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' This document is important and will affect your investment.

If you do not understand it or are in any doubt about the action to be taken, you should
consult your investment adviser, stockbroker or other professional adviser immediately.
Alternatively, call Property Funds Australia Limited on Freecall 1800 687 170.



This explanatory
memorandum is a
prospectus within the
meaning of chapter 6D of
the Corporations Act. It is
dated 2 June 2003 and was
lodged with ASIC and BSX
on that date. Neither ASIC
or BSX take any
responsibility as to the
contents of this document.

The expiry date of this
prospectus is the date
which is 13 months after
the date of this prospectus.
No units will be allotted or
transferred on the basis of
this prospectus later than
the expiry date.

Application for listing of the
Merged Fund Units will be
made to BSX no later than 7
days after the date of this
memorandum. No
guarantee can be given that
the Merged Fund Units will
be listed on the BSX.

This document contains
important information.

It should be read in its
entirety. An investment in
the Merged Fund (the
subject of the Merger
Proposal discussed in this
explanatory memorandum)
has the general risks
associated with any
investment in a property
trust and the specific risks
set out in section 10. You
should carefully consider
these risks in light of your
personal circumstances and
if necessary seek
professional advice from
your financial adviser.

Alternatively, call Property
Funds Australia on Freecall
1800 687 170.

SUMMARY OF KEY DATES

2 June 2003 Announcement of Merger Proposal to exchange
25 June 2003 Record date for voting entitlements
25 June 2003 Last date for lodgement of proxies
27 June 2003 Meetings of Investors of Merging Trusts
1 July 2003 Anticipated Effective Date of Merger Proposal’
1 July 2003 Allotment of Merged Fund Units?
4 July 2003 Proposed Date for despatch of Unitholding statements?

4 July 2003 Bendigo Stock Exchange quotation of Merged Fund Units!

21 July 2003 Last monthly distribution from the Metropolitan Collection Fund?

21 August 2003  First monthly distribution from Merged Fund?

1 Will only occur if the Merger Proposal is implemented
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Managing Director’s Letter

2 June, 2003

Dear Investor,

| am very pleased to present to you this explanatory memorandum containing details of our proposal to merge all of the property funds managed by
Property Funds Australia Limited to create a $200 million BSX listed property trust. This trust will own 10 quality properties in 4 cities and in a broad
range of property sectors.

This restructuring proposal will significantly change the basis of your original investment, in what we think is a very positive and beneficial manner for
you. It is therefore very important that you carefully read and consider this explanatory memorandum prior to voting by proxy by 25 June 2003 or by
attending the meeting on 27 June 2003 at 10.30am (Metropolitan Collection Trust) or 11.00am (Metropolitan Collection Syndicate).

The Merger will be effected by a series of transactions resulting in one of the eight entities involved, Trilogy, becoming the ultimate owner of all the
others. Trilogy will be renamed the ‘PFA Diversified Property Trust’. You will essentially exchange your interests in the Metropolitan Collection Fund for
units in the PFA Diversified Property Trust.

One of our key priorities at Property Funds Australia is to continually manage the external influences affecting your returns from the Metropolitan
Collection Fund. We seek to maximise your returns, and to strategically position your investment for the future. We believe the Merger Proposal meets
these aims. If implemented you will then have an interest in one fund, significantly larger in size than the Metropolitan Collection Fund, and offering you
the benefits of:

e improved returns over the Forecast Period;

e diversification of investment across geographical locations, industry sectors and tenant profiles;

e reduced volatility in your distributions;

e amore liquid investment through an increased pool of investors, creating market driven interest and demand in your units;
e an opportunity for better pricing of your investment;

e 3 fund with an increased capacity to participate in strategic property opportunities, significantly beyond that achievable by the Metropolitan
Collection Fund should it continue to stand alone.

Property Funds Australia has a clearly expressed strategy of diversity, stable distributions and growth for the PFA Diversified Property Trust.

The PFA Diversified Property Trust will hold quality property assets. Details on the Properties are set out in this explanatory memorandum. Also
included is a report from independent expert, Ernst & Young Corporate Finance Pty Limited, which concludes that the Merger Proposal is
‘fair and reasonable’ to Metropolitan Collection Investors.

The Board of Property Funds Australia has carefully considered the Merger Proposal in the context of its effect on Metropolitan Collection Investors.
A thorough analysis of the issues has been carried out by us, in conjunction with a number of external consultants.

Each of the 8 Merging Trusts involved must approve the Merger Proposal for it to be implemented. Your vote is very important.
Each director strongly recommends that you vote in favour of the Merger Proposal.

Yours sincerely,

S

Chris Morton
Managing Director

NOTICE OF MEETING & EXPLANATORY MEMORANDUM
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APN

APN Takeout Offer

ASIC

Buyback Proposal

Capital Collection Fund

Capital Collection Trust

Constitution

Custodian
Directors
Effective Date

Forecast Period

Garden Square Fund

Garden Square Syndicate

Garden Square Trust

Independent Expert

Interest

Investor

Lot

Manager
Meeting Date

Meetings of Metropolitan
Collection Investors

Merged Fund

BSX/Bendigo Stock Exchange

Capital Collection Syndicate

Defined Terms

Words with initial capital letters throughout this explanatory memorandum are defined in this section.

APN Funds Management Limited (ACN 080 674 479) which is
responsible entity for the APN Property for Income Fund
(ARSN 090 467 208).

the Offer by APN to buy Merged Fund Units details of which are in
section 4.6.

Australian Securities and Investments Commission.

Bendigo Stock Exchange Limited.

the proposal to buyback units in the Merged Fund detailed in
section 4.7.

the Capital Collection Syndicate and the Capital Collection Trust.

the managed investment scheme described as The Capital
Collection — Diverse Fund Syndicate No 1 ARSN 088 775 375.

the managed investment scheme described as The Capital Collection
— Diverse Sector Fund Trust No 1 ARSN 088 775 259.

the constitution of the PFA Diversified Property Trust, formerly
Trilogy, upon implementation of the Merger Proposal, a summary
of which is set out in section 13.

Trust Company of Australia Limited ACN 004 027 749.
the directors of Property Funds Australia.
1 July, 2003 or any later date determined by Property Funds Australia.

the period from 1 July, 2003 to 30 June, 2004 in respect of which
Property Funds Australia has prepared financial forecasts for the
Merged Fund and the Metropolitan Collection Fund.

the Garden Square Syndicate and the Garden Square Trust.

the managed investment scheme known as Garden Square
Syndicate and previously described as APPR 084 001 838.

the managed investment scheme known as Garden Square
Property Trust and previously described as APPR 084 001 712.

Ernst & Young Corporate Finance Pty Limited, whose report
appears in section 12.

a unit or lot in the Merging Trusts, as the context requires.

in the context of one or all of those Merging Trusts which are
referred to as a trust, the holders of units in that trust, and in the
context of one or all of those Merging Trusts which are referred to
as a syndicate, the holders of lots in that syndicate.

the original subscription or interest of a Metropolitan Collection
Owner in the Metropolitan Collection Syndicate expressed as
portions/units of $1.00.

Property Funds Australia.
27 June 2003.

the meetings of Metropolitan Collection Investors to be held on the
Meeting Date to consider the Resolutions.

the fund now known as Trilogy and which is to be known as “PFA
Diversified Property Trust” if the Merger Proposal is implemented.

PROPERTY FUNDS AUSTRALIA LIMITED



Merged Fund Units
Merged Group

Merging Trusts

Merger or Merger Proposal

Metropolitan Collection Fund
Metropolitan Collection Investor
Metropolitan Collection Owners

Metropolitan Collection Properties

Metropolitan Collection Syndicate

Metropolitan Collection Trust

Metropolitan Collection Trust

Unitholders
NLA
Notices of Meetings

Portfolio

Property Funds Australia

Properties
Registry
Resolutions
Riverdale

Special Resolution
Tax Sheltered
Trilogy

Unitholder

Us

Vacancy

We
You

units in the Merged Fund.

the combined Merging Trusts following the implementation of the Merger Proposal, of which the
Merged Fund will become the ultimate holding entity.

all of the syndicates and trusts managed by Property Funds Australia, being Riverdale, Capital
Collection Fund, Metropolitan Collection Fund, Garden Square Fund and Trilogy.

the arrangement by which Trilogy obtains either directly or indirectly ownership of all of the units
or lots in Riverdale, the Garden Square Fund, the Capital Collection Fund and the Metropolitan
Collection Fund through the issue of units in Trilogy as consideration, together with all ancillary
matters, as described in section 13.

the Metropolitan Collection Syndicate and the Metropolitan Collection Trust.
Metropolitan Collection Owners and Metropolitan Collection Trust Unitholders.
Investors in the Metropolitan Collection Syndicate.

the properties owned by the Metropolitan Collection Syndicate details of which are provided in
section 6.

the managed investment scheme described as The Metropolitan Collection — Brisbane Syndicate
ARSN 093 295 544.

the managed investment scheme described as The Metropolitan Collection — Brisbane Trust
ARSN 093 313 690.

Investors in the Metropolitan Collection Trust.

Net lettable area.

the notices of meetings in section 15 (one for the Metropolitan Collection Syndicate and the other
for the Metropolitan Collection Trust).

the Properties collectively.
Property Funds Australia Limited ACN 078 199 569, the manager.

the properties which will form the key assets of the Merged Fund upon implementation of the
Merger Proposal, which are listed in section 6.

the registry maintained by Property Funds Australia which records the details of each Investor’s lot
or unitholdings.

the resolutions being considered by Metropolitan Collection Investors in connection with the
Merger Proposal, as set out in the respective Notices of Meetings in section 15.

the managed investment scheme described as the Riverdale Fixed Term Property Trust
ARSN 100 666 920.

a resolution that has been passed by at least 75% of the total votes that may be cast by the
members present in person or by proxy, attorney or representative at the meeting of the relevant
Merging Trust and entitled to vote on the resolution.

tax free and/or tax deferred (for further explanation — refer section 8.3).

the managed investment scheme described as the Trilogy Trust ARSN 097 860 690.

a holder of units in the Merged Fund following implementation of the Merger Proposal.
Property Funds Australia.

not leased or subject to receipt of income in respect of relevant space. Vacancy is calculated on
an income basis.

