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Management 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 December 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 the 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
%

December December Increase/ Increase/
2002 2001 (Decrease) (Decrease)

Operating revenue A$m 5,311.9 6,245.7 (933.8) (15.0)
EBITDA" A$m 249.1 314.8 65.7) (20.9)
Operating profit before tax
(excluding write-down of REI US businesses) ASm 158.5 218.6 (60.1) (27.5)
Operating profit after tax
(excluding write-down of REI US businesses) ASm 113.1 126.4 (13.3) (10.5)
Operating (loss)/profit after tax (including write-down of REI US
businesses) A$m (369.4) 126.4 (495.8) (8392.2)
Earnings per share cents 26.0 29.4 (3.4) (11.6)
Return on equity for the half year ® % 2.9 3.4 (0.5) (14.7)

(1) EBITDA equals earnings before interest revenue, interest expense, income tax expense, depreciation, and amortisation. Excludes the impact of the write-down of REI
US businesses.
(2) Excludes the impact of the write-down of REI US businesses of $447.4 million before tax ($482.5 million after tax).

Write-down of REI US Businesses

Lend Lease announced on 23 January 2003 that Directors had determined a provision in the order of US$300 million ($526 million) after tax
was necessary to reflect the diminution in the carrying value of the US Real Estate Investments (REI US) business as a result of reduced
medium term earnings expectations.

For the period to December 2002 an amount of US$275 million after tax ($482.5 million) has been charged as an expense. An additional
US$25 million after tax representing anticipated restructuring costs, included within the US$300 million, cannot be provided for at this time, in
order to comply with Australian Accounting Standards. This additional amount is expected to be fully recognised at June 2003.

The allocation of the REI US charge is summarised as follows:

US$m A$m

Goodwill 113.5 199.1
Management Agreements 127.5 223.7
Future Income Tax Benefits 20.0 35.1
Other Assets 14.0 24.6
Total recognised at December 2002 275.0 482.5
Additional amount not recognised in first half results in compliance

with Australian Accounting Standards 25.0 43.8
Total expected charge at June 2003 300.0 526.3

Operating revenue decreased 15.0% ($933.8 million) for the period ended December 2002 as compared to the corresponding period, largely
due to a decrease in revenue from Bovis Lend Lease’s revenue of $355.5 million, Integrated Development Business of $473.4 million and Real
Estate Investments of $53.0 million.
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Overview continued

EBITDA (excluding the write-down of REI US businesses) decreased 20.9% ($65.7 million) for the period ended December 2002 as compared
to the corresponding period. The major components of the movement in EBITDA are outlined below.

December December Increase/
2002 2001 (Decrease)
A$m A$m A$m
EBITDA Movement — Major Components
Real Estate Solutions (RES)
Bovis Lend Lease (BLL) 105.3 92.9 12.4
Integrated Development businesses
Touchwood, Solihull 28.3 (28.9)
Northlakes 17.4 17.4
Shell Centre (15.0) (15.0)
Delfin Lend Lease 17.4 20.3 (2.9
Other Integrated Development (26.3) 10.5 (36.8)
Total Integrated Development businesses (6.5) 59.1 (65.6)
Total Real Estate Solutions 98.8 152.0 (53.2)
Total Real Estate Investments 128.7 132.5 (3.8)
Other
Capital Services 8.4 1.2 7.2
Other investments 8.3 49.7 (44.4)
Other 7.9 (20.6) 28.5
Total EBITDA™ 249.1 314.8 (65.7)

The decrease in EBITDA of $65.7 million is largely attributable to:

- Integrated Development Business: a decrease of $65.6 million in EBITDA largely due to lower major asset sales (2002: North Lakes
$17.4 million; 2001: Touchwood, Solihull $28.3 million), full provisioning of the Shell Centre project ($15.0 million), lower contribution from
Inner City Residential projects principally Jacksons Landing and Olympic Village (2002: $10.4 million; 2001: $23.4 million) and a lower
contribution from Actus Lend Lease (2002: $9.6 million loss; 2001: $8.7 million profit).

- Capital Services: an increase of $7.2 million in EBITDA largely due to the receipt of THI liquidation distributions previously fully provided.

- Other Investments: a decrease of $44.4 million in EBITDA largely due to the final unwinding of the Westpac share hedge arrangements
during the period to December 2001.

- Other; an increase of $28.5 million in EBITDA primarily due to a reduction in Corporate Services expenses ($26.9 million).

