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Annual Consolidated Financial Report 30 June 2002 MD&A - Overview

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS (MD&A)

(Note: In this announcement all figures are expressed in Australian dollars unless otherwise specified)

The following discussion and analysis is based on the Group’s Consolidated Financial Statements at June 2002, and should be read in
conjunction with those Financial Statements.

OVERVIEW
KEY FACTORS

Lend Lease is a diversified real estate services group with operations in 43 countries. Its principal operations are in Australia, USA
and UK. Some of the key factors influencing the business are the state of investment and real estate markets, the level of
construction activity, global economic conditions, interest rates, taxation, and regulatory legislation. However, because the Group’s
operations consist of providing diversified services to a broad range of clients in many geographic locations, no one factor, in
management’s opinion, determines the Group’s financial condition or the profitability of its operations.

OPERATING PERFORMANCE
%

June June Increase/ Increase/

2002 2001 (Decrease) (Decrease)
Operating revenue A$m 12,478.0 11,453.8 1,024.2 8.9
EBITDA" A$m 593.2 338.8 254.4 75.1
Operating profit before tax A$m 391.1 240.5 150.6 62.6
Operating profit after tax A$m 226.3 1514 74.9 49.5
Earnings per share cents 52.4 335 18.9 56.4
Return on equity for the financial year % 6.0 4.1 1.9 46.3
Effective tax rate % 38.9 34.5 44 12.8

(1)  EBITDA equals earnings before interest revenue, interest expense, income tax expense, depreciation, and amortisation.
Operating revenue increased 8.9% (A$1,024.2 million) for the year ended June 2002 as compared to the prior financial year, largely
due to a A$1,228.0 million increase in Bovis Lend Lease’s revenue.

EBITDA increased 75.1% (A$254.4 million) for the year ended June 2002 as compared to the prior financial year. The major
components of the movement in EBITDA are outlined below.

June June Increase/
2002 2001 (Decrease)
AS$m A$m A$m
EBITDA MOVEMENT — MAJOR COMPONENTS
Real Estate Solutions (RES)
Bovis Lend Lease 209.7 165.4 44.3
Integrated Development businesses
Bluewater 85.0 (85.0)
Fox Studios (93.9) 93.9
Other 69.6 48.0 21.6
Total Integrated Development businesses 69.6 39.1 30.5
Total Real Estate Solutions 279.3 204.5 74.8
Real Estate Investments (REI) 221.3 171.8 49.5
REI Restructure costs (51.7) 51.7
Total Real Estate Investments 221.3 120.1 101.2
Other
Capital Services 12.3 (2.2 14.5
CoolSavings, Inc. 1.6 (47.6) 49.2
Other investments 59.8 111.0 (51.2)
Other 18.9 (47.0) 65.9
Total EBITDA 593.2 338.8 254.4
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OPERATING PERFORMANCE continued
The increase in EBITDA of A$254.4 million is largely attributable to:

= Anincrease of A$44.3 million in EBITDA from Bovis Lend Lease, resulted primarily from the North American operations which
increased EBITDA by A$36.3 million;

= Adecrease of A$85.0 million in EBITDA from the Bluewater development, due to the sale of 10% of this asset in the June 2001
financial year with no sale in the June 2002 financial year;

= Anincrease of A$93.9 million in EBITDA from Fox Studios due to a provision being made for the write-down of this asset in the
June 2001 financial year;

=  Anincrease of A$21.6 million in EBITDA from Integrated Development businesses due to the sale of Touchwood, Solihull of
A$34.4 million, increased residential and commercial sales from the Newington, Olympic Village project of A$30.1 million and
an increased contribution from the Australian Urban Communities business of A$26.3 million (including the results of Delfin from
the date of acquisition on 10 August 2001). The above contributions were offset by the costs of pursuing new projects and
overheads of A$39.5 million, largely attributable to European business opportunities. The prior financial year included EBITDA
from the sale of Lend Lease’s interest in Aurora Place of A$29.7 million;

= Anincrease of A$101.2 million in EBITDA from Real Estate Investments (REI) is attributable to an increase from REIl Europe of
A$21.5 million, (including the sale of Arrabida of A$13.2 million), an increase from REI US core earnings of A$11.7 million, an
increase in REI Asia of A$6.4 million and an increase in REI Australia and Pacific of A$9.9 million. In addition, the prior financial
year results for REI US included A$51.7 million of restructuring costs;