Property Funds Australia.
a Metropolitan Collection Investor.
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Property Funds
Australia is seeking
your approval to
implement a broad
ranging restructure of
the property funds under
its management. This
proposed restructure
significantly affects
your investment. The
changes and the
reasons for them are
explained in detail in
this explanatory
memorandum, and are
summarised on the
following pages. You
are being asked to vote
on this restructure.

We, as the manager of
the Metropolitan
Collection Fund,

strongly recommend
that you support this
proposal as we believe
it is in your best
interests.

Questions and Answers

What am | being asked to
vote on?

You are voting to approve a merger of the
Metropolitan Collection Fund with 6 other entities
managed by Property Funds Australia to create one
$200 million BSX listed property trust to be known as
the ‘PFA Diversified Property Trust'.

This will expose you to 10 quality properties of
differing property sectors, geographic locations and
with 129 tenants. Details of the Properties are in
section 6.

Why should | support the
Merger Proposal?

There are several reasons why you should support the
Merger Proposal. These include:-

e improved returns for you;

o (diversification of your investment across
geographical locations, industry sectors and tenant
profiles, thereby lowering the risk of your
investment;

e reduced volatility in the distributions
you receive;

e reduction in the cost of debt in the
medium term;

e creating a more liquid and tradeable investment
for you;

e more readily enabling you to choose the timing
of your exit from your investment;

e increasing the capacity of your investment to
participate in strategic property
opportunities.

Has an Independent
Expert's opinion been
sought?

Yes. Included in this explanatory memorandum in
section 12 is a report, from independent expert,
Ernst & Young Corporate Finance Pty Limited.
This report concludes that the Merger Proposal
is ‘fair and reasonable’ to Metropolitan
Collection Investors.

PROPERTY FUNDS AUSTRALIA LIMITED

Do | have to spend
any money?
No.

What happens to my
current investment under
the Merger Proposal?

Effectively, you are exchanging your Interest in the
Metropolitan Collection Fund for units in the Merged
Fund. You are being offered 0.9918 units in the
Merged Fund for each Lot in the Metropolitan
Collection Syndicate or unit in the Metropolitan
Collection Trust. For example, if the Merger Proposal
is implemented, a Metropolitan Collection Trust
Unitholder holding 10,000 Metropolitan Collection
Trust units will receive 9,918 units in the Merged Fund.

How will my distributions
change? Will they be as
tax effective?

Your distributions are likely to improve, if the
Merger Proposal is implemented, as compared with
our current forecasts for the Metropolitan Collection
Fund over the Forecast Period. This is illustrated in the
following table of financial forecasts.

Metropolitan

Collection
Fund  Merged Fund

Distribution yield expressed
per $1 originally subscribed

per annum 8.84% 9.40%
Tax Sheltered percentage™ 61%(Synd)  76%
100% (Trust)

* There are differing percentages for the Metropolitan Collection Syndicate
and the Metropolitan Collection Trust.

The details of these forecast distributions and tax
percentages together with related underlying
assumptions are set out in section 8.3.

If the Merger Proposal is implemented:-

e your last monthly distribution from the Metropolitan
Collection Fund will occur on or about 21 July, 2003;
and

e your first monthly distribution from the Merged Fund
will occur on or about 21 August, 2003.
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Does the term of my
investment change?

The nature of your investment changes and with it, the
options of exiting it. Currently, the principal method
by which Metropolitan Collection Investors will
eventually exit their investment, will be by the sale of
the Metropolitan Collection Properties which is to
occur by April, 2007.

If the Merger Proposal is implemented, the principal
method of exit of your investment will be by way of
sale on the Bendigo Stock Exchange and at a
time of your choosing — not when the constitution,
or prospectus require, or the board of Property Funds
Australia think it should be done, as is the case with the
Metropolitan Collection Fund.

Post merger you will have at least 3,000 existing investors
who are aware of the Merged Fund which should greatly
assist trading activity and liquidity in the Units.

What is the Bendigo Stock
Exchange?

The Metropolitan Collection Syndicate and the
Metropolitan Collection Trust have only recently listed
on the Bendigo Stock Exchange (BSX). Your recent
investor update provided a guide to the use of the
BSX as far as it relates to trading in your investment.

The Bendigo Stock Exchange began trading in 2001.
In February 2003, it announced the establishment of a
specialist property market within its exchange.

Merged Fund Units are tradeable by contacting an
accredited BSX broker. For example, ABN AMRO
Morgans are prepared to assist Investors in
transacting their units in the Merged Fund should the
Merger Proposal be implemented.

As the Merging Trusts have only recently listed on the
BSX and due to their relatively small size, there is
unlikely to be much trading on the BSX in their units
or lots prior to the Merger Proposal being
implemented. The names of accredited BSX brokers
and BSX listed securities trading prices are available
on www.bsx.com.au.

NOTICE OF MEETING & EXPLANATORY MEMORANDUM

What is the state of my
current investment?

As mentioned in your recent Investor newsletters,
Metropolitan Collection has had some positive events
in recent times (such as the extension of the Energex
lease in Anzac Square and its consequent increase in
valug). This, however, does not mean that your
investment in the Metropolitan Collection
Fund is not without some significant
complications in the next year or two. We
believe that you should be aware that there will be
some reduction in distributions in the next year or two.
Any reduction may continue until such time as greater
clarity on the re-lease of the Hudsons' space at the
MacGregor property and some of the issues
mentioned below occur.

Examples of the issues faced by the Metropolitan
Collection Fund include:-

e The necessity to find a replacement tenant for the
Hudsons' building at the MacGregor property by
the end of their lease term in March, 2004. This
tenant's departure was not anticipated by us given
the trading history (particularly by the former tenant
prior to assignment, Bretts Timber & Hardware)
from the building and the recent assignment of that
lease to Hudsons from Bretts. Consequently,
vacancy periods, refurbishment and lease-up costs
must now be brought into consideration.

e Whilst the Chandlers building at the MacGregor
property now has 10 year leases in place, they have
come with refurbishment and lease-up costs which
have had some effect on distributions through
increased debt.

o \Whilst the excellent development opportunities for
the Hudsons' storage yard area (at the rear of the
MacGregor Property) can increase investment
value, they have come and will come in the future
with consequent consultant costs and other
associated outlays prior to any capital value
benefits flowing through.

e There still remain one or two small vacancies in the
MacGregor and Coorparoo properties which are
proving difficult to lease.

e Borrowing costs have grown and may grow further
with the logical pursuit of capital growth as we
endeavour to maximise the total return for Investors
through the development opportunity referred to above.

e The leasing of the vacant half floor in the Anzac
Square property has taken longer than expected
due to the recent softening in leasing demand in
the Brisbane CBD. It has now been leased to
MacGillivrays.



section

e Unanticipated substantial growth in uncontrollable
operating expenses (e.g. insurance and land tax)
have occurred in all of the Metropolitan Collection
Fund's properties.

The factors described above may cause some
volatility in the distributions to Metropolitan
Collection Investors.

We therefore believe that the Merger Proposal
provides Metropolitan Collection Investors with
the opportunity to reduce their investment risk
and significantly minimise their income and
capital value volatility by gaining exposure to other
property assets and tenants.

Why diversify?

Exposure to specific property can be a valid strategy.
However, property markets change, different sectors
and locations have peaks and troughs at different
times. A portfolio of 10 properties (with the potential to
add more) spread across different sectors,
geographical areas and tenants assists in minimising
property risk. Exposure to a wide range of tenants
is prudent. Recent financial press reveals that even
the most respectable tenants can have unforeseen
financial difficulties. Diversity of tenants means an
unforeseen financial difficulty will have a more
manageable impact.

PROPERTY FUNDS AUSTRALIA LIMITED

What is the profile of the
Merged Fund?

If the Merger Proposal is implemented, you will be
exposed to a quality property portfolio made up
of 10 properties leased to a number of quality
tenants as the pie chart below demonstrates. The
underlying properties are valued at approximately $200
million. The nature of the Portfolio’s diversification is
shown in the pie charts below.

Geographic Diversification

Suburban Retail 22%
Suburban Office 21%
CBD Office 19%
CBD Retail 13%
CBD Car Park 11%
Bulky Goods 7%
Entertainment 4%
Industrial 3%

Sector

QLD - Brisbane 55%
QLD - Regional 21%
ACT - Regional 16%
NSW - Regional 8%

Tenant Profile

Kings Parking 11.3%
Coles-Myer 7.4%
Suncorp-Metway 6.9%
Energex 5.4%

State Gov't Admin 5.9%
NAB 3.4%

Woolworths 3.4%

Harvey Norman 3.0%
Reading Cinema 2.3%
Angus & Robertson Bookworld 2.0%
Balance of Portfolio 49.0%

i

For a detailed profile of the Portfolio please refer
to section 6.
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Are there any capital gains
tax implications for me?

BDO Kendalls (Chartered Accountants) have advised
on the taxation implications of the Merger Proposal
and are of the view that no capital gains tax will be
payable if Investors make the relevant election
in their tax return (see section 12).

We will remind you about this election when we
forward to you the information used for your tax return
at tax return time.

How do | vote?

You may vote in person or by proxy. You are welcome
to attend the relevant Meeting of Metropolitan
Collection Investors, or you can simply complete and
return the proxy form by post so that it arrives

no later than 25 June 2003 or by fax to

(07) 3221 6729. A proxy form is attached to our
letter which accompanies this explanatory
memorandum. If you need a further proxy form
please call Property Funds Australia on

1800 687 170.