Despite the decrease in EBITDA of $65.7 million, profit after tax (excluding the write-down of REI US businesses) decreased by $13.3 million.
The following table provides a reconciliation of the variances in EBITDA and profit after tax.

December December Increase/
2002 2001 (Decrease)
A$m A$m A$m

Total EBITDA® 249.1 314.8 (65.7)
Add: Net interest (14.6) (23.4) 8.8
Tax expense 47.7) (80.3) 32.6
Depreciation/amortisation (76.0) (72.8) (3.2
Profit after tax from ordinary activities " 110.8 138.3 (27.5)
Ordinary loss/(profit) after tax attributable to outside equity interests 2.3 (11.9) 14.2
Net profit attributable to members of Lend Lease Corporation Limited " 113.1 126.4 (13.3)

(1) Excluding the write-down of REI US businesses.
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Overview continued

Shareholders’ Returns
A comparison of ROE and EPS based on earnings before and after amortisation is detailed below.

December 2002 December 2001
Before After Before After
Amortisation Amortisation Amortisation Amortisation
Return on equity for the half year
excluding the write-down of REI US businesses " % 3.9 2.9 4.4 3.4
Earnings per share excluding the write-down of REI US businesses cents 37.4 26.0 38.8 29.4

(1) Return on equity for the financial period before amortisation is calculated by adding back accumulated amortisation and the write-down of REI US businesses.

Excluding the impact of the write-down of REI US businesses, earnings per share decreased 11.6% to 26.0 cents for the period ended
December 2002 from 29.4 cents for the corresponding financial period largely reflecting the decrease in the operating earnings from the
Integrated Development business.

Excluding the impact of the write-down of REI US businesses, return on equity (ROE) for the half year ended December 2002 was 2.9%
compared to 3.4% for the corresponding financial period. The decrease in the ROE was principally due to a decrease in overall operating profit
after tax in the period to 31 December 2002 to $113.1 million (excluding the REI US write-down) from $126.4 million for the corresponding
financial period.

Dividends

An interim fully franked dividend of 10 cents per share will be paid on 19 March 2003 (9 cents per share paid on 20 March 2002). The dividend
payout ratio in respect of profit after tax (excluding the write-down of REI US businesses) is 38.5% (December 2001 financial period 30.7%).
The balance of franking credits as at December 2002 was $1.8 million (December 2001 $0.9 million), 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 interim dividend and tax losses utilised in the current period.

Segment Results Summary

The financial results presented below are split into two main operating segments. These segments comprise two 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).

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

The following table provides segment results for the December 2002 financial period. 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), amortisation
charges and the write-down of REI US businesses.
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Overview continued

Business Segment Summary

Operating Operating (Loss)/Profit ~ Operating (Loss)/Profit
Revenue Before Tax After Tax Assets
6 mths 6 mths 6 mths 6 mths 6 mths 6 mths As at As at
December December December December December December December June
2002 2001 2002 2001 2002 2001 2002 2002
A$m A$m A$m A$m AS$m AS$m AS$m AS$m
Real Estate Solutions
Bovis Lend Lease 4,465.6 4,821.1 95.6 78.5 59.7 49.3 2,943.3 3,391.3
Integrated Development Businesses 327.9 801.3 (7.9) 60.4 (0.6) 34.0 751.2 706.7
Total Real Estate Solutions 4,793.5 5,622.4 87.7 138.9 59.1 83.3 3,694.5 4,098.0
Real Estate Investments 469.5 522.5 113.2 120.9 85.8 86.7 3,665.6 3,858.8
Total Operating Real Estate 5,263.0 6,144.9 200.9 259.8 144.9 170.0 7,360.1 7,956.8
Corporate
Group Services 6.0 5.7 (11.1) (44.0) 0.4 (89.3)
Group Amortisation (43.8) (40.4) (43.8) (40.4)
Group Treasury 22.7 19.6 (1.2 (7.7) 3.0 (1.5) 615.3 519.8
Total Corporate 28.7 25.3 (56.1) (92.1) (40.4) (81.2) 615.3 519.8
Non Core Businesses
Capital Services 14.9 3.2 8.4 1.2 4.8 0.9 37.2 36.8
[T+T and eBusiness Investments 0.8 10.4 518 10.4 3.8 8.5 58.9 73.5
Equity Investments 61.9 39.3 28.2
Total Non Core Business 20.2 75.5 13.7 50.9 8.6 37.6 96.1 110.3
Total Group results before write-
down of REI US businesses 5,311.9 6,245.7 158.5 218.6 113.1 126.4
Write-down of REI US businesses (447.4) (482.5)
Total Group 5,311.9 6,245.7 (288.9) 218.6 (369.4) 126.4 8,071.5 8,586.9

