Additional balance sheet if required
— Retail distribution capabilities (important in the early lifecycle of the Group)

®  The Group is rich in opportunities and funding capacity

MFS Diversified Group
r—--"--"--=----"-=-"=-"=-"=-"=-"=-"=-""-"=-=-"-""-""-"="-""-""""= |
MFSDG l Staple :
(External Management) : _______ I
I

Commercial Residential .i
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The Manager: MFS Limited

®  MFS Limited (MFS) is a diversified investment and asset management company

— Real estate, tourism and alternative investments

®  Current market capitalisation of approximately $2.9 billion

®  Significant company owned retail distribution network

— 50,000 strong retail investor distribution network
— Approximately $4.5 billion in AuM across a broad range of investment products

®  Founder, cornerstone investor (c.15%) in MFT and responsible entity to the Trust

®  Strong alignment of interest

— Subscribing for $30 million under the offer (maintaining 15% interest — subject to renewal of
securityholders’ approval or an ASX waiver)

— MFT has first rights over commercial and residential development opportunities

® Real estate funds management is core to MFS ongoing strategy

®  Other areas of expertise
— Deal origination team (20+ people)
— Unlisted property division
— Income Fund - $1.5 billion of assets under management

DIVERSIFIED GROUP 10



Senior management

®  MFT has approximately 100 employees located across Gold Coast, Brisbane, Sydney
and Melbourne
— MFS provides dedicated MFT senior executive and all trust management (20 dedicated

professionals)
— MFS also has an additional 90 professionals to assist in the strategic management of MFT

where required

®  MFT management interests are aligned to deliver sustainable growth in line with the top
quartile of the property accumulation index by total return or DPS growth

Managing Director
Guy Farrands
20 yrs industry experience

Chief Executive Officer
Brent Hailey
26 yrs industry experience

GM Communities GM Asset and Capital o?ﬂéifr%pggﬁogr? GM Property Chief Financial
Development Management Secretar pany Investments Officer
Stuart Whitewood Paul Tuckey Caroline Ba?/ton Lynn-Maree Travers Michael Laffoley
15 yrs industry 12 yrs industry 21 yrs industry 25 yrs industry 25 yrs industry
experience experience experience experience experience
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Trust strategy

®  Objective to increase trust earnings to represent majority of group earnings over short to
medium term

®  Strong portfolio growth through third party acquisitions, development of existing Trust assets
and pursuit of commercial development opportunities

— Blend of 8-10% vyielding core plus properties
— MFS pipeline of acquisition opportunities

®  Access to stock through development opportunities

— 5 projects with an on completion value of approx $130 million across retail and industrial sectors

®  Core plus property acquisition pipeline currently under review of ¢c.$140 million
®  Active management with a view to enhancing yield and value and de-risking earnings
®  Sector diversification: commercial, industrial, retail and alternative assets

®  Geographical diversification: focus predominantly on east coast of Australia and NZ and no

intentions of diversifying offshore

DIVERSIFIED GROUP 14



Trust assets

" $338 million diversified investment portfolio comprising 27 properties across the retail,
industrial, commercial and pub sectors with a weighted average cap rate of 7.8%

®  Located across Australia and New Zealand but predominantly in Queensland

"  Development pipeline of approx $130 million on completion value across 5 projects
(estimated yield of 9.1%)

®  Completed rationalisation of non core portfolio over the past 12 months

Portfolio sector diversification Portfolio geographic diversification
by value by value