What if | don't vote?

Should the Merger Proposal be approved at the
Meegtings of Metropolitan Collection Investors

(and at the similar meetings of other Merging Trusts)
then, your Interest in the Metropolitan Collection Fund
will still be subject to it — even if you do not vote.

We recommend that you ensure your views are
expressed by voting.

What are my alternatives?

We have developed the Merger Proposal because we
believe it is in your best interests. We do realise that
it may not suit all Metropolitan Collection Investors.
There are two options for those who it may
not suit:-

o the APN Takeout Offer;
o the Buyback Proposal.

The APN Takeout Offer is the offer by APN Property for
Income Fund (a property securities fund) to buy
Merged Fund Units at a price of $1.00 per
Merged Fund Unit for a 21 day period post the
Merger being implemented. Details of the APN
Takeout Offer are in Section 4.6. The APN Takeout
Offer will only proceed if the Merger Proposal
is implemented. This requires the approval of the
Metropolitan Collection Fund as well as all of the other

Merging Trusts. If you wish to accept the APN Takeout
Offer you should vote in favour of the Merger Proposal.

The Buyback Proposal is a proposed buyback of
Merged Fund Units subject to a $10 million cap to be
implemented by 30 March, 2004. The Buyback
Proposal can only occur if the Merger proposal is
implemented. Details of the Buyback Proposal are in
section 4.7.

[f you are uncertain about the Merger Proposal, you may
consider voting in favour of it and then choose to exit
your investment in the Merged Fund by later accepting
the opportunity to exit under either the APN Takeout
Qffer or the Buyback Proposal.

When the Merger Proposal
has been implemented -
what then?

e You will receive a new statement evidencing your
unitholding in the Merged Fund;

e You will continue to receive monthly distributions;

e From time to time you may be invited to invest in
further issues of new units in the Merged Fund or
other Property Funds Australia investment
opportunities, products and initiatives.

If you have further questions, please contact
your financial adviser or call Property Funds
Australia on Freecall 1800 687 170.
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READ THE
DOCUMENTS
FORWARDED TO YOU

VOTE ON THE
RESOLUTIONS

PLEASE COMPLETE
AND RETURN THE
PROXY FORM

BY 25 JUNE 2003

Action Requested of You

3.1 Step One

READ THE DOCUMENTS FORWARDED TO YOU

This explanatory memorandum details the Merger Proposal in respect of which you are asked to vote. It sets out the
benefits that it offers you as well as potential risks and arguments against it. It also contains a report by the Independent
Expert Ernst & Young Corporate Finance Pty Limited that has been prepared for Metropolitan Collection Investors.

This information is important in deciding how you should vote on the resolutions at the Meetings of Metropolitan
Collection Investors.

The Notices of Meetings are contained in section 15 and set out the Resolutions upon which Metropolitan Collection
Investors are being asked to vote. There are two separate notices in section 15 — one for Metropolitan Collection
Owners and the other for Metropolitan Collection Trust Unitholders. This explanatory memorandum also explains
the Resolutions to be put at the Meetings of Metropolitan Collection Investors. You should read all the material and
decide which way you will vote on the Resolutions. If you are in any doubt as to the course of action to be taken

you should contact your financial adviser, stockbroker or other professional adviser without delay.

3.2 Step Two

VOTE ON THE RESOLUTIONS

Metropolitan Collection Investors are asked to vote on two Resolutions. These are set out in the Notices of Meetings
in section 15.

You may vote in person at your relevant Meeting of Metropolitan Collection Investors to be held on 27 June 2003 or
vote by proxy using the yellow form attached to the letter which accompanied this document.

You are encouraged to attend and vote at your relevant Meeting of Metropolitan Collection Investors details of
which are:

Time: Metropolitan Collection Trust 10.30am Metropolitan Collection Syndicate 11.00am
Date: 27 June 2003
Place: Hilton Hotel, Level 5, 190 Elizabeth Street, Brishane

Please note that there are two separate meetings — one for Metropolitan Collection Trust Unitholders
at 10.30am and the other for Metropolitan Collection Owners at 11.00am. You may only attend the
meeting that relates to your particular Interest. Please check which entity you have invested in.

Alternatively you can complete the proxy form which is attached to the letter which accompanies this explanatory
memorandum. On the proxy form you may nominate someone to vote on your behalf at the Meeting and if you wish
you may direct that person how to vote. If you appoint the Chairman as your proxy, the Chairman will vote as
directed or, if no direction is given, will vote in favour of the Resolutions.

Proxy forms must be received no later than 25 June 2003 (at a time 48 hours before the relevant meeting
time) and should be sent in the reply paid envelope provided to:

Property Funds Australia Limited Deliver to:
PO Box 10398 OR Property Funds Australia Limited
Brishane Adelaide Street, Qld 4000 Level 3, 200 Adelaide Street

Anzac Square Commercial
Brisbane. Qld 4000

Alternatively, proxy forms may be faxed to (07) 3221 6729.

PROPERTY FUNDS AUSTRALIA LIMITED
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THE DIRECTORS
RECOMMEND THAT
YOU VOTE IN FAVOUR

THE INDEPENDENT
EXPERT CONSIDERS
THE MERGER
PROPOSAL FAIR AND
REASONABLE

3.3 Property Funds Australia Recommendation

The Directors of Property Funds Australia strongly recommend that you vote in favour of all of the Resolutions
as illustrated in the following example:-

No.* Resolution For Against Abstain
1 Approval of the Merger Proposal. X
2 Amendment to the constitution to implement the Merger Proposal. X

* The resolutions are numbered as in the Notices of Meetings.

Ernst & Young Corporate Finance Pty Limited has considered the Merger Proposal and concluded
that the Merger Proposal is ‘fair and reasonable’ to Metropolitan Collection Investors.

3.4 Investor Queries

If you have any questions about voting, proxy forms, or any other issues about the Merger Proposal, please contact
us on Freecall 1800 687 170, or consult your financial or other professional adviser.

NOTICE OF MEETING & EXPLANATORY MEMORANDUM
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MERGED FUND:
Trilogy

Riverdale

Garden Square
Capital Collection

Metropolitan Collection

8 MERGING TRUSTS
INTO ONE
DIVERSIFIED FUND

METROPOLITAN
COLLECTION
INVESTORS
EXCHANGE THEIR
UNITS FOR MERGED
FUND UNITS

The Merger Proposal

4.1 Background

Property Funds Australia currently manages eight property managed investment schemes all of which are listed on
the Bendigo Stock Exchange, namely:-

e The Metropolitan Collection Fund (which comprises two schemes being the Metropolitan Collection Syndicate
and the Metropolitan Collection Trust);

e The Garden Square Fund (which comprises two schemes being the Garden Square Syndicate and the Garden
Square Trust);

e The Capital Collection Fund (which comprises two schemes being the Capital Collection Syndicate and the
Capital Collection Trust);

e Trilogy;
e Riverdale.

Each of these Merging Trusts was established as a fixed term vehicle to hold specific properties for certain time periods.
The Merged Fund will, however, buy and sell property and own property for as long as it is consistent with the Merged
Fund's objectives. Information on the property assets of each of the Merging Trusts is contained in section 6.

4.2 The Transaction Summary

The Merger Proposal is that all of the eight Merging Trusts be merged into one diversified fund to be
known as the ‘PFA Diversified Property Trust’. For brevity this trust is called the Merged Fund in this
explanatory memorandum.

The Merger will take place by a series of cancellations of units or lots in all of the Merging Trusts (except for
Trilogy). Ultimately the owners of those units or lots in those Merging Trusts will receive units in the Merged Fund
as consideration. The Merged Fund will become the ultimate holding entity and will own (directly or indirectly)
100% of all units or lots on issug in the other seven Merging Trusts. Through this ownership it will then indirectly
own and control the Portfolio. A diagram of the structure of the Merged Fund post merger is set out below.

Investors “

Merged Fund
PFA Diversified Property Trust

(formerly Trilogy Trust)

Metropolitan Capital Collection ;
Garden Square Trust Bl T g Riverdale Trust
[
Garden Square Metropolitan Capital Collection
Syndicate Collection Syndicate Syndicate

1 Property 3 Properties 2 Properties 1 Property 3 Properties

Metropolitan Collection Investors are being offered 0.9918 units in the Merged Fund for each Lot in
the Metropolitan Collection Syndicate or unit in the Metropolitan Collection Trust registered in their
name at 5.00pm (AEST) on the business day immediately prior to the Effective Date.

The Independent Expert has considered this part of its overall assessment of the Merger Proposal
and in concluding that the Merger Proposal is ‘fair and reasonable’ to Metropolitan Collection
Investors (see Emst & Young Corporate Finance Pty Limited report in section 12).

Application to list the Merged Fund Units for quotation on the Bendigo Stock Exchange will occur within 7 days of
the date of this explanatory memorandum.

PROPERTY FUNDS AUSTRALIA LIMITED
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APPROVAL REQUIRED
OF ALL 8 MERGING
TRUSTS

IF NO MERGER
OCCURS, THEN NO
APN TAKEOUT OFFER
OR BUYBACK
PROPOSAL

AN OFFER TO BUY
MERGED FUND UNITS
AT $1.00 PER UNIT

Currently, Metropolitan Collection Investors have Interests in the Metropolitan Collection Fund. If the Merger
Proposal is implemented, they will instead hold units in the Merged Fund and through those, an indirect interest in a
significant property portfolio which the Merged Fund then controls. Metropolitan Collection Investors will then have
an opportunity to participate in the exciting plans for the Merged Fund should they continue to retain their units.