(1) Operating (loss)/profit after tax is net of the loss attributable to outside equity interests of $2.3 million (December 2001 profit $11.9 million).
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Real Estate Solutions (RES) continued

BLL and the Integrated Development Businesses were consolidated under RES management in 2002. In accordance with the revised RES
management structure, Actus Lend Lease in the US and PFI projects and consulting in the UK, which were reported as part of BLL in the year
ended June 2002, are reported with effect from 1 July 2002 as part of Integrated Development Businesses. In addition, the microelectronics
business, that had been reported as part of the Global Markets Group, is now reported within BLL’s three regional businesses. In order to
enable period on period comparisons the prior period’s financial results have been restated to take account of the changes to the RES
management structure. The changes have no impact on the total results for RES but do change the allocation between BLL and Integrated
Development Businesses.

RES’s operating profit after tax was $59.1 million for the financial period ended December 2002, a $24.2 million decline on the $83.3 million
earned in the prior corresponding period. BLL's operating profit after tax of $59.7 million is a 21% increase on the prior corresponding period
profit of $49.3 million. Integrated Businesses’ profit after tax declined from $34.0 million to a loss of $0.6 million, principally due to the timing of
asset sales, the provision raised against capitalised costs on Shell Centre, London and continued costs related to securing PFl projects. The
period ended December 2001 included the profit on the sale of Touchwood, Solihull of $19.8 million.

BLL has secured new work of $408.3 million in the financial period ended December 2002 compared to $359.6 million in the corresponding
prior period. BLL's closing backlog at December 2002 was $646.8 million, a 28% increase on the balance at June 2002 of $504.0 million. In
addition, RES has a further eight projects in Europe or the Americas which are designated preferred bidder. These projects will contribute a
further $153.1 million to Backlog GPM on the assumption that they reach financial close.

The Backlog GPM in respect of PFI Facilities Management (PFI FM) increased by $7.6 million to $37.8 million and the Backlog GPM for Actus
Lend Lease increased by $1.4 million to $63.6 million.

In Europe, there are currently 13 PFI projects where RES is the preferred bidder, or which have commercially closed, are under construction or
operational. In the US, Actus Lend Lease reached preferred bidder status during this period on Fort Campbell. In Australia, Delfin Lend Lease
has approximately 36,700 lots under management and the Inner City Residential projects has a further 3,500 units under management.
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Real Estate Solutions (RES) continued

Bovis Lend Lease

The principal activity of this business is that of construction and project management. BLL operates in 43 countries worldwide and is managed
through three regions (Asia Pacific, Europe including Middle East and Africa, and the Americas). In addition there is one global business unit,
Global Markets Group, which operates in the pharmaceutical sector.

Key Financial Results
The financial results for the financial period ended December 2002 are set out below:

Realised Gross Profit Operating Profit/(Loss) Operating Profit (Loss)
Revenue Margin Before Tax After Tax
Dec 2002 Dec 2001 Dec 2002 Dec 2001 Dec 2002 Dec 2001 Dec 2002 Dec 2001
A$m A$m A$m A$m A$m A$m A$m A$m
Asia Pacific 674.8 707.1 61.5 66.5 20.7 29.4 11.6 18.3
Americas 2,268.0 2,607 .1 104.6 101.1 37.9 304 23.1 17.3
Europe 1,031.0 1,177.2 95.5 80.8 44.3 32.0 30.0 22.3
Global Markets 491.8 329.7 244 19.1 5.7 4.8 4.1 3.8
Global Management (13.0) (18.1) 9.1) (12.4)
Total BLL 4,465.6 4,821.1 286.0 267.5 95.6 78.5 59.7 49.3

Revenue

BLL enters into a variety of contract types from Fee Services contracts, where only the fee is recorded as revenue, to Construction Services
contracts, where the full value of the project (including third-party costs) is recorded as revenue. For this reason, recorded revenues do not
provide an accurate measure of the volume of work undertaken and the ratio of operating profit to revenue is not considered to be a useful
measurement of profit margin. The level of revenue is a reasonable indicator of two important value drivers of the business: the level of cash
generation or surplus working capital, and the level of construction services contracts in the business.