Pubs VIC

6% NZ 6%

9%

Industrial
31%

Retail

43%

QLD
NSwW 55%

30%

MES
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Portfolio summary

Group’s Valuation Independent valuation Capitalisation Occ. WALE Over/(under) renting
Property interest (%) date ($m) rate (%) rate (%) (years) (%)
Retail
Gympie Road, Carseldine, QLD 100 Dec-06 39.5 7.0 100 4.3 0.0
Waterford Plaza, Waterford West, QLD 100 Dec-06 24.2 7.0 98 6.6 0.0
Caltex Service Centre Portfolio, aLp? 100 Oct-06 19.9 8.0 100 8.6 0.0
Woodville Road, Villawood, NSW 100 Dec-06 17.0 7.3 100 3.2 (4.0)
Blaxland Road, Campbelltown, NSW 100 Dec-06 14.0 8.0 98 5.6 0.0
Osborne Road, Mitchelton, NSW 100 Jul-06 7.0 8.3 66 3.5 0.0
Belgrave Street, Kempsey, NSW (development land) 100 N/A 6.5' 7.5° N/A N/A 0.0
Cnr Currie and Maud Streets, Nambour, QLD 100 Dec-06 4.8 9.0 68 1.4 0.0
Woolgar Road, Gympie, QLD (development land) 100 N/A 6.9 7.3° N/A N/A 0.0
Deception Bay Road, Deception Bay, QLD 100 Jan-07 4.7 8.5 100 3.0 —
Subtotal / weighted average 144.5 7.5 96 5.2 (0.5)
Commercial
Q & V Building, Queen Street Auckland, NZ 100 Dec-06 29.2 7.8 100 5.1 (10.0)
Brunswick Street, Fortitude Valley, QLD 100 Oct-06 18.5 8.3 100 4.6 0.0
Moreland Road, Brunswick, VIC 100 Dec-06 10.5 7.8 100 0.7 18.7
Baroona Road, Milton, QLD 100 Dec-06 6.5 7.5 100 3.3 (11.8)
Nerang Street, Southport, QLD 100 Dec-06 2.9 7.5 100 0.4 (7.1)
Subtotal / weighted average 67.6 7.9 100 3.8 (2.9)
Industrial Property
North Rocks Road, North Rocks, NSW 100 Aug-06 341 8.3 100 7.6 34
95 Mina Parade, Alderley, QLD (to be residential)5 100 Dec-06 6.1 7.8 100 1.7 N/A
117 Mina Parade, Alderley, QLD (to be residential)5 100 Dec-06 11.0 8.8 100 0.5 N/A
Burnside Road, Stapylton, QLD 100 Dec-06 21.0 8.5 100 2.0 (2.8)
Station Road, Seven Hills, NSW 100 Dec-06 10.3 8.3 100 1.5 21
Loyalty Road, North Rocks, NSW 100 Dec-06 9.4 8.3 100 1.2 10.0
Tullamarine Park Drive, Tullamarine, VIC 100 Dec-06 8.1 7.5 100 1.5 0.0
Gilba Road, Giraween, NSW 100 Dec-06 3.7 8.5 100 2.4 5.0
Subtotal / weighted average 103.7 8.3 100 2.7 2.2
Pubs
The Shamrock Hotel & Motel, Mackay, QLD 100 Nov-06 15.7 8.0 100 19.8 0.0
Hermit Park Hotel, Townsville, QLD 100 Dec-06 6.1 8.3 100 19.6 0.0
Subtotal / weighted average 21.8 8.1 100 19.7 0.0
Total portfolio / weighted average 337.6° 7.8 98 5.1 (0.1)
Notes:
1. Development land. No valuation, recorded at cost. Estimated on completion value of $23.6 million and capitalisation rate of 7.5%

. Development land. No valuation, recorded at cost. Estimated on completion value of $24.0 million and capitalisation rate of 7.3%
. Estimated on completion capitalisation rates and initial yields M S

. Proposed residential developments
. This will not reconcile to the 31 December 2006 financial statements as this table is current at the date of this presentation and therefore includes acquisitions and disposals that have occurred since 31 December 2006 DIVERSIFIED GROUP 16
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Rent review profile

®  Trust portfolio characterised by high occupancy levels, a long weighted average lease term
to expiry and high retention rate

— Occupancy 98%
— WALE 5.1 years (by income)

— Passing rent 0.1% discount to market

" >90% of expiries in FY08 are expected to renew based on current discussions
®  Tenant retention of 100% in the 12 months to 31 December 2006
" 38% weighting to fixed reviews for FY08

— Weighted average increases of 2.6%

Lease expiry profile (by income) Next rent review by type (by income)
60% 100 |
40% S 32
20% 21% - 48 51
20% 1% 14% 59% 9% 6% 6% 59 (2.9% weighted ave) (2.6% wei:gshid ave) (2.4% weiahted ave)
1% ° 2% ° PP 9
0% FYO07 FY08 FY09
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017+ M Fixed CPI M Market

Notes:

1. As at 31 March 2007
2. Excludes the Village Life Portfolio. Unconditional terms agreed for sale.
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Managing the lease expiry profile

- Based on current discussions >90% of short dated lease expiries expected to renew

" Forecasts assume a weighted average of 2.8 months rent free and 2.5 months let-up allowance on all
expiring leases in the forecast period (by income)

. Renewal assumptions based on current market rentals

Expiry % of 2008 (Under) / over
Property date expiry renting (%) Commentary
117 Mina Parade, Alderley, QLD Aug-07 21 20 = Tenant has requested an 8 month extension
= New tenant for 3 years required, until redeveloped
= Strategically designated for residential development
Moreland Road, Brunswick, VIC Oct-07 18 19 Custom built building for existing tenant

Tenant has indicated that they will renew
Tenant is planning for a $2.5 million redevelopment
Option to renew increases rent by 2.5%