4.3 Approval Process

A series of meetings of the Merging Trusts are planned for 27 June 2003 to consider, in relation to each Merging
Trust, resolutions substantially similar to those set out in the Notices of Megtings contained in section 15.

The approval by Special Resolution of Metropolitan Collection Investors and Investors of all other Merging Trusts is
needed before the Merger can proceed. Significant amendments are required to the constitutions of the Merging Trusts
to affect the Merger. Constitutional amendments of this type must be approved by a Special Resolution of relevant
Investors.

As listed managed investment schemes, Metropolitan Collection Syndicate and Metropolitan Collection Trust are
subject to the Corporations Act. The effect of the Corporations Act is that should Metropolitan Collection Investors
have given their prior approval to the Merger Proposal by Special Resolution and having previously received certain
information about the Merger, then all Interests in the relevant scheme will be subject to the Merger (i.e. whether that
Metropolitan Collection Investor voted in favour of the Merger Proposal or not or did not vote at all).

The Merger Proposal will not proceed unless all of the Merging Trusts approve the Merger Proposal.

4.4 Implementation of the Merger

If the Merger Proposal is approved by all of the Merging Trusts, then it will be implemented on the Effective Date.

The constitutional amendments authorised by the Resolutions will permit Property Funds Australia to effect the
Merger without further reference to Investors. On the Effective Date, every Investor of the Merging Trusts (except for
Trilogy) will have their Interests in the relevant Merging Trusts essentially exchanged for units in the Merged Fund.

4.5 If the Merger Proposal is not Implemented

If the Merger Proposal is not implemented, then:-

e each Merging Trust will continue to operate as it currently does. That is, the separate entities will be run individually;

e the costs incurred in connection with the Merger Proposal (excluding those directly associated with the actual
implementation of the Merger Proposal) will be borne by each Merging Trust in proportion to its property values;

e the APN Takeout Offer and the Buyback Proposal opportunity will not be available.

4.6 The APN Takeout Offer

APN is responsible entity for the APN Property for Income Fund, a substantial Australian property securities fund
which invests in listed property trusts and property syndicates. This fund owns Interests in a number of the Merging
Trusts. As at 30 April 2003, APN Property for Income Fund held in excess of A$535 million in assets. APN is
supportive of the Merger Proposal. APN has communicated to us in writing that if the Merger Proposal is
implemented then it shall offer to buy Merged Fund Units on the Bendigo Stock Exchange. APN is independent of
Property Funds Australia and is making the APN Takeout Offer independently. The conditions of the APN Takeout
Offer are as follows:-

e Commencement of Offer Period: On the commencement of trading on the BSX on the trading day next
following the day that unitholder statements are forwarded to Unitholders, currently scheduled to be 4 July, 2003;

e Offer Period: 21 days from the commencement of the offer period or until such time that 3 million Merged Fund
Units have been purchased pursuant to the offer;

o Offer Price: $1.00 per Merged Fund Unit.
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> BUYBACK OFFER TO
BE MADE BY 30
MARCH, 2004

IF YOU HAVE
INTEREST INDICATE IT
ON THE PROXY FORM

APN reserves the right to withdraw the offer contained in this section 4.6 in the event that the S & P/ASX 300
Property Accumulation Index should fall by more than 10% from its level as at the close of trading on the ASX on 22
May, 2003.

Acceptances of the offer will occur via the Bendigo Stock Exchange and are on a first acceptance basis.
Should the Merger Proposal be implemented, then Unitholders interested in accepting the APN Takeout Offer should
contact a BSX accredited broker (see www.bsx.com.au).

4.7 The Buyback Proposal

If the Merger Proposal is implemented, then Investors of all Merging Trusts (including the Metropolitan Collection
Fund) will be given the opportunity to have their Merged Fund Units bought back under the arrangements discussed
below.

A buyback offer will be made by us on behalf of the Merged Fund to buyback Merged Fund Units using one of two
methods, either:-

o off market (i.e. by a direct buyback offer made to Unitholders without reference to the Bendigo Stock Exchange); or
e on market (i.e. via the Bendigo Stock Exchange).

The key differences between the methods is explained below.

We will communicate the buyback offer in writing to all Unitholders when it is made. The buyback offer is to
occur before 30 March, 2004 and will be for the buyback of Merged Fund Units up to a maximum of $10
million. It will be open for a limited period (e.g. 30 days) from the date of the offer. The number of units to be subject
to the buyback offer will be finalised after an assessment by us of perceived demand. We will then determine whether
the buyback offer will be off market or on market. The pricing of the buyback offer will be in accordance with the
relevant provisions of the Constitution which takes into consideration current market price, scheme value and the
most recent issue price (see section 13.1).

OFF MARKET BUYBACK

With this method, Unitholders will be able to accept for the whole or a part of their Units in the Merged Fund. If
acceptances exceed the maximum amount of Merged Fund Units contemplated in the buyback offer, acceptances will
then be met on a pro-rata basis. Only Unitholders who are entered on the register of unitholders and
owners of any of the Merging Trusts as at 2 June, 2003 (such as current Metropolitan Collection Investors)
will have the right to participate in any off market buyback offer.

ON MARKET BUYBACK

If the Manager determines to proceed using the on market buyback method, normal market procedures would apply
and acceptances would be dealt with on a first acceptance basis as with any normal exchange trading. Under this
buyback method, all Unitholders will be able to accept the buyback offer.

The buyback offer is intended to be funded by a capital raising to be completed prior to the buyback offer
being made.

CONCLUSION

We may not proceed with this Buyback Proposal if we consider that either due to changed circumstances relating to
the Merged Fund, the market conditions at the time, or we otherwise form the view that to proceed with the Buyback
Proposal would not generally be in the best interests of the Unitholders of the Merged Fund.

Included on the Proxy Form is a "Buyback Proposal - Expression of Interest" section where you
can indicate your interest in participating in the Buyback Proposal. Should you place an X" in that
box it does not commit you to sell any of your units. It will however enable us to assess potential demand for the
Buyback Proposal.
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Why Merge?

5.1 Why Merge?

This section canvasses the arguments both for and against the Merger Proposal. You are urged to read this section
carefully and if you are unsure as to its contents, to speak with your financial adviser or other professional adviser.

5.2 Arguments in Favour of the Merger Proposal
INTRODUCTION

The Merger has the potential to improve returns to Metropolitan Collection Investors and to provide benefits that are
not presently available to you.

If the Merger Proposal is implemented, you will have an interest in one fund, significantly larger in size than the
Metropolitan Collection Fund, offering the benefits of -

e improved returns over the Forecast Period;
¢ diversification of investment across geographical locations, industry sectors and tenant profiles;
e reduced volatility in your distributions;

e amore liquid investment through a significantly increased pool of investors creating market driven interest
and demand in the product that you then hold;

e more readily enabling you to choose the timing of your exit from your investment;

e anincreased capacity to participate in strategic property opportunities significantly beyond that
achievable by the Metropolitan Collection Fund.

IMPROVED DISTRIBUTIONS

Your distributions are likely to improve if the Merger Proposal is implemented, as compared with our current
forecast for the Metropolitan Collection Fund over the Forecast Period. This is illustrated in the following table:

Distributions over the next 12 months

Metropolitan Collection Fund  Merged Fund
Distribution yield expressed per $1 originally subscribed per annum 8.84% 9.40%
Tax sheltered percentage* 61% (Synd) 16%

100% (Trust)

* There are differing percentages for the Metropolitan Collection Syndicate and the Metropolitan Collection Trust.

DIVERSIFICATION

Diversification, in a property context, comes in three main forms being by:-
e geographic location (e.g. by state, capital city, etc.);

e property sector (e.g. retail, office, etc.);

e tenant diversity (e.g. Harvey Norman, Suncorp Metway, etc.).

Exposure to only one geographic location, one sector and a limited number of tenants can be viewed to have higher risk.

Set out over the page are some charts which demonstrate the difference in diversification between the Metropolitan
Collection Fund and the Merged Fund.
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MORE STABLE
DISTRIBUTIONS

Metropolitan Collection Fund

Geographic Diversification (by Net Letiable Area)

QLD - Brisbane 100%

Sector (by Income)

CBD Retail 2%
Suburban Office 17%
Industrial 8%

CBD Office 48%
Suburban Retail 15%
Bulky Goods 10%

Tenant Profile (by Income)

JBHiFi5%

Encel Stereo 5%
Balance Tenants 25%
Energex 27%

Bob Jane T Marts 3%

Mc Gillvrays Solicitors 18%
National Australia Bank 17%

MERGED FUND

QLD - Brisbane 55%
QLD - Regional 21%
ACT - Regional 16%
NSW - Regional 8%

Suburban Retail 22%
Suburban Office 21%
CBD Office 19%
CBD Retail 13%
CBD Car Park 11%
Bulky Goods 7%
Entertainment 4%
Industrial 3%

Kings Parking 11.3%
Coles-Myer 7.4%
Suncorp-Metway 6.9%
Energex 5.4%

State Gov't Admin 5.9%
NAB 3.4%

Woolworths 3.4%

Harvey Norman 3.0%
Reading Cinema 2.3%
Angus & Robertson Bookworld 2.0%
Balance of Portfolio 49.0%

\wi

Currently, Metropolitan Collection Investors have specific exposure to only three assets, the Metropolitan Collection
Properties, with minimal diversity in geographic locations and tenancy profile. It is significantly reliant upon the
performance of the Brisbane office market and white collar employment levels. Currently, the Metropolitan
Collection Fund's short to medium term future is heavily reliant upon the re-leasing prospects of the Hudson
(formerly Bretts) building and the realisation of development potential at the rear of the MacGregor property.

REDUCED VOLATILITY OF YOUR DISTRIBUTIONS

One of the significant benefits of diversification is the ability to deliver more stable distributions to
you. This is fundamentally due to the enhanced and more balanced lease expiry profile of the Merged Fund. The
Merged Fund has a far more even lease expiry profile than the Metropolitan Collection Fund . This is clearly shown on

the lease expiry graphs below.