Total revenues for the financial period ended December 2002 declined to $4.5 billion from $4.8 billion reported in the corresponding period due
to a decline in the number of Construction Service contracts, relative to Fee Service contracts, and the movement in the average US dollar
foreign exchange rates applied for each period.

Operating Profit After Tax

BLL's operating profit after tax was $59.7 million for the financial period ended December 2002, a 21% increase on the period ended
December 2001. Lend Lease uses forward exchange contracts to hedge a portion of projected revenue after expenses from foreign
operations. The exchange gains or losses on contracts that relate to the current financial period are applied to the results of the respective
businesses. The effect is to record profit from foreign operations at the effective hedged exchange rate. Similarly, Realised GPM has been
adjusted to reflect the effective hedge rate. BLL generates significant UK Pounds Sterling and US Dollar earnings. The exchange rates used in
the financial period ended December 2002 compared to those used in the prior financial period reflects the relative movement in effective
hedge rates of the Australian Dollar against both these currencies. The movement between the two hedge rates increased Operating Profit
after Tax by $2.7 million for the period ended 31 December 2002. For further discussion of hedging policies refer to the Group Treasury
section of the MD&A.

Asia Pacific
Operating profit after tax for the Asia Pacific business declined from $18.3 million in the period ended December 2001 to $11.6 million in the
period ended December 2002. Realised GPM declined by $5.0 million to $61.5 million due to the timing of work on large projects.

Americas

Operating profit after tax for the Americas increased from $17.3 million in the period ended December 2001 to $23.1 million in the period
ended December 2002, an increase of $5.8 million of which $1.7 million is due to exchange rate movements. Realised GPM of $104.6 million
is slightly higher than the corresponding period due to ongoing work on a number of large projects.

Europe

Operating profit after tax of the European business increased from $22.3 million in the period ended December 2001 to $30.0 million in the
period ended December 2002, an increase of $7.7 million of which $1.0 million is due to exchange rate movements. Realised GPM increased
from $80.8 million in the period ended December 2001 to $95.5 million in the period ended December 2002 due a number of commercial
projects in London.

Global Markets

The Global Markets Group operates in the pharmaceutical sector. Operating profit after tax of the business increased from $3.8 million in the
period ended December 2001 to $4.1 million in the period ended December 2002. Realised GPM increased from $19.1 million to

$24.4 million. The increase in Realised GPM was partly offset by increased overhead expenses.
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Real Estate Solutions (RES) continued

Bovis Lend Lease continued

Global Management and Project Costs
Global Management and project costs for the financial period reflect the expenses of the global executive management team and costs
incurred on global projects such as IT systems and the BLL international safety programme (Incident and Injury Free).

Profitability Ratio
A detailed review of overheads was carried out last financial year which then resulted in an improvement in BLL’s profitability ratio which
increased from 29% in the prior year period to 33% in the current period.

New Work Secured and Backlog GPM

New Work Secured is the value of GPM procured in the financial period. Backlog GPM is the expected GPM to be realised in future periods
from the total contracts committed at the end of a financial period. The following table provides a summary of New Work Secured for the
financial period ended December 2002 and the Backlog GPM at that date.

Plus: Equals:

New Work Less: Closing

Opening Plus:Foreign Secured Realised Backlog

Backlog GPM Exchange (GPM) to GPM ? to GPM at

at June 2002 Adjustment Dec 2002 Dec 2002 Dec 2002
A$m A$m A$m A$m A$m
Asia Pacific 68.9 88.9 (61.5) 96.3
Americas 195.2 16.5 131.0 (104.6) 238.1
Europe 186.4 7.3 173.3 (95.5) 271.5
Global Markets 53.5 (8.3) 15.1 (24.4) 40.9
504.0 20.5 408.3 (286.0) 646.8
Actus Lend Lease 62.2 4.6 2.7 (5.9) 63.6
PFI FM ¥ 30.2 1.3 6.4 (0.1) 37.8
Total 596.4 26.4 417.4 (292.0) 748.2
Projects preferred but not reached financial close 153.1
Total preferred and reached financial close 901.3

) The foreign exchange adjustment arises due to different exchange rates used at June 2002 to those used at December 2002.

) Realised GPM flows through to profit before tax for the financial period before the allocation of indirect overheads.