= An increase of A$14.5 million in EBITDA from Capital Services largely related to the release of provisions against the THI
investment following liquidation proceeds received during the financial year;

= The increase of A$49.2 million in EBITDA from CoolSavings, Inc. is due to a provision raised in the June 2001 financial year;

= A decrease of A$51.2 million in EBITDA from Other Investments mainly related to the reduced number of Westpac shares
unwound on completion of the Hedge Arrangements; and

= Anincrease of A$65.9 million in EBITDA from Other which primarily included hedging benefits of A$24.1 million arising in Group
Treasury and a reduction of A$40.2 million in Group Services costs.

The higher EBITDA for the year ended June 2002 compared to the corresponding financial year resulted in an increase in profit after
tax of A$74.9 million. EBITDA increased by a greater proportion than profit after tax mainly because profit after tax in the June 2001
year included interest revenue of A$114.5 million compared to A$31.1 million for the June 2002 year.

BUSINESS REPOSITIONING

During the financial year Lend Lease initiated a business repositioning project with the key objective of ensuring Lend Lease has an
overhead structure that can respond quickly to changes in market conditions. The total costs of the project were expensed in the year
to June 2002 while the benefits will largely impact the June 2003 and following financial years.

SHAREHOLDERS’ RETURNS

Earnings per share (EPS) increased 56.4% to 52.4 cents for the year ended June 2002 from 33.5 cents for the corresponding financial
year. The percentage increase in EPS is higher than the increase in the operating profit after tax of 49.5% as the weighted average
number of shares outstanding in the June 2002 year decreased by 4% compared to the June 2001 year due to the impact of the
share buyback completed in October 2000 which reduced shares on issue by 88.3 million (17.2% of shares on issue at 30 June
2000).

Return on equity (ROE) for the year ended June 2002 was 6.0% compared to 4.1% for the corresponding financial year. The increase
in the ROE was principally due to an increase in overall profit after tax in the year to 30 June 2002 to A$226.3 million from A$151.4
million for the corresponding financial year.

During the year to June 2000 Lend Lease completed three significant acquisitions. As a result of these acquisitions the annual charge
against profit for amortisation of goodwill and management agreements increased to approximately A$90.0 million per annum since
June 2000. A comparison of ROE and EPS based on earnings before and after amortisation is detailed below.

June 2002 June 2001
Before After Before After
Amortisation Amortisation Amortisation Amortisation
Return on equity for the financial year” % 8.0 6.0 6.4 4.1
Earnings per share cents 73.7 52.4 54.2 335

(1)  Return on equity for the financial year before amortisation is calculated based on equity adjusted for accumulated amortisation.
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OPERATING PERFORMANCE continued

SHAREHOLDERS’ RETURNS continued

A final fully franked dividend of 9 cents per share will be paid on 19 September 2002 (8 cents per share paid on 13 September 2001).
The dividend payout ratio is 34.4% (June 2001 financial year 59.6%). The Company’s dividend policy is to only pay dividends up to
the extent of available franking credits. The balance of franking credits as at June 2002 was nil (30 June 2001 A$9.7 million) and
calculated after adjusting for franking credits which will arise from the payment of income tax provided in the accounts and after
deducting franking credits to be used in the payment of the proposed final dividend and tax losses utilised in the current year.

SEGMENT RESULTS SUMMARY

The financial results presented below are split into three segments. The first two segments consist of the core global real estate
businesses — Real Estate Solutions (consisting of project management, construction management, development and project finance)
and Real Estate Investments (consisting of investment management and asset management). These two businesses are linked but
independently managed to ensure focus on their clients’ needs and the development of the necessary specialist skills.

The third segment, non-core businesses, consists of those businesses that are not core to the future global real estate strategy. This
segment includes Capital Services, Equity Investments, IT+T and eBusiness Investments.

The following table provides segment results for the June 2002 financial year. Each segment is reviewed in detail below. It should be
noted that the segment results of the operating businesses exclude financing costs (which are included in Group Treasury) and
amortisation charges.