Furthermore, in smaller funds such as the Metropolitan Collection Fund, small transactions and events such as a
single tenant vacancy can have a material impact on distributions. If, for example, the vacancy created by the
Hudsons' departure from the MacGregor property is not relet by the end of 2003/04 financial year it is likely to have

a material impact upon distributions going forward.

Metropolitan Collection Lease Expiry

% Income
=

0
‘03 '04 '05 '06 '07 '08 '09 10 ‘11 12 13
and later
Financial Year Ending 30 June

Merged Fund Lease Expiry

% Income

‘03 '04 '05 '06 '07 '08 '09 '10 ‘11
and later
Financial Year Ending 30 June
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REDUCED
OPERATIONAL COSTS

GREATER ABILITY TO
SELL YOUR
INVESTMENT

YOU ARE MORE ABLE
TO ACCESS YOUR
FUNDS WHEN YOU
WANT TO

This element of reduced volatility comes from the lower proportion of the monetary value of the relevant transaction
or event when compared with the size of the relevant fund. This reduces volatility.

RECURRING OPERATING EFFICIENCIES

Reduced annual management fees: Property Funds Australia’s annual management fee for the Merged Fund for
the Forecast Period is 6.5% less than the equivalent management fees for the Merging Trusts. Property Funds
Australia is able to reduce its fee because of operational efficiencies it expects from the Merger Proposal.

Reduced administrative costs: It is reasonably anticipated that if the Merger Proposal is implemented, it will
result in savings in the operational costs when compared to the Merging Trusts continuing to operate on their
current individual basis. This is because there will be, for example, one compliance committeg, one compliance plan
and custody relationship across the Merged Fund. For example, the Custodian has agreed to reduce their fees by 7%
upon implementation of the Merger Proposal. Other similar efficiencies and reduction in Merged Fund expenses are
anticipated with reporting, accounting, registry costs, etc.

LOWER FINANCE MARGIN

We have confirmed that upon implementation of the Merger Proposal, the balance sheet of the Merged Fund will be such
that it can obtain finance with an interest rate margin of 0.31% p.a. less than under the finance terms
currently in place in relation to Metropolitan Collection. This benefit will be able to be passed on to you as the
opportunities to refinance or renegotiate become progressively available over the next year or two. The forecast returns in
section 8 do not however assume that finance will be obtained on these more beneficial terms. Consequently, it is
possible that distributions could be higher than forecast. Finance issues and related benefits are discussed in greater
detail in section 9.

IMPROVED LIQUIDITY OF YOUR INVESTMENT

Your ability to liquidate your investment at a time prior to the sale of the Metropolitan Collection Properties at a
satisfactory price and in a timeframe that suits you, will be significantly increased if the Merger Proposal is
implemented. The mere listing of a security such as a Metropolitan Collection Interest on a stock exchange does not
provide liquidity (i.e. the ability to readily transfer at a reasonable market value). Liquidity is significantly influenced
by factors such as the size and number of parcels and investors in the relevant entity. In the current case, should the
Merger Proposal be implemented, the pool of investors will increase from say 238 as is currently the case for the
Metropolitan Collection Trust and 347 as is currently the case for the Metropolitan Collection Syndicate,

to approximately 3,000 for the Merged Fund.

Experience shows that an increased pool of investors will assist demand for the product.

LESS MARKET TIMING RELIANCE

Investment vehicles of the nature of the Metropolitan Collection Fund are premised on the sale of the properties
within a certain target timeframe. Should the general property market or that which relates to the sector within which
the relevant property is part, not be conducive to a sale at best value at the targeted time, then the investor can be
materially disadvantaged. The Metropolitan Collection Fund does have certain flexibility within its constitution to
extend the term. However, there are some restrictions associated with this.

The Merged Fund provides us with greater flexibility to choose the appropriate time to dispose of a property from the
Merged Fund's portfolio so as to maximise total returns to you.

EXIT TIMING IS CHOSEN BY YOU

Currently due to the lack of general liquidity of a Metropolitan Collection Fund investment, the timing of your
primary method of exit from your investment in the Metropolitan Collection Fund is significantly determined by us as
manager of the Metropolitan Collection Fund. Although the Metropolitan Collection Fund is listed on BSX, due to
the current lack of liquidity the primary method of exit is by the sale of the property and the consequent return of
capital to you. Should the Merger Proposal be implemented, the primary method of exit will then be the sale of your
units in the Merged Fund. The timing of that sale/exit rests solely with you. You can independently determine when
and whether you wish to exit the investment or not based on your, or your financial adviser's view of the property
market, economy, etc. or your own personal needs.

NOTICE OF MEETING & EXPLANATORY MEMORANDUM
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INCREASED SIZE CAN
DELIVER GROWTH IN
UNIT PRICING

GREATER FUNDING FLEXIBILITY

Being part of a larger investment vehicle provides greater funding flexibilities and improved access to debt and
equity markets. This should lead to greater flexibility in funding refurbishment, redevelopment and new acquisitions
or in restructuring existing funding arrangements. It also makes it easier to realise the significant redevelopment
potential of a number of properties within the Merged Fund.

AN ABILITY TO PURSUE REDEVELOPMENT OPPORTUNITIES

Most properties have some further value adding opportunities if enough funds are available to pursue them.

For example, the MacGregor property which is part of the Metropolitan Collection Fund has the opportunity to
construct a further 4,000m? (approximately) for retail warehousing or some similar use. The Garden Square property
has the potential to develop a further building on its open car parking area. The Cairns CUB Building (part of Trilogy)
has the opportunity for a value adding conversion from an industrial use to a retail use.

Investors in an investment such as the Metropolitan Collection Fund, in our experience, place a high degree of
emphasis on a consistent level of distribution. It has been difficult for us to pursue some of these opportunities, in
particular, the MacGregor property redevelopment opportunity, without considerable risk to the volatility of the
Investor’s distribution and their capital. In a larger fund, such as the Merged Fund, greater flexibility and enhanced
ability to pursue such opportunities is available, with a lower distribution volatility and risk to investor capital.

INCREASED MARKET CAPITALISATION CAN INCREASE UNIT PRICE

In the bar chart below is a comparison between the capital base of the Metropolitan Collection Fund and the
Merged Fund.

An analysis of the Australian listed property trust market has illustrated a relationship between market capitalisation
and yield. Generally, the larger the vehicle, the lower the yield. The lower the yield, the higher the price the investment
will trade. Previous analysis has shown that the biggest marginal rate of gain in the reduction in yield comes in the
earlier stages of increases in market capitalisation of an entity such as a listed property trust. The graph below
illustrates this beneficial reduction in yield and increase in unit price. Consequently, in changing from a $38 million
property fund to a $200 million property fund it is reasonable to expect some positive price re-rating of the value of
your investment.

Merged Fund Capital Base Comparison The Relationship between Yield
and Market Capitalisation
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Data: Non-Stapled Trusts 12 months to March 2003
Source: Property Investment Research (PIR)
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Section

GROWTH CAN INCREASE YOUR UNIT PRICE

The Merged Fund is not a fixed term, property specific vehicle like the Metropolitan Collection Fund. The Merged Fund has the capacity and specifically
contemplates growth by the raising of further capital and the purchase of further properties (subject to certain approvals). This growth is not contemplated
within the Metropolitan Collection Fund. Growth can increase the market capitalisation of the Merged Fund which in turn is likely to lead to improved value.

STRONGER NEGOTIATING POSITION

Responsible entities such as Property Funds Australia are often restricted in their negotiations on behalf of smaller funds such as the Metropolitan Collection

Fund by the degree of impact that a particular transaction can have on distributions or unit price. This degree of impact is greater on smaller funds than larger
funds. Due to the benefits of diversification, the increased size of the Merged Fund will enable Property Funds Australia to take, when appropriate, a stronger

position in negotiations with others, with the confidence that the overall impact of the transaction on the larger Merged Fund is reduced.

Furthermore, the larger enhanced balance sheet of the Merged Fund enables it to compete more effectively in the acquisition of new properties and purchase
at a better price than smaller entities or trusts could achieve.

5.3 Arguments Against the Merger Proposal

Diversification

Investors in the Merging Trusts currently have specific exposure to a reduced number of asset types (e.g. retail, industrial, etc.) and specific geographic and
tenancy exposures. Upon implementation of the Merger Proposal, they will have a more diversified exposure in terms of asset type, geographic location and
tenants. Some may view, depending on their risk profile, that this narrower focus or exposure may be more bengficial.

We believe that the benefits associated with diversification far outweigh any detriments. Put simply, it reduces the risk profile of any investment. This is more
of a positive than negative feature, particularly, in the context of the Metropolitan Collection Fund.

Term

The Metropolitan Collection Fund is an investment vehicle of fixed life and duration. It has an end date of April 2007 (subject to certain rights of
extension) by which end date the Metropolitan Collection Properties are to be sold and your capital returned. The Merged Fund is a perpetual fund with
no right of an Investor to the return of capital upon the sale of an individual property. There is therefore greater reliance placed on the trading and
liquidity of units as a means of exit to an Investor than is the case with the Metropolitan Collection Fund. Please see section 5.2 in relation to liquidity.

Loss of relationship to NTA

An investor in the Metropolitan Collection Fund can eventually access the net tangible asset ("NTA") value of the underlying asset of the Metropolitan Collection
Fund (i.e. in essence the market value of the Metropolitan Collection Properties themselves). This occurs when the property is sold, the market value realised
and the Investor's capital returned. In the case of the Merged Fund, the NTA value is not readily accessed by a Unitholder. The trading price of the Units in the
Merged Fund may fluctuate and at values higher or lower than the NTA value of the Merged Fund. Using the S&P ASX 300 Listed Property Trust Index as an
example, these listed property trusts (as at 30 April 2003) traded at 14.65% above their NTA. They have continuously traded above their NTA since August,
1996. Set out below is a bar chart showing the Weighted Trust Index of Australian Listed Property Trusts since 1985.