25 Loyalty Road, North Rocks, NSW Apr-08 13 4 = Tenant has expressed an interest in entering into a longer
term lease to secure their tenure
= Currently under negotiation with property manager
Burnside Road, Stapylton, QLD Apr-08 7 3 = AQuality of road ways needed to be improved
= Roads are currently being fixed and tenant is closely
associated with other tenants in the estate

95 Mina Parade, Alderley, QLD Sep-07 7 — = |tis expected that tenant will renew under 3 year option
= Site is specific to tenants needs

Brunswick Street, Fortitude Valley, Aug-07 6 — = Tenant has requested an 18 month extension
QLD * Rentincreased 31%
Burnside Street, Stapylton, QLD Mar-08 4 — = Tenantis closely associated with other tenants in the estate

= |tis expected that the tenant will renew under option
Other small expiry leases 24 — = |ndividual leases do not exceed 0.5% of total rent per annum
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Development pipeline

5 properties currently being reviewed / under development with an estimated on-completion
value of approx $130 million

Acqn. Est. on Est.
price  completion completion Est.
($m) value ($m) date Yield %  Project status / description
Waterford Plaza Shopping 11.3 247 Completed 8.5 = Redevelopment of existing shopping centre
Centre, QLD Apr 07 =  Expansion and conversion of the existing Bi-Lo to a Coles and
a re-configuration and re-mixing of the existing specialty
tenants
= Construction commenced Aug 06
= 98% leased
= 12 month rental guarantee provided by development manager
Kempsey Riverfront Plaza, 3.4 23.6 Sep 08 7.8 = Development of greenfield site
NSW = DA approved
=  Agreement to lease executed with Coles and Target Country
Gympie Southside Shopping 5.8 22.0 Late 08 7.5 = Development of greenfield site
Centre, QLD = Currently completing feasibility
=  Advanced stages of negotiation with major tenant
Burnside Road, Stapylton, 12.5 48.0 Late 08 11.0 = Development of over five stages to increase net lettable area
QLD by 53% to 46,594 sqm.
= Currently completing feasibility
Deception Bay Road, 4.3 11.0 Mar 08 79 = Redevelopment of existing shopping centre
Deception Bay, QLD *=  Plans to increase the centre to approximately 3,000m?
=  Advanced stages of negotiation with a major tenant
95 & 117 Mina Parade, 171 N/A N/A N/A = Residential development in planning stage
Alderley, QLD = Will be developed in the Company
Total / weighted average 54.4 129.3 9.1




Case study — Burnside Road, Stapylton

Property description

. Assortment of older style and modern
industrial buildings, providing a total of
31,025 sgm of lettable area

Development

. Development Application is being sought for
a development increasing the NLA by 53%

. Development consists of an additional
16,339 sqm of warehouses in 5 stages. The
development also includes canopy,
hardstand and carparking

Leasing

. Currently dealing with a list of tenants who
have expansion requirements, or have
identified the Yatala precinct for their future
operations
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Purchase price ($m) 12.5*
Total development cost ($m) 16.1
Value on completion ($m) 48.0
On completion cap rate (%) 7.75
Project IRR (%) 55.2
Commencement date Mar 07
Completion date Dec 08
Developer The Group
Development profit ($m) n/a
Anchor tenant TBD
On completion NLA (m2) 47,364
* Current Book Value $21m
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Case study — Waterford Plaza

Property description

. Single level, semi-enclosed neighbourhood shopping
centre located approximately 27km south east of
Brisbane, consisting of a Coles and 34 specialty
tenants

Development

. DA was granted to expand the formerly Bi-Lo
supermarket to 2,532 sqm

- These works are now completed Key statistics
Current Book Value ($m) 23.3

" Bi-Lo has re-launched as Coles on a new 15 year

. ) Purchase price ($m) 11.3

lease with 2 x 10 year OpthhS Total development cost ($m) 9.0
Leasi ng Value on completion ($m) 24.7
. The development agreement provided for a rental on _Complet'on cap rate (%) 70
guarantee over 3,255 sqm (54% of the redeveloped Project IRR (%) n/a
NLA) of 5-7 years for the speciality stores and 15 Commencement date Aug 06
years for Coles Completion date Apr 07
Developer Parmac

. Of this 3,150 sgm has been leased at or above the Development profit ($m) n/a
guaranteed rental rate and term Anchor tenant Coles

On completion NLA (m2) 6,200
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Case study — Kempsey Riverfront Plaza

Property description

. A greenfield development site on the edge of
Kempsey CBD which has been purchased via call ——
options over three parcels of land

Development

. DA has been approved for an enclosed shopping
centre, comprising a Coles, Target and 1,300 sqgm
of specialty stores