BUSINESS SEGMENT SUMMARY

Operating Operating Profit/(Loss) Operating Profit/(Loss)
Revenue Before Tax After Tax Assets
June 2002 June 2001 = June 2002 June 2001  June2002 June 2001  June 2002  June 2001
A$m A$m A$m A$m A$m A$m A$m A$m

Real Estate Solutions
Bovis Lend Lease 10,432.3 9,204.3 186.4 145.3 119.4 90.3 3,462.3 3,438.1
Integrated Development Businesses 873.2 873.2 65.5 36.9 33.9 30.9 635.7 984.8
Total Real Estate Solutions 11,305.5 10,0775 251.9 182.2 153.3 121.2 4,098.0 4,4229
Real Estate Investments 1,019.7 937.3 192.4 162.7 140.8 116.9 3,858.8 3,813.4
Total Core Real Estate 12,325.2 11,014.8 444.3 344.9 294.1 238.1 7,956.8 8,236.3
Non Core Businesses/One-0ff
Items
REI Restructure Costs (51.7) (30.3)
Capital Services 11.9 76.9 12.3 (2.2 6.7 (12.7) 36.8 33.8
IT+T and eBusiness Investments 22.0 11.8 224 (56.9) 19.2 (42.7) 73.5 83.6
Equity Investments 61.9 192.5 39.0 120.3 28.2 82.7 22.5
Total Non Core Business 95.8 281.2 73.7 9.5 54.1 (3.0) 110.3 139.9
Corporate
Group Services 21.3 43.3 (30.4) (71.8) (40.8) (35.2)
Group Amortisation (81.9) (82.3) (81.9) (82.3)
Group Treasury 35.7 114.5 (14.6) 40.2 0.8 33.8 519.8 683.7
Total Corporate 57.0 157.8 (126.9) (113.9) (121.9) (83.7) 519.8 683.7
Total Group 12,4780 11,453.8 391.1 240.5 226.3 151.4 8,586.9 9,059.9

(1) Operating profit/(loss) after tax is net of the amount attributable to outside equity interests of A$12.5 million (June 2001 A$6.1 million).
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BOVIS LEND LEASE continued

BLL DEFINITIONS continued

Backlog Gross Profit Margin (Backlog GPM): represents the expected GPM to be earned for the balance of work to be completed
under existing construction contracts (including ongoing facilities management). As construction contracts are progressively
completed, Backlog GPM declines. As New Work is secured, Backlog GPM is replenished. Backlog GPM is translated to Australian
dollars using a projected average rate taking into account profit and loss hedge contracts.

Despite their long-term nature, only 10 years of Backlog GPM from facilities management contracts is recognised although a number
of those contracts extend beyond 25 years.

New Work Secured — Gross Profit Margin (New Work Secured): represents the estimated total project profit margin to be earned
by BLL from projects which were secured during a financial period. When a written offer and acceptance occurs, the New Work
Secured becomes part of Backlog GPM.

INTEGRATED DEVELOPMENT BUSINESSES

RES actively pursues integrated opportunities providing a range of services to clients including capital raising, project design and
development as well as the ongoing management of the assets. The key areas of focus for each region are set out below:

Asia Pacific - Urban Communities through Delfin Lend Lease, and Inner City Residential projects such as Olympic Village/Newington,
Jacksons Landing in Sydney and Victoria Harbour in Melbourne.

Americas - RES’ principal interest is an integrated project in San Francisco.

Europe - The European business has two large retail developments namely Chapelfield in the UK, which has been conditionally pre-
sold, and Tres Aguas in Spain. In addition the European business is pursuing a number of urban regeneration opportunities.

KEY FINANCIAL RESULTS
The financial results for the year ended June 2002, is set out below.

Operating Profit/(Loss) Operating Profit/(Loss)

Operating Revenue Before Tax After Tax Assets
June 2002 June 2001 June 2002 June 2001 = June 2002 June 2001 = June 2002  June 2001
A$m A$m A$m A$m A$m A$m A$m A$m
Asia Pacific 367.5 537.0 74.6 (14.2) 43.6 (15.2) 485.3 601.5
Americas 0.8 1.3 (13.2) (7.4) (7.9) 4.3) 15.3 15.2
Europe 504.9 334.9 9.3 58.5 1.6 50.4 368.1
Global Management (5.2) (3.4) 135.1
Total 873.2 873.2 65.5 36.9 33.9 30.9 635.7 984.8
ASIA PACIFIC
REVENUE

Revenue for the financial year ended June 2002 included Urban Community projects of A$157.1 million and Olympic
Village/Newington of A$156.3 million. A total of 4,758 lots were sold by Delfin Lend Lease, 422 units were sold at the Olympic
Village/Newington.