You should note that since July, 1985 the chart shows that Australian listed property trust units have traded above their NTA 1.8 times more than they have
traded below their NTA.

No forecast or warranty is made as to how or on what basis the units in the Merged Fund will trade, and in particular, whether they will trade at any point in time
above or below NTA.

Potential Dilution

The strategy for the Merged Fund contemplates the raising of capita Weighted Trust Index Discount/Premium to NTA July 1985 to March 2003

to facilitate the acquisition of new property or to reduce debt. Any 50.00%
capital raised will reduce existing Unitholders’ percentage interest in -~ 40.00%
the Merged Fund. The price at which new capital is raised will ﬁgggj |
determine whether any capital raising impacts on the value of units. 10.%2"//0 m m ;iiillll 0 mmmwm.ﬂm
The Constitution and the Corporations Act provide certain 10.00% - W Ty
parameters aimed at protecting Unitholders from dilution. Property -20.00%
. . ey . . -30.00%
Funds Australia will determine the pricing of future issues having Jul- Jul- Jul- Jul- Jul- Jul- Jul- Jul- Jul- Jul- Jul- Jul- Jul- Jul- Jul- Jul- Jul- Jul-
regard to the Constitution, the law and Unitholders’ interests. 85 86 87 8 89 90 91 92 93 94 95 96 97 98 99 00 O1 02

Financial Year Ending 30 June
Source: Property Investment Research Ply Ltd.
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$200 MILLION IN
PROPERTY ASSETS
OVER 10 PROPERTIES

LONG LEASE TERMS

WELL BALANCED
DIVERSIFICATION

The Merged Fund Profiled

6.1 Introduction

Upon implementation of the Merger Proposal, the Merged Fund will have a property portfolio valued at
approximately $200 million. The portfolio includes retail, office, industrial, entertainment and car parking sector
assets.

The Portfolio has the following characteristics:-

e $200,310,000 in property assets over 10 properties;

e revenues of approximately $24 million per annum;

e astrong 5.2 year weighted average lease expiry;

e greasonably well balanced lease expiry profile;

e a4.4% Vacancy rate;

e 78,677m? of Net Lettable Area and a 316 bay public car parking facility;

e some excellent development and refurbishment opportunities;

e well balanced diversification (particularly by sector and tenant) with a material Queensland geographical bias.

At the end of this section 6, is an Australian Property Market Commentary by independent property researchers and
valuers - LandMark White. This commentary focuses on those property sectors and geographic locations which
affect the Portfolio.

6.2 The Properties

The Merged Fund will comprise 10 separate properties, summarised as follows:

Asset Sector Location % of Portfolio Current

Value Valuation
Post Office Square  Retail/Car Park Brisbane CBD, Qld 25.96 $52,000,000
Homeworld Centre  Retail/Office Tuggeranong, ACT 14.43 $28,900,000
Cairns Hypermart  Retail/Industrial/Office  Cairns, Qld 8.39 $16,800,000
Riverdale Centre  Retail/Entertainment Dubbo, NSW 7.84 $15,700,000
544 Kessels Road  Retail/Industrial MacGregor, Brisbane, Qld 514 $10,300,000
Centro on James  Retail/Entertainment Fortitude Valley, Brisbane, Qld 4.87 $ 9,760,000
Garden Square Office Upper Mt Gravatt, Brisbane, Qid ~~ 11.73 $23,500,000
Anzac Square Office Brisbane CBD, Qld 9.09 $18,200,000
388 Queen Street  Office Brisbane CBD, Qld 8.1 $16,250,000
The Precinct Office/Retail Coorparoo, Brisbane, Qld 4.44 $8,900,000

100.00% $200,310,000

PROPERTY FUNDS AUSTRALIA LIMITED



EXPOSURE TO A
DIVERSE RANGE OF
PROPERTY SECTORS

QUALITY MAJOR
TENANTS

6.3 Diversification -
Geographical

The following graph demonstrates the geographical
diversification of the Portfolio and its Queensland
geographical bias. Part of the future investment
strategy of the Merged Fund is to gradually reduce this
bias towards Queensland.

Geographic Diversification

QLD - Brisbane 55%
QLD - Regional 21%
ACT - Regional 16%
NSW - Regional 8%

6.5 The Tenants

The following pie chart illustrates the contribution by
income (approximately 50%) of the top 10 tenants. The
subsequent table identifies some of the more
recognisable tenants that make up part of the balance
of Portfolio income.

Tenant Profile

Kings Parking 11.3%
Coles-Myer 7.4%
Suncorp-Metway 6.9%
Energex 5.4%

State Gov't Admin 5.9%
NAB 3.4%

Woolworths 3.4%

Harvey Norman 3.0%
Reading Cinema 2.3%
Angus & Robertson Bookworld 2.0%
Balance of Portfolio 49.0%

\ui

THE MAJOR TENANTS OF THE PORTFOLIO
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6.4 Property Sectors

Sector

Suburban Retail 22%
Suburban Office 21%
CBD Qffice 19%
CBD Retail 13%
CBD Car Park 11%
Bulky Goods 7%
Entertainment 4%
Industrial 3%

Tenant % of Portfolio
Income

ALDI Stores 1.4%

Freedom Furniture Group

(including Capt'n Snooze) 0.6%

Carlton & United Breweries 1.9%

Palace Cinemas

(a Village Roadshow subsidiary) 1.6%

JB Hi-Fi 1.0%

Encel Stereo

(formerly Stereo Supplies) 0.9%

Trendwest Resorts 11%

Bob Jane T Mart 0.5%
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GOOD VALUE ADDING
OPPORTUNITIES

6.6 Lease Expiry, Average Lease Term & Vacancy Rate

The chart below shows the Merged Fund's current lease expiry profile. The Merged Fund will have a weighted
average lease term of 5.2 years and a Vacancy rate of approximately 4.4%.

Merged Fund - Lease Expiry Profile

% Income

‘03 '04 '05 '06 '07 '08 '09 '10 '11
and later

Financial Year Ending 30 June

6.7 Development & Refurbishment Opportunities

The Merged Fund has a number of value adding opportunities. Detailed below are two examples of such
opportunities to create total asset growth through development or refurbishment. If the Merger Proposal is
implemented, the Merged Fund will be better positioned to capitalise on opportunities of this nature as compared
with the current individual Merging Trusts by themselves.

Development Example

The 544 Kessels Road property (part of The Metropolitan Collection Fund) is a significant land holding on one of
Brisbane’s pre-eminent retail warehousing strips. The property is currently under utilised and we are considering
various options to fully develop the site through tenant driven leasing demand. The current improvements on the site
total 8,304m?. A further 4,000m? of bulky goods improvements can be added to the rear of the site adjoining an
existing 3,422m? warehousing facility. This warehouse style of facility will either be refurbished or demolished to
allow for an expansion of the retail warehousing use by another 5,000m? (possibly over two levels).

Refurbishment Example

The Garden Square Office Park (the sole asset of the Garden Square Fund) has a significant Coles Myer lease expiry in
December, 2004. Coles Myer lease approximately 7,360m? of space being the entirety of the larger of the two office
buildings and have leased this space since 1983. Coles Myer are unlikely to wish to renew their lease for all of this
space. The expiry of this lease will allow the Merged Fund to appropriately refurbish any unleased space and un-lock
potentially significant rental value both in the office component and also the large number of car parking bays currently
attached to this lease. The property lends itself to both government use and suburban corporate requirements. The
tenant make-up of the second office building within this office park consists of such a blend of corporate and
government tenants.

PROPERTY FUNDS AUSTRALIA LIMITED
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Note: Post Office Square is located under a civic park

POSt Ofﬁ c e S q u a re across from Brisbane’s GPO.

Key Data
Property currently owned by:

Capital Collection Syndicate

Description:

Post Office Square is a landmark property located in the heart of the Brisbane CBD. The property is directly opposite the GPO and 100 metres from Central railway
station. It comprises 25 refail shops and a six level underground car park of 316 spaces.

The retail component is predominantly food oriented. The property’s food court is located in the CBD office precinct. Post Office Square is essentially the gateway
to the “Golden Triangle” premium office precinct of the CBD and Central railway station with a reported 22,000 people a day passing through the complex.

Tenants include Kings Parking, Flight Centre, Angus & Robertson Bookworld, Muffin Break, Kodak Express, Perrotts Florists, Coffee Club and Subway. This
property has a well established retail history and offers the diversity of prime CBD retail and car park sector exposure.

The property, located between Queen and Adelaide Strests, also boasts a civic park above the food court level, which provides an enviable area for people to relax.
The Brisbane City Council holds a lease over this civic park which ensures that it is unable to be developed. The title to the property is expected to revert to the

Brisbane City Council in 2059.

Location: 280 Queen Street, Brisbane, Qld LEASE EXPIRY
Title: Terminating freehold Principal Use:  CBD retail and car park
Date Built: 1983 Date Acquired:  December 1999
Site Area: 3,311 m? Car Spaces: 316 50
Net Lettable Area: 1,765 m* Retail Vacancy: 3.65% 20
9,245 m? Car Park g 3
Weighted Av. Lease Expiry:  5.52 years % ”
10
Major Tenants "% 0 05 06 07 08 09 10 1 ‘M2
and later
% of Income Lease Expiry Financial Year Ending 30 June
Kings Parking 48% 30 November 2009
Angus & Robertson Bookworld 8% 16 October 2005
Coffee Club 2% 25 March 2012
Valuation Information
Value $52.0 million Valuation Date June, 2003 Valuer LandMark White
Market Income (Net)  $4.362 million
Capitalisation Rate  8.55% Discount Rate 10.75% Value/M? (NLA) $4,723
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Anzac Square Offices

Key Data
Property currently owned by:

Metropolitan Collection Syndicate

Description:

Anzac Square Offices is the commercial component of the award-winning Anzac Square heritage complex. This entire complex was successfully refurbished in
1998/1999 and reconfigured to include prestige residential apartments, serviced apartments, retail tenancies and the office component. The office component
fundamentally comprise two of the six towers within the Anzac Square development. The ANZAC Square Offices occupy a prominent corner location in the heart
of the Brisbane CBD and is in close proximity to the Queen Street Mall, central railway station and bus transport.