Key statistics

Leasin Current Book Value ($m) 6.7
g

) Purchase price ($m) 34

" Coles and Target Country have signed agreements
. Total development cost ($m) 16.9

to lease of 3,700 sgm and 1,200 sgm respectively

Value on completion ($m) 23.6
" A project leasing team will be appointed to lease On completion cap rate (%) 7.5
the remaining 1,300 sgm of specialty stores Project IRR (%) n/a
Commencement date Mar 07
Completion date Sep 08
Developer Parmac
Development profit ($m) n/a
Anchor tenant Coles & Target
On completion NLA (m2) 6,200
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Company strategy

®  Core business of speculative land and housing development (Residential Communities
Development)

— Not a contract home builder

= Volume speculative building — limited client interface until product is complete
= Volume speculation provides economies of scale and procurement efficiencies

— Primary target market is affordable homes, generally servicing second and subsequent
home buyers in the middle income bracket

®  Creation of two new business operations has commenced and ready to launch

— Commercial development (office, retail and industrial) — leverage existing platform

— Asset and capital management (establishment and management of residential development
syndicates) — leverage MFS retail distribution and funds management platform

®  Recently employed management resources to grow new business initiatives
— Forecasts include costs, but assume no earnings from new business

®  80-90% corporate payout ratio (not a material impact on FY08 DPS)
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Residential business model

®  Residential communities development division has three business lines

— Land development — subdivision and sale of land without a house
— House and land — development of house and land packages
— Integrated housing — town house, mixed housing developments, and medium density

®  Target margins average 18% “profit on cost” across product lines

®  Staged development minimises capital outlay through project
— Developed stage by stage, typically 25 — 30 houses per stage

®  Longer term projects are generally purchased under term payment arrangements giving
enhanced returns on equity

®  Majority of civil and building construction delivered through long term relationships with sub
contractors and suppliers

— Key supply contracts locked in on an annual basis
— Most labour related subcontractors paid weekly to attract highly competitive rates

®  Average cost of $565 per sqm compared to majority of competitors of >$700 per sgm for

equivalent specifications
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Residential pipeline

®  The residential communities development division currently has a development pipeline of
6,489 lots with an estimated gross realisation value of ¢.$1.5 billion

®  In the right locations
— Growth markets of QLD and VIC

— 4% in NSW
Development pipeline by geographical Development pipeline by product type
diversification by lots diversification by lots
Integrated House and land
Housing 29%

7%

QLD

44%
VIC

52%

NSW Land
4% 64%

MES
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Residential pipeline

Lots remaining as at Gross remaining Completion
Project name Location 31 Mar 07 dev value (A$m) Start date date 2007 2008 2009
Land
Aspect QLD 36 7.5 Jul-06 Jul-07 134 -
Epping Road VIC 147 24.7 Mar-09 Mar-11 - -
Cornell's Hill VIC 195 32.6 Apr-08 Sep-10 - 18
Clyde North? VIC 911 166.7 Oct-07 Nov-13 - 132
Ashley Park — Residential’ VIC 654 100.0 Apr-09 Oct-13 - -
Ashley Park — Commercial’ VIC 2 6.8
Walana Crescent NSW 63 34.8 Dec-07 Oct-08 - 42
Longhill Road QLD 157 38.6 Jun-06 Jun-10 c 63
Sub-total 2,165 411.7 134 255 >300
House and land
North Park QLD - 12.7 Apr-05 Dec-06 B3] -
The Sanctuary QLD 37 14.2 Oct-06 Jul-07 60 -
Knightsbridge QLD 60 21.1 May-05 Dec-07 93 18
Bellbrook QLD 298 92.7 Dec-05 Jul-13 12 48
Hastings QLD 70 21.0 May-07 Mar-08 14 56
Pebble Beach QLD 64 20.5 Jul-06 May-08 61 37
Freshwater QLD 321 97.0 May-07 Feb-11 10 84
The Reserve QLD 61 22.9 Feb-05 Dec-07 60 32
Koala Beach NSW 41 15.4 Nov-06 Dec-07 34 19
Couture? QLD 96 36.8 Jan-07 Jul-08 40 58
Jacobs Ridge QLD 64 23.7 Apr-07 Jun-08 14 48
Mt Cotton Village — Residential QLD 535 209.2 Nov-07 Mar-16 - 48
Mt Cotton Village — Commercial’ QLD 1 2.0
Mariner's Cove'’ QLD 18 6.3 May-07 Jan-08 4 14
Hervey Bay House! QLD 19 6.5 Aug-07 Dec-07 - 19
St Vincents Rd! QLD 54 20.8 Nov-07 Dec-08 - 32
Algester Road QLD 29 9.5 Jun-06 Jun-08 - 29
Goldmine Drive QLD 37 13.9 Jun-06 Jun-09 - 20
Promenade VIC 20 7.3 Jun-06 Jun-08 - 20
Other completed projects 27 -
Sub-total 1,825 653.5 462 582 >200