Revenue for the financial year ended June 2001 principally related to the disposal of Lend Lease’s 50% interest in Aurora Place,
Sydney for A$242.5 million, Inner City Residential sales of A$246.6 million and sales at Admiralty Industrial Park (AIP) in Singapore of
A$38.1 million.

OPERATING PROFIT AFTER TAX

Operating profit after tax for the year ended June 2002 was A$43.6 million compared to a loss of A$15.2 million in the prior financial
year. In Australia, Inner City Residential projects, principally Jacksons Landing and Newington, contributed A$21.1 million (2001
A$15.9 million). Urban community projects contributed a further A$21.5 million, which includes profits from Delfin Lend Lease since
its acquisition in August 2001.

The loss of A$15.2 million in the year ended June 2001 included an after tax profit of A$19.6 million in relation to the sale of Lend
Lease’s 50% interest in Aurora Place and A$18.2 million profit after tax from the sale of various developments being offset by a net
loss of A$65.0 million after tax in respect of Fox Studios.

The Asian operation contributed an operating profit after tax in the year ended June 2002 of A$1.3 million (2001 A$12.0 million) from
the sale of AIP factory units. No other development activity is currently being undertaken in Asia.

Lend Lease Corporation Limited Page 11
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INTEGRATED DEVELOPMENT BUSINESSES continued

ASIA PACIFIC continued
OVERVIEW OF BUSINESSES

Delfin Lend Lease

The Urban Communities business of Lend Lease was enhanced by the acquisition of the Delfin Group in August 2001. The Delfin
operations were integrated with Lend Lease’s existing Urban Communities business. Delfin Lend Lease has 21 projects in the major
growth corridors along the Eastern seaboard of Australia as well as in South Australia and the Northern Territory. Delfin Lend Lease
has a portfolio of approximately 42,900 residential lots that can be developed over the next 15-20 years. While the ultimate level of
profits is dependent on market demand at the time the developments are sold, the large portfolio of lots provides a degree of certainty
to future earnings. Delfin Lend Lease is the market leader in Australia for the creation (the master plan, design and construction) of
Urban Communities.

The Urban Communities business is focussed on the creation of large scale urban centres through community building and
development. The emphasis is on sustainable social, environmental and economic solutions through planning, urban design and
infrastructure provision. Generally, BLL is not involved in construction of dwellings for the projects. The developments are usually
carried out in partnership with a landowner and the payments for land are linked to the proceeds from the sale of land lots. This
achieves a lower risk profile as the development and resulting cash flows can be phased according to market conditions.

The following table summarises the Delfin Lend Lease projects. The significant year-on-year increase reflects the acquisition of
Delfin in August 2001.

June June
2002 2001
Number of projects 21 6
Number of lots sold in the year 4,758 624
Sales Backlog (number of lots) 42,900 15,600

Inner City Residential

Real Estate Solutions has three large development projects, two in Sydney and one in Melbourne. The two established projects,
Jacksons Landing and Olympic Village/Newington, are principally residential developments but also include commercial, industrial
and retail precincts.

The development at Victoria Harbour in Melbourne is a waterfront regeneration project. In accordance with the strategy of leveraging
capital and skills, the project is structured on a land management arrangement over 20 years. The project will include residential,
commercial and retail precincts. The first development on the site, a 56,000 square metre commercial development has been pre-let
to National Australia Bank and pre-sold to General Property Trust, a trust managed by Lend Lease Real Estate Investments.

The Inner City Residential business has a backlog of approximately 3,800 units.

A brief summary of the key projects is given below.

Investment/
Inventory as at
30 June 2002 Expected Profit

Project Current Status A$m Emergence
Olympic = Total development of 2,014 residential units and 2 industrial/retail 8.0 Precinct 2, 4 & 5 now
Village/Newington, precincts. all complete and sold
Sydney = Allindustrial/retail precincts have been completed and sold. and profits recognised.
= A total of 422 residential and 2 industrial/retail precincts were Precinct 1 &3 up to
sold in the year. 2005.