Major tenants of the property include Energex and MacGillivrays solicitors. Energex is responsible for electricity retailing in South East Queensland.
MacGillivrays is a medium sized Brisbane legal firm which employs approximately 130 people.

The office space provides floor sizes of around 1,200m? over 5 levels.

Location: 200 Adelaide Street, Brisbane, Qld LEASE EXPIRY
Title: Freehold — Volumetric Principal Use:  Commercial Office

Date Built: 1933 Date Acquired:  April 1999

Site Area: 2,046 m? Car Spaces: 29 60

Net Lettable Area: 6,083 m* Vacancy: Nil 50

40
30
20

Weighted Av. Lease Expiry:  4.62 years

% Income

Major Tenants 10
0 " " " ) ) I 1
% of Income Lease Expiry A
Financial Year Ending 30 June
Energex 58% 30 June 2008
MacGillivrays Solicitors 34% 30 April 2007

Valuation Information

Value $18.20 million Valuation Date June, 2003 Valuer LandMark White
Market Income (Net) $1.641 million
Capitalisation Rate ~ 9.00% Discount Rate 10.25% Value/M? (NLA) $2,992

NOTICE OF MEETING & EXPLANATORY MEMORANDUM 23



24

-

388 Queen Street

Key Data
Property currently owned by:
Trilogy Trust

Description:

388 Queen Street is a modern 14 level office building located on the edge of Brisbane's "Golden Triangle" CBD precinct. It is located 300 metres from the GPO and
provides close proximity to both the financial and retail sectors of the CBD. It is positioned approximately 100 metres from the Brisbane River where the majority of
the premium office buildings are located and where there has been considerable activity (e.g. refurbishment, new construction, etc.). The property is well positioned
and provides good amenity to all fransport services.

The property is currently fully leased. Suncorp Metway, Australia's sixth largest bank is a significant major tenant.

388 Queen Street is an attractive and well presented office building which features good natural light and two sizes of floors (371m? and 700m?).

Location: 388 Queen Street, Brisbane, Qld LEASE EXPIRY
Title: Freehold Principal Use:  Commercial office
Date Built: 1988 Date Acquired:  December 2001
Site Area: 911 m? Car Spaces: 39 80
Net Lettable Area: 6,239 m’ Vacancy: Nil N 23
Weighted Av. Lease Expiry: 2.35 years § jg
EE
20
Major Tenants I
‘03 ‘04 ‘05 '06 ‘07 '08
Financial Year Ending 30 June
Suncorp Metway 2% 28 September 2005
Valuation Information
Value $16.250 million Valuation Date June, 2003 Valuer LandMark White
Market Income (Net) $1.535 million
Capitalisation Rate ~ 9.25% Discount Rate 10.50% Value/M? (NLA)  $2,605
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Centro On James - Stage 3

Key Data
Property currently owned by:

Trilogy Trust

Description:
Centro on James is an exciting mixed use property located in the heart of the dynamic urban renewal precinct of Brisbane, two kilometres north-gast of the Brisbane

CBD. This unique recently completed mixed-use property is the third stage of the Centro on James development. The Centro precinct is an eclectic mix of office (eg
Nike, P & O Australia, Wang), showrooms, restaurants, quality warehousing and fresh produce markets producing a village atmosphere.

The uses of this property include a popular 4 screen Palace cinema complex (a Village Roadshow joint venture), attractive office accommodation and ground floor
retail component which includes a wine bar, bistro, furniture retail/showroom, travel agency, real estate agency and hairdressing salon.

The Centro on James development is a reasonably unique style of property development within the Brisbane market, particularly given its close proximity to the
Brisbane CBD. Furthermore, land costs in the vicinity of the property have significantly increased in recent years making the possibility of building competitive
product by other developers more difficult.

Location: 39 James Street, Fortitude Valley, Qld LEASE EXPIRY
Title: Freehold Principal Use:  Retail and entertainment
Date Built: 2000 Date Acquired:  December 2001
Site Area: 3,301 m? Car Spaces: 47 5
Net Lettable Area: 3,872 m? Vacancy: Nil 0
Weighted Av. Lease Expiry:  6.91 years 2 .
:\E: 20
Major Tenants 10
% of Income Lease Expiry R R
Financial Year Ending 30 June
Palace Cinemas 35% 13 December 2015
Workpac 18% 13 February 2007
Melandas Home Concepts 15% 14 January 2007
Valuation Information
Value $9.76 million Valuation Date June 2003 Valuer Chestertons
Market Income (Net) $0.844 million
Capitalisation Rate ~ 9.00% Discount Rate 10.25% Value/M? (NLA)  $2,428
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The Precinct

Key Data
Property currently owned by:

Metropolitan Collection Syndicate

Description:

The Precinct is located just 4 kilometres south east of the Brisbane CBD, in the well established inner city suburb of Coorparoo. Coorparoo comprises a mix of
residential, commercial and retail development. The property is conveniently located close to retailers such as Myer Megamart and Coles and is also well served by
nearby public transport including bus and rail.

The property’s dominant tenant is the National Australia Bank who occupy the ground floor office component of the complex which is principally used as the bank's
state mortgage processing centre. Tenants in the retail component of the property which represents 26% of its income include Infront Solutions and four
café/restaurant operators.

This area has been further enhanced over recent years with the completion of major multi-residential developments attracted to the area because of its accessibility
and close proximity to Brisbane city.

Location: 41 Harries Road, Coorparoo, Qld LEASE EXPIRY
Title: Freehold (volumetric) Principal Use: Commercial office and retail
Date Built: 1999 Date Acquired: April 1999
Site Area: 7,955 m? Car Spaces: 127 10
Net Lettable Area: 4,898 m? Vacancy: 3% %
Weighted Av. Lease Expiry: 5.06 years s
£
_% 40
Major Tenants 2 .
0
% of Income Lease Expiry 8o 05 oros W

Financial Year Ending 30 June

National Australia Bank 74% 29 April 2009

Valuation Information

Value $8.90 million Valuation Date June, 2003 Valuer Chestertons
Market Income (Net) $0.847 million
Capitalisation Rate  9.25% Discount Rate  11.25% Value/M? (NLA) $1.817
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Key Data
Property currently owned by:

Garden Square Syndicate

Description:

Garden Square is an office park comprising two separate commercial office buildings — one of three levels and the other of four levels. It is located 11kms south
gast of the Brisbane CBD and is located within the Garden City commercial and retail centre (one of Brisbane’s major regional hubs). The property is ideally located
for a regional office development having the benefit of being adjacent to the Garden City regional shopping centre, one of Queensland’s largest shopping centres.

The property has a high profile, with frontage to the South East Freeway. The property also offers easy vehicular access, excellent public transport links and a good
car parking ratio.

Garden Square has the location and image to attract significant tenants such as Coles Myer, Queensland Government and Citibank.

Since the property’s acquisition, a capital works program has been completed with improvements including upgrade to the lift foyers and interiors, reconfiguration of
the car park, new building signage and entrance statement. The property also has future development opportunities due to the land’s size and versatile zoning. This
zoning means there is an opportunity to increase improvements by 12,500m? of net lettable area.

Location: 643 Kessels Road, Upper Mt Gravatt, Qld LEASE EXPIRY
Title: Freehold Principal Use: ~ Commercial offices

Date Built: 1984 Date Acquired: March 1998

Site Area: 1.665 ha Car Spaces: 418 (approx) a0

Net Lettable Area: 12,935 m? (approx) Vacancy: 14% 70

60
50
40
30
20

Weighted Av. Lease Expiry: 2.21 years

% Income

Major Tenants 10
Financial Year Ending 30 June
Coles Myer 52% 2 December 2004
Qld State Govt. 1% 31 August 2007
Trendwest 8% 12 June 2005

Valuation Information

Value $23.5 million Valuation Date June, 2003 Valuer Chestertons
Market Income (Net) $2.816 million
Capitalisation Rate ~ 9.50% Discount Rate 11.33% Value/M? (NLA)  $1,817
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development option discussed below.

Key Data
Property currently owned by:

Metropolitan Collection Syndicate

Description:

544 Kessels Road MacGregor comprises almost 7 acres in one of Brisbane’s premier retail warehousing precincts. It is in a very prominent, easily accessible
location approximately 11 kilometres south of the Brisbane CBD. The immediate area is designated retail/industrial and is home to major retailers and
manufacturers such as Clive Peeters, Nick Scali Furniture, Retravision and AMart Furniture. The Kessels Road precinct continues to strengthen as a dominant
bulky goods precinct with new major retailers continually establishing outlets in the area.

This property currently comprises four separate buildings, operating with a retail/warehousing emphasis. Major tenants include JB Hi-Fi, Encel Stereo (formerly
Stereo Supplies) and Bob Jane T-Mart.

There is an excellent opportunity to add value to this property through staged redevelopment at the rear of the site so as to capitalise on its outstanding retail
location. We are currently assessing redevelopment options for a significant part of this property. Any redevelopment will only be undertaken if we think it is in
the best interests of the Investors.