MES
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Residential pipeline

Lots remaining as at Gross remaining Completion
Project name Location 31 Mar 07 dev value (A$m) Start date date 2007 2008 2009
Integrated Housing
THIS QLD 110 42.9 Nov-07 Aug-09 - 40
Varsity Lakes QLD 27 10.3 May-07 Mar-08 6 21
Caprice QLD 89 36.3 May-08 Jul-10 - 14
Symphony QLD 75 27.0 Oct-07 Aug-08 - 67
Fraser Drive NSW 147 48.9 Dec-08 Jan-11 - -
Sub-total 448 165.4 6 142 >100

Joint Ventures

Augustus (75%)? QLD 600 84.0 Mar-07 Mar-13 27 53

Eynesbury — Residential (50%)? VIC 1,450 181.3 Aug-07 Nov-23 - 66

Eynesbury — Commercial (50%)2 VIC 1 5.0

Sub-total? 2,051 270.3 27 119 >200
Total (all categories) 6,489 1,500.9 629 1,098 >900

Notes:
1. FYO7 purchases
2. Lot numbers and values relate to the Group proportion only

. Existing owned pipeline to support FY09+ divisions profits
- High certainty over FYO7 forecast

— Land 93% settled or sold

— House and land 85% settled or sold

— 21 projects contributing profit
. Achieving prices above or in line with budget on all projects

- Development and building costs in line or below budget on all projects
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Residential pipeline

®  The Company has focused on increasing the development pipeline since 2004
®  Current development pipeline of 6,489 lots represents c.6 years supply

®  Increasing proportion of JV project contribution

® 2,584 lots have been secured FYO7 YTD

®  Significant growth in pipeline enables significantly increased lot sales in FY08

Historical development pipeline at period end Annual historical and forecast lot sales
|~ o T T 1
Projections
7.000 6,489 1,200 1,098
6,000 1,000 L
4,000 3,443

600
3,000

1,709 1,748 . 400

2,000

1,000 200

0 0

|
FY02 FY03 FY04 FY05 FY06 Current FY02 FY03 FY04 FY05 FY06 !_FYO?e FYO08e |

B Owned lots m MFT share of JV lots B Owned lots m MFT share of JV lots

Note: Villa World was consolidated on 1 October 2006. The data used pre 1 October 2006 in these charts is in relation to Villa World prior to it being acquired by the Group
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Residential growth strategy

®  Continue to grow pipeline in strategic locations

— Focus on management of pipeline to deliver consistent and stable growth
— Focus on development pipeline of longer dated projects to lock in future margins
®  Currently pursuing 9 project opportunities

— Contracted arrangements entered into for 630+ lots for ¢.3500 lots

— Land access arrangements under negotiation with two major developers of master planned
communities (SE Queensland and Melbourne sites)

®  Operations predominately QLD and VIC focused, with a small exposure in NSW

®  Continued focus on land development and growth into Victorian market
— VIC operations predominantly land only — now rolling out house and land model
®  Capital management

— Focus on capital efficient growth of business
— Acquisition terms
— Syndicate development funds through Asset and Capital Management division
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New Initiatives
1. Commercial Development

u New business initiative established to

— Build on the back of a successful residential development business
— Primarily to internally generate Trust assets to enhance stapled security returns

®  Recently employed Commercial Development Manager to drive growth in business
— Previously with Leighton Property Group
®  Currently 2 projects underway and preliminary feasibilities on 6

®  No earnings assumed over the forecast period for this business
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New Initiatives
2. Asset and Capital Management

®  The Asset and Capital Management division has been established to
— Create and manage residential development funds
— Enhance the Group’s capital efficiency and return on equity

®  The division is expected to generate earnings from the management of residential
development funds

— Equity raising and funds management fees (100% MFS)
— Project management fees (100% MFT)
— Performance fees (100% MFT)

®  MFS will distribute through their extensive retail distribution network

®  Funds likely to
— Be short term in nature—generally 2-5 years
— Encompass both land only and house and land projects

®  First fund likely to be rolled out over the next 6 to 12 months (2 year distribution
arrangement with MFS)

®  No earnings assumed over the forecast period for this business
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Syndicate case study