) Although included in the above table the Realised GPM in respect of Actus Lend Lease and PFI (FM) is reported within Integrated Development Businesses.
) The Closing Backlog GPM for FM contracts includes only the next 10 years of income, although the contracts run for longer periods.
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Bovis Lend Lease continued

BLL had a closing Backlog GPM of $646.8 million as at December 2002, an increase of 29% over the balance as at June 2002. The value of
New Work Secured (including Actus Lend Lease and PFI FM) for the financial period ended December 2002 was $417.4 million, a 10%
increase on the prior corresponding period. In addition, RES has further projects in Europe and the Americas which are designated preferred
bidder. These projects are expected to contribute a further $153.1 million to Backlog GPM on the assumption they reach financial close.

The Backlog GPM as at December 2002 is expected to emerge or be realised over future reporting periods as follows:

Six months to Year Ending Post
June 2003 June 2004 June 2004 Total
% % % %

Asia Pacific 40 42 18 100
Americas 43 39 18 100
Europe 25 33 42 100
Global Markets 52 42 6 100
Total BLL 36 37 27 100
Actus Lend Lease " 29 23 48 100
PFIFM " 4 6 90 100
Total 34 34 32 100
Projects preferred but not reached financial close 1 18 81 100
Total preferred and reached financial close 28 32 40 100

(1) The GPM in respect of Actus Lend Lease and PFI (FM) is reported within Integrated Development Businesses.

The above table shows that of the Backlog GPM at December 2002, 34% is projected to be realised as profit in the six months ending June
2003. The proportion of secured Backlog GPM to be realised beyond an eighteen month time frame increased from 27% at 31 December
2001 to 32% at 31 December 2002 which reflects an increase in long term projects such as the SLAM military project, PFls in the UK and
Actus Lend Lease in the Americas.

Working Capital
BLL is a significant generator of cash for Lend Lease. The level of cash/working capital is subject to the construction activity on individual
projects and therefore can vary throughout the financial period.

Performance Guarantees

Lend Lease provides performance guarantees to BLL clients in certain circumstances which usually relate to the guarantee that BLL will
complete its obligations under its contracts with those clients. These guarantees have been provided in the ordinary course of business. The
Directors do not believe that there is currently any material exposure in relation to these guarantees other than as disclosed in the December
2002 Consolidated Financial Statements.

BLL Definitions

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 the current
effective profit hedge rate.

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

Construction Services: BLL commits to the delivery of a completed project to the client, in accordance with negotiated time, cost and quality
specifications. Typically, BLL is paid a fixed fee for its services, but may also be entitled to all or a share of any construction cost savings.
Conversely, BLL has the risk of any cost overruns. These contracts may involve BLL undertaking some performance risk. Given the increased
risk profile of such projects, a higher contract margin is typically negotiated. BLL enters into a number of types of construction services
contracts including guaranteed maximum price and lump sum.

Fee Services: BLL provides management services on construction projects for clients. Under a standard form of Fee Services contract, BLL
has no contractual responsibility for the overall construction of a project. Fees negotiated for this type of contract usually have a lower margin
(in respect of the total project value) than those received for Construction Services contracts, reflecting the lower level of risk. BLL enters into a
number of types of Fee Services contracts, including consultancy, project management/program management and construction
management/management contracting.
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Real Estate Solutions (RES) continued

Bovis Lend Lease continued

Integrated Opportunities: BLL in conjunction with another RES business provides, in addition to construction/project management services,
one or more of the following services: capital raising; development services; design; and the ongoing management of the asset.

Realised Gross Profit Margin (Realised GPM): represents total project revenue less direct project related costs such as payments to
subcontractors and staff, site and other costs incurred by BLL that are directly attributable to the project. It does not include the allocation of
any general (or indirect) overheads. Realised GPM as per the table of Key Financial Results disclosure is based on a percentage of completion
realisation.

During project construction it is Lend Lease’s policy not to recognise profit on projects until the outcome of the contracts can be reliably
determined and they are at least 50% complete, other than to cover overheads. Provisions are made for unrealised profit in arriving at profit
before tax, to offset the GPM on projects that are below this threshold. Once a project passes its relevant recognition threshold the related
unrealised profit provision is released.

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.

Profitability Ratio: represents the relationship of Realised GPM to overheads. Overheads for the purpose of this calculation include movement
in provisions.
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