= The project is 62% sold to date.

= There were 41 completed residential units available for sale as at
June 2002.

= There is the capacity to develop a further 765 units on the site.
Jacksons Landing, = Total development of 1,341 residential units and commercial/retail 86.0 Staged development up
Sydney precincts. to 2007.

= 2 residential towers are currently being completed and are
approximately 90% sold.

= 176 units sold in the year.
= Market release of new tower at Distillery Hill in July 2002.
= There is the capacity to develop a further 672 units on the site.
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INTEGRATED DEVELOPMENT BUSINESSES continued

ASIA PACIFIC continued
OVERVIEW OF BUSINESSES continued

Inner City Residential continued
Investment/

Inventory as at
30 June 2002 Expected Profit

Project Current Status A$m Emergence
Victoria Harbour, = Land management arrangement with Docklands Authority. 11.5 Staged development
Sydney =  First development a 56,000 square metre commercial building over the next 20 years.

pre-let to National Australia Bank.

= Project is of a staged nature that can be contracted or expanded
in line with prevailing market conditions.

St Patricks, Sydney = Staged development with the Catholic Church. 14.3 Staged development

= First precinct of 8 houses, 10 apartments and 3 land lots launched over the next 5 years.
in the financial year.

Other Projects

Real Estate Solutions has an interest in three other development-led projects. All these projects, with the exception of Hickson Road,
Sydney are legacy projects. Hickson Road is to be the new head office for Lend Lease and has been pre-sold to Deutsche Office
Trust.

Investment/
Inventory as at
30 June 2002 Expected Profit

Project Current Status A$m Emergence
Fox Studios, Sydney = The Backlot has been closed and the studio operations acquired 4.7 Over the next 2to 3
by Fox Studios Operations Pty Ltd (a related entity of News years.

Corporation Limited).
= Carrying cost represents 50% interest in the retail and public

precincts.
Darling Park lll, = Vacant land, future development dependent on market conditions. 15.0 No current plans.
Sydney
Hickson Road, = Due to be completed in December 2003. 10.5 Over the next 2 years.
Sydney = Pre-sold to Deutsche Office Trust.
EUROPE
REVENUE

Revenue in the year ended June 2002 principally related to the sale of 98% of Touchwood, Solihull to the Lend Lease Retail
Partnership for A$481.9 million and additional proceeds from the sale of the interest in Overgate, Dundee of A$13.1 million resulting
from additional space being let during the financial year.

Revenue for the year ended June 2001 was largely attributable to the sale of 10% of Bluewater, Kent (A$272.5 million), revenue
recognised from the sale of Overgate, Dundee (A$25.5 million) due to additional space being let, proceeds from the sale of Whitecliff
Properties (A$19.2 million) and development fees of A$8.5 million.

OPERATING PROFIT AFTER TAX

The operating profit after tax for the year ended June 2002 of A$1.6 million included the profit on the sale of Touchwood, Solihull of
A$24.1 million offset by overheads and the cost of pursuing new projects. The profit on the sale of Solihull represented the profit on
the development calculated by reference to the level of rentals achieved.

The profit after tax of A$50.4 million for the year ended June 2001 mainly related to the sale of 10% of the Bluewater inventory which
realised a A$46.0 million profit after tax. Lend Lease retains a 30% direct ownership in Bluewater. The net operating income relating
to this asset is reported in REI.
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INTEGRATED DEVELOPMENT BUSINESSES continued

EUROPE continued
OVERVIEW OF BUSINESSES

Urban Regeneration via the Land Management model

The European business is pursuing a number of urban regeneration opportunities. RES recently concluded a deal, in joint venture
with Quintain Estates and English Partnerships, to regenerate approximately 190 acres of land at Greenwich Peninsula, East London
including the Millennium Dome. The outline master plan proposes a total development of around 1.3 million square metres,
comprising an arena, approximately 7,000 new homes, 0.3 million square metres of office accommodation, shops, restaurants, open
spaces and leisure facilities. The deal is in accordance with Lend Lease’s strategy of leveraging capital and under the terms of the
agreement RES is able to manage the drawdown of land to coincide with demand. The deal was signed in May 2002 and the first
profit is expected to be recognised in 2005.