Amount
Syndicate Revenue (millions) ($) Comment
Land Sales 42.3 Land sales net of development and sales & marketing fees
Interest Income Conservative estimate of nil
Total Revenue 42.3
Development Costs 37.5  Total development costs
Syndicate Profit 4.8
Syndicate PDS Forecast Return to Investors
p.a. (%) 15-17  Forecast IRR range (dependant on leverage ultimately used)
MFT Revenue from Syndication
Land Acquisition fee ($) 1.0 5% of land acquisition cost
Development management fee ($) 1.9 4% of land sales
Sales and marketing fee ($) 1.2 2.5% of land sales. Paid to third party agents if necessary
Total fees projected ($) 4.1
Fees as a percentage of gross realisation (%) 9.7
Fees as a percentage of equity raised (%) 28.5 Assuming $14.4m equity raised
MFS Revenue from Syndication
Establishment fee ($) 0.7 1.5% of total expected development costs
Management fee over syndicate life ($) 0.7 1.5% of land sales
Total fees projected ($) 1.4
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Investment highlights

"  Attractive forecast distribution yield: FY08 distribution yield of 9.9%"

® Diversified and integrated income streams: Complementary and integrated property
investment, communities development and asset and capital management businesses

®  Secure and diversified Trust earnings: The Trust has a diversified portfolio of 27
properties across the retail, industrial, commercial and pub sectors, valued at $338 million

" Diversified Company earnings: The communities development division is underpinned by
a highly diversified land bank of approximately 6,500 lots with an estimated gross
development value of approximately $1.5 billion

®  Strong growth opportunities: Strategies to expand, further diversify and optimise the
performance of the property investment portfolio. The recent merger of MFS Diversified
Group with Villa World provides the Group with an opportunity to generate earnings growth
by expanding Villa World’s existing businesses and establishing new businesses

®  Experience and depth of management: The Directors and senior management team of
the group have significant expertise across the Group’s broad range of business activities.
Benefits from strategic relationship with MFS

Note:
1 Midpoint of indicative range
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Peer group analysis

FYO8 EPS yield FY08 DPS yield
0, 0,
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Notes: Assumes MFT security price of $0.90.
Source: IRESS, UBS Research, consensus estimates (where no UBS coverage), Company reports. DIVERSIFIED GROUp 36

Stockland

©
c
<
~
o
]
=
n

Australand
MES
Diversified
Australand

I

MES



Timetable

Lodgement of Offer Document and presentation with ASIC 9am, Tuesday 8 May
Trading halt 9am, Tuesday 8 May
Placement books close 4pm, Tuesday 8 May
Record date for Rights Issue 5pm, Tuesday 15 May
Institutional settlement of Placement Securities Tuesday 15 May
Institutional allotment and ASX trading of Placement Securities Wednesday 16 May
Rights Issue offer opens Friday 25 May
Rights Issue offer closes Friday 15 Jun
Rights Issue allotment Monday 25 Jun
Expected commencement of trading of Rights Issue Securities on ASX Monday 25 Jun
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The Offer

Placement

. To raise approximately $170m

= Placement securities do not rank for Entitlement Offer

" Do rank for 2.25 cps distribution for quarter ending 30 June 2007
Entitlement offer

. To raise approximately $30m

= 1 for each 5.5 securities held

" PDS to be lodged with ASIC on Tuesday 8 May

. Record Date of Tuesday 15 May

" Do rank for 2.25 cps distribution for quarter ending 30 June 2007
Priority offer

" Open to MFS Limited shareholders and securityholders of MFS managed funds

. Available only to the extent that there is a shortfall under the Entitlement Offer
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Source and application of funds

Sources of funds $m
Rights Issue and Priority Offer 30.0
Placement 170.0
TOTAL SOURCES OF FUNDS 200.0
Application of funds $m
Repayment of interest bearing liabilities 146.5
Repayment of preferred equity units 40.0
Issue costs 7.9
Debt establishment costs 5.6
TOTAL APPLICATION OF FUNDS 200.0
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Appendix 1 — Financial
iInformation



Profit and loss statement

Forecast statement of financial performance

Six months
ended 12 months ending

31 Dec 2006 30 Jun 2007 30 Jun 2008
($ millions) actual forecast* forecast?
Revenue 59.8 188.8 359.4
EBITDA® 19.5 33.9 51.5
Finance costs (16.0) (31.5) (16.5)
Depreciation and amortisation (0.3) (0.9) (1.1)
Total profit before tax 3.2 1.6 33.9
Tax benefit / (expense) 2.8 4.9 (0.2)
Profit from continuing operations 6.0 6.5 33.7
Loss from discontinuing operations (net of ’tax)4 (1.1) (1.1) -
PAT before amounts attributable to ordinary Securityholders 4.9 54 33.7
Earnings Per Security 4.9 3.3 8.1
Earnings Per Security (excluding FVAs on VWD)5 9.0 11.0
Distributions per Security 4.0 8.5 8.9

Notes:

1 The forecast for the year ending 30 June 2007 is an aggregation of the actual performance for the Group for the six
months ended 31 December 2006 and the forecast performance of the Group for the six months ending 30 June 2007
assuming the debt refinancing and equity raising occurs on 5 May 2007.