Location: 544 Kessels Road, MacGregor, Qld LEASE EXPIRY
Title: Freehold Principal Use: Retail
Date Built: Various Date Acquired: April 1999
Site Area: 2.764 ha Car Spaces: 110 40
Net Lettable Area: 8,304 m’ Vacancy: 3% -
Weighted Av. Lease Expiry: 4.48 years E %
= %
10
Major Tenants g
Financial Year Ending 30 June
JBHi Fi 19% 12 March 2012
Encel Stereo (formerly Stereo Supplies) 18% 31 January 2012
Bob Jane T Marts 10% 9 September 2005

Valuation Information

Value $10.30 million Valuation Date June, 2003 Valuer Chestertons
Market Income (Net) $0.963 million
Capitalisation Rate  9.75% Discount Rate  11.25% Value/M? (NLA)  $1,240
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The Homeworld Centre

Key Data
Property currently owned by:

Capital Collection Syndicate

Description:

This mixed use property comprises a unique mix of bulky goods and convenience style retail with a first floor office use. It is located at Tuggeranong, approximately
17kms south west of the centre of Canberra. Tuggeranong is one of the three major town centres within the ACT and has excellent road access (eg 15-20 mins) to
the Canberra Givic Centre. Homeworld is adjacent to Tuggeranong’s regional shopping centre.

The property has a strong and broad tenancy mix with the office component leased to the ACT Government until 2009. The retail areas are leased to various
national chain and local operators including ALDI Grocery Store, Woolworths trading as Dan Murphy's, Dick Smith Electronics, Sportsmans Warehouse and PJ
O'Reilly's, a popular Irish pub.

Homeworld is located in a large established population centre which has historically experienced good population growth.

Location: Cnr Anketell Street and Soward Way, Tuggeranong, ACT LEASE EXPIRY
Title: Crown leasehold Principal Use: Retail and Office
Date Built: 1988 Date Acquired: December 1999
Site Area: 219 ha Car Spaces: 338
Net Lettable Area: 8,522 m* Retail Vacancy: 4% 20
3,835 m? Office 22
Weighted Av. Leasing Expiry:  6.80 years g
S
10
Major Tenants 5
Financial Year Ending 30 June
ALDI 9% 6 February 2017
ACT Government 29% 30 June 2009
(Woolworths) Dan Murphy’s 11% 22 December 2017

Valuation Information

Value $28.9 million
Market Income (Net) $2.926 million

Valuation Date June, 2003 Valuer Colliers International

Capitalisation Rate  10.00%

Discount Rate  10.75%

NOTICE OF MEETING & EXPLANATORY MEMORANDUM
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Cairns Hypermart

Key Data
Property currently owned by:

Trilogy Trust

Description:

This mixed use complex combines a bulky goods retail centre, a warehouse distribution facility and a small office component. The retail component is the largest
bulky goods centre in Cairns. The warehouse facility adjoins the retail centre and has recently been granted council approval to change from warehouse use to retail
use. This facility leased by Carlton & United Breweries has recently been sub-leased to Harvey Norman.

The offices are located over three floors on the northern end of the site. The property is on a major arterial road, Spence Street, linking the Cairns CBD to the north-
south highway. Caimns is one of Queensland’s major provincial cities with approximately 188,000 residents in the Cairns region. The property is located only 100
metres southwest of Cairns Central, the city's major regional shopping centre.

The Cairns City Council administration centre is directly opposite the property. This local precinct has been subject to recent development activity with both a
Bunnings outlet being completed and also a new State government office development also completed.

Location: 101-103 Spence Street, Cairns, Qld LEASE EXPIRY
Title: Freehold Principal Use: Bulky goods retail and office
Date Built: 1995 Date Acquired: December 2001
Site Area: 2.43 ha Car Spaces: 220 m
Net Lettable Area: 16,066 m’ Vacancy: 5% gg
Weighted Av. Lease Expiry: 5.05 years g 2
25
10
Major Tenants 5
0
Financial Year Ending 30 June
Harvey Norman 36% 30 September 2012
Carlton & United Breweries 23% 19 March 2005
Freedom Furniture 12% 31 July 2005
Valuation Information
Value $16.80 million Valuation Date June, 2003 Valuer LandMark White
Market Income (Net) $1.533 million
Capitalisation Rate  9.25% Discount Rate  11.00% Value/M? (NLA)  $1,046

PROPERTY FUNDS AUSTRALIA LIMITED
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The Riverdale Centre

Key Data

Property currently owned by:

Riverdale Trust

Description:

The Riverdale Shopping and Entertainment Centre is a quality community shopping and entertainment complex located in the heart of the vibrant, growing and
prosperous inland NSW city of Dubbo.

Dubbo has a resident population of 39,000 people. However, the city services the broader geographical population of approximately 120,000 people from the Orana
region. The city is strategically located at the intersection of the Brisbane / Melbourne Newell Highway, the Sydney / Adelaide Mitchell Highway and the major East-
West rail link.

The Riverdale Centre includes a strongly trading Woolworths supermarket, a successful Readings 5-Plex 1,072 seat cinema complex, well patronised tavern and 13
specialty retailers. Reading International Inc. operates multiplex cinemas in Australia, New Zealand, the United States and Puerto Rico and is further developing
entertainment centres in Australia and New Zealand.

The inclusion of the cinema complex (the only one in Dubbo and its surrounding shires) and tavern provides the centre with a major point of difference over other
retail facilities in Dubbo, particularly generating day and evening activity.

Location: 49-65 Macquarie Street, Dubbo, NSW LEASE EXPIRY
Title: Freehold Principal Use: Retail / Entertainment

Date Built: 1974, (Expanded 1999) Date Acquired: September 2002

Site Area: 1178 ha Car Spaces: 290 4

Net Lettable Area: 6,158 m* Vacancy: 1% %

30
25
20
15
10

Weighted Av. Lease Expiry: 9.9 years

% Income

Major Tenants Z
Financial Year Ending 30 June
Woolworths 33% 9 June 2019
Reading Cinemas 27% 8 June 2014
The River Inn Tavern 10% 31 December 2007

Valuation Information

Value $15.70 million Valuation Date June, 2003 Valuer Colliers International
Market Income (Net) $1.454 million
Capitalisation Rate  9.25% Discount Rate  10.75% Value/M? (NLA)  $2,549
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6.9 PROPERTY MARKET OVERVIEW

Set out below is a general market commentary relating to the CBD retail, grocery based-retail,
bulky goods retail, CBD commercial and car parking property sectors.

ECONOMIC ENVIRONMENT

GDP growth for Australia peaked during 2002 with the calendar year recording solid growth of 3.8% pa. The actual rate of
growth has been on the decline since mid-2002 with elements such as the drought, continued international economic
weakness, terrorism scares and more recently, the SARS virus all placing downward pressure on Australia’s economic
growth levels. Australia has enjoyed very strong economic growth compared to other major international economies and
barring unforeseen circumstances no major downturn is anticipated in the short term by major economic commentators.

Set out below are forecasts of economic indicators by Access Economics, recognised economists.

Table 1 - Summary of economic indicators 2003-2008

2002 2003 (f) 2003-08 (f)
nflation 3.00% 2.00% 1.95%
Cash rate 4.75% 4.80% av4.5%*
10 year T bond rate 5.90% 5.20% 5.70%
Economic growth 3.8% 31% 3.0%

Source: Access Economics March 2003 * extrapolated from the 30 day bill rate

Weakness in international and Australia’s share markets have seen a flight of money from that sector into alternate
investment classes. With the current low interest rate environment property has been the major beneficiary with a
noticeable increase in the weight of funds seeking property investment across the board. This has seen some downward
pressure on yields and strong competition between prospective purchasers for all quality assets offered to the market.

CBD RETAIL

The CBD retail asset class encompasses the mix of retail facilities in and around the CBD, often concentrated around the
mall retail hubs, in tandem with major transport infrastructure or located along pedestrian trails “ant tracks” between
transport links and the major office buildings. Traditionally a market characterised by discretionary spending based around
large department stores, the retail market within the CBD areas has changed dramatically over recent years.

The tenancy composition of the CBD retail market is now more aligned with meeting the needs of the CBD workforce
and the increasing resident population rather than solely focussing exclusively on the “big day out” shopping trip.
Accordingly the tenant base has broadened with greater emphasis on food courts, coffee shops and
convenience/grocery outlets to service the needs of both the office worker and the increasing resident population.

In general terms the strength of a CBD retail centre remains largely linked to the state of the economy and to
consumer spending growth. The underlying base of workers within the CBD of any city provides a stable, and
continuously growing catchment for the CBD retailers.

The market has been buoyed by the strong retail spending growth seen over the past two years, as shown in the
graph above. With the best CBD retail opportunities generally located within a small geographic area the market is
quite tightly held, with very firm yields seen over recent years.

Australian total retail turnover annual growth
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SeCtion GROCERY-BASED RETAIL

A neighbourhood retail centre provides for the basic retail needs of a local catchment area,

the centre will typically contain one supermarket tenant and be surrounded by a cluster of

complimentary speciality stores (newsagent, butcher, bakery, deli, florist etc). The success of Landhark While
a neighbourhood centre is based on being able to successfully meet the everyday shopping

needs of the catchment population by providing a mix of convenience and a wide enough

range of products and services.

Over the past two years there has been strong competition between the major supermarket retailers to secure
additional marketshare through the opening of new centres, both in growing regional areas and by providing more,
smaller centres, within the inner to middle ring suburbs. This has seen the design of many centres change slightly
with fewer specialty stores generally seen in the more modern neighbourhood centres.

The net rental income of a neighbourhood centre should ideally be dominated by the rental from the supermarket
tenant (typically a strong covenant such as Coles or Woolworths) providing a degree of surety to the income
typically over a long lease term. While there has been only moderate growth in speciality tenancy rentals over the
past few years, the turnover rental growth of the supermarkets provides the majority of potential upside to the income
over the life of an investment.