Retail and Other Projects

Lend Lease’s ongoing development activities are structured to have a low risk profile by increasingly operating on a fee for work basis
with incentive fees linked to increases in asset value. Going forward, Lend Lease may use its own capital to secure sites, however,
development will only commence when an exit strategy is supported via pre-commitments from investors and the project is
significantly pre-let. A summary of the key developments is set out below:

Investment/
Inventory 30
June 2002 Expected Profit
Project Current Status/Risks A$m Emergence
Tres Aguas / ] Centre is expected to open in September 2002. 249 2002/03
Carlos Il Madrid ~ «  Cyrrently let 79% of space and 85% by value.
Chapelfield, ] Conditionally forward sold to Capital Shopping Centres plc. 76.0 2005/06
Norwich = Capital Shopping Centres will contribute a proportion of funding on
commencement of the development.
] A second payment will be made following practical completion, subject to the
Centre being 70% let.
= The Centre is currently 25% pre-let by value and 45% by space.
Shell Centre, ] Joint venture with Shell to develop a 22,000 square metre commercial tower 12.2 2004/05
London with associated retail and leisure on the Southbank, London.
] Planning application submitted.
= Commitment to commence construction contingent on achieving acceptable
pre-leasing and pre-sale.
Bluewater Valley, | = Early stages of Development. Land is adjacent to Bluewater and is currently 13.2 Subject to
Kent awaiting planning permission. development
plan.
AMERICAS
REVENUE

There was no significant other revenue in the Americas.

OPERATING PROFIT AFTER TAX
The operating loss after tax of A$7.9 million in the year ended 30 June 2002 (2001 A$4.3 million) related to overheads and the cost of
pursuing project opportunities, including the San Francisco Piers project.

OVERVIEW OF BUSINESSES

The main development project in North America is The Piers on the waterfront in San Francisco. Lend Lease holds a 53% interest in
the San Francisco Cruise Terminal Company. The venture has an exclusive right to negotiate with the Port of San Francisco to
develop Piers 30-32. The project has now been granted outline approval, which will enable Lend Lease to proceed with the
residential development. The development will, however, only proceed subject to market conditions, leasing pre-commitments and a
clear exit strategy.

Lend Lease Corporation Limited Page 14



Annual Consolidated Financial Report 30 June 2002 MD&A — Real Estate Solutions

CHANGE IN BASIS OF REPORTING TO BE IMPLEMENTED IN THE YEAR ENDING 30 JUNE
2003

In all regions, the BLL and Property Development businesses were brought together under RES management in late 2001 calendar
year. The formation of RES enabled BLL to focus on its core activities of project and construction management. RES will separately
manage all other activities such as Actus Lend Lease, PFIs and Inner City Residential projects. As a result of this reorganisation, Actus
Lend Lease in the US and PFI projects in the UK, which are reported within BLL in the current MD&A, will in future be reported as part
of Integrated Development Businesses. In order to enable the year-on-year comparison of results all financials have been reported in
the MD&A on a consistent basis to the prior financial period. The impact of this change on the operating profit after tax for the year
ending June 2002, had it been adopted in the current MD&A, is set out below.

Current basis Future basis
of reporting of reporting

June 2002 June 2002 Movement

Operating Profit after Tax A$m A$m A$m
BLL
Asia Pacific 34.0 31.8 2.2)"
Americas 58.0 54.6 (3.4%
Europe 50.7 49.6 1.1®
Global Markets 4.5) (4.5)
Global Management (18.8) (18.8)

119.4 112.7 (6.7)
Integrated Development Businesses
Asia Pacific 43.6 45.8 22"
Americas (7.9) (4.5) 3.4%
Europe 1.6 2.7 119
Global Management (3.4) (3.4)

33.9 40.6 6.7

Total RES 153.3 153.3 -

(1)  Movement relates to the transfer of the sale of BLL’s interest in Da Chang.

(20  Movement relates to the transfer of Actus from BLL to Integrated Development businesses.

(3) Movement relates to the transfer of income (excluding construction margin) net of bid costs for PFl projects from BLL to Integrated
Development businesses.
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