2 The forecast for the year ending 30 June 2008 reflects a full year impact of the debt refinancing and equity raising.

EBITDA represents earnings before interest expense, tax expense, depreciation and amortisation.

4 Loss from discontinuing operations primarily represents the sale of Villa World’s 70% interest in the Guardian Aged
Care Group.

5 FYO08 includes one off items of $8.4 million, including the sale of Dolphin Arcade.

w

MES

DIVERSIFIED GROUP 41



Pro forma balance sheet

Pro forma consolidated balance sheet as at 31 December 2006

Pro forma Pro forma
($ millions) Actual adjustment Pro forma ($ millions) Actual adjustment Pro forma
Current assets Current liabilities
Cash 17.0 - 17.0 Borrowings 307.1 (307.1) -
Inventories 114.0 - 114.0 Other 76.1 - 76.1
Other 76.1 (25.6) 50.5 Total current liabilities 383.2 (307.1) 76.1
Total current assets 207.1 (25.6) 181.5 Non-current liabilities -
Non current assets Borrowings 226.8 65.5 292.3
Investment properties 324.2 20.8 303.4 Other 61.5 - 61.5
Inventories 204.9 - 204.9 Total non-current liabilities 288.3 65.5 353.8
Investments 2 - 2 Total liabilities 6716 (241.6) 429.9
Intangibles 56.5 - 56.5
NET ASSETS 202.8 191.0 393.8
Other 60.0 (4.2) 55.8
Equity
Total non current assets 667.2 (25.0) 642.2
Parent entity interest 208.3 191.0 399.3
Total assets 874.3 (50.6) 823.7 Minority interest (5.5) i (5.5)
Total equity 202.8 191.0 393.8
Number of securities on issue (m) 193.9 [224.2] 418.1
NTA per Security $0.76 $0.81
Gearing (net debt/total tangible assets) 59% 33%
Note:

1 Includes the disposal of the Village Life retirement village portfolio for $59.5 million and

Village Life shares for $3.1 million.
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Capital management

Group gearing position
® High initial gearing, acquisition of Villa World

and growth in Trust portfolio resulted in a 0%

high gearing ratio and cost of debt 50 59%
®  Currently 5 facilities in place at a weighted 50%

average of 8.4% 40% 33
® All group debt facilities to be replaced post 30%

capital raising, delivering significant cost 20%

savings 10%

— Forecasts assume 1.00% margins on weighted 0%

average base rate of 6.49% 31-Dec 31 Dec

pro forma

® Gearing levels target 35-45% on a long term
basis

®  Current strategy to hedge majority of interest
rate exposure for an average duration of 5
years+
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Appendix 2 — Distribution
yield and NTA sensitivity



Distribution yield and NTA sensitivity

Issue price ($)
085 086 087 088 089 090 091 092 093 094 0.95
FYO8 distribution yield (cents) = 8.7 8.8 8.8 8.9 8.9 9.0 9.0 9.0 9.1 9.1 9.2

NTA/share ($) 0./9 0.79 080 0.80 080 081 081 0.82 082 0.82 0.83
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Appendix 3 — Residential
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division information



Residential Communities Development
— FYO7 year to date sales performance

[ Sales and building programme FYO7 forecast performance YTD
currently on track FYQ7 forecast settlements (lots) 629
= o Settled to date (lots) 410
545 sales (87%) at 31 Mar 07 Sold yet to settle (lots) 135
" 28 sales per month remaining to Yet to be sold (lots) 84
achieve FYQ7 forecast
. Settled year to date (%) 65
®  Currently selling 50-60 per month Settled or sold year to date (%) a7

— January — 52 lots sold
— February — 51 lots sold % yet to be sold (%) 13

— March — 63 lots sold
Ave forecast net sale price — House and

- Achieying pricgs above budget on land" (3000s) 333
majority of projects Ave forecast trading margin — House and o1

"  Development and building costs land (%)
being delivered within budget on all Ave forecast net sale price — Land’ (000s) 192
projects Ave forecast trading margin — Land (%) 36
No. of projects contributing to profit 21

Notes:
1. Net of GST

2. Year to date numbers are as at 31 March 2007
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Residential Communities Development
— FYO7 year to date sales performance

" Majority of FYO7 earnings derived from FYO7 forecast lot settlements by
house and land development product type

® 21 projects contributing profit

Integrated housing

®  High certainty over FYQ7 forecast House and land 1%

— Land 93% settled or sold 3%

— House and land 85% settled or sold Land

26%

®  Building program on track to deliver 40
more homes compared to sales
forecast for FYQO7 FYO7 forecast lot settlements by

geographical location

NSW
6%
QLD
94%
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Residential Communities Development
— FYO08 forecast financial performance

®  Substantial increase in forecast FYO7  FY08 Change %
settlements
Revenue ($m) 189.8 = 291.2 1014 153
— Growth in pipeline over past 2 years
_ _ EBITDA ($m) 340 444 104 131
— VIC increase from Nil to 170
— JV projects coming on line — 27 to EBITDA Margin (%) 18 = @

119 lots Margin on cost (%) 22 17 (5) 123
®  Margins moderate over FY08 due to

Forecast settlements (lots) 629 @ 1,098 469 175
— Changing product mix Average forecast net sales 333 334 1 ]
. . . price — House and land ($m)
— Conservative sale price assumptions
Average forecast net sales 192 161 31) 116
— Front ended infrastructure costs for price — Land ($m)
newer and larger projects Forecast rate of sale per 7 5 1) 114
project pcm
Number of projects contributing o1 27 6 1929

to profit

Note: FYQ7 assumes a full year of Villa World operations. Villa World was
consolidated on 1 October 2006
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Greater contribution from land only
Victorian sales mostly land only

Integrated housing provides greater
diversification

House and land includes construction
on pre-developed land

Diversification brings lower margins but
greater certainty of earnings

Residential Communities Development
— FYO08 forecast sales performance

FYO08 forecast lot settlements by
product type

Integrated housing
13%

House and land
53%

Land
34%

FYO08 forecast lot settlements by
geographical location

VIC
20%
QLD
75%

NSW
5%
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Residential Communities Development
— FYO08 forecast financial performance

®  FYO08 forecasts assume 10 year historical median house
— No price growth FY07 to FY08 price growth
— Maintain historical sales rate , Capital city
year to Brisbane Melbourne average
® Independent valuation review of sales Dec 96 (0.7)% 4.0% 0.0

rates and sales prices for all projects

i Dec 97 1.8% 12.2% 6.0%
where no prior MFT sales precedents
exist Dec 98 0.7% 9.8% 6.4%
. . Dec 99 1.4% 15.2% 9.5%
— Valuer oplneq that all .sales price and Dec 00 559 9.7% 6.6%
rate assumption considered reasonable
) . Dec 01 9.7% 20.6% 15.5%
— Review of FY08 76% of projects by ’ ° ’
EBITDA Dec 02 26.4% 12.2% 18.7%
Dec 03 38.8% 15.5% 19.4%
Dec 04 3.4% 0.4% 0.2%
Dec 05 3.7% 2.9% 2.3%
Dec 06 71% 8.1% 8.3%
Average 8.9% 10.1% 8.6%
Source: ABS
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Market commentary — Queensland

" 44% of current development pipeline is in Queensland

®  Over 2005/ 2006, Queensland recorded the largest population growth of all Australian
states and territories (HIA)

®  Current under supply in new housing stock

®  Low median house price of $339,500 compared to Sydney ($523,600) and Melbourne
($391,000) (REIA — Dec Qtr)

®  Rental vacancy rate at 1.5% — constrained rental market driving rents up — people preferring
to buy

®  Shortage of land supply in some Local Authority areas is supporting government push for
more medium density — we are well placed to take advantage of these opportunities through
our integrated housing model

®  New home sales in Queensland up 13% on December. Have increased steadily over last
2 quarters
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Market commentary — Victoria

®  52% of current development pipeline is in Victoria
®  Victoria’s population increased by 68,500 people, or 1.4%, over 2005 / 2006

®  Victorian market gathering momentum from significant attraction of overseas migrants
driving high inflow

®  Affordability and job security are key attractors for migrants compared with Sydney
®  Melbourne rental vacancy rate 1.7% - rents increasing
®  Establishing a building company in Melbourne based on highly successful SEQ model

®  January new home sales increased by 7.3% (compared to December). Two months of
consecutive growth after declining then flat results in 2006
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Appendix 4 — Management
fees and alignment



Management fees and alignment

u Market based fee structure

Fees and management

Base management fee 0.50% of Group gross assets up to $1.0 billion, and 0.45% thereafter

Performance fee 2 tiered fee — 5% of first 2% outperformance, 15% thereafter based on average market cap,
where benchmark = S&P ASX 200 Property Trust Accumulation Index

Performance fees capped at 0.3% of gross asset value of the Group with no clawback or
carry forward

Acquisitions / disposal fees 1.0% on all trust acquisitions, and 0.50% on trust disposals

0.50% on MFT Company acquisitions introduced by MFS Limited
No disposal fee payable to MFS on company disposals

Development management = 5% of total development costs for the first $500,000;
fees (Trust only) = 4% of total development cost for $500,001 to $3,000,000; then
= 3% in excess of $3,000,000

Property management fee
(Trust only)

Debt arrangement fees 0.25% of finance arranged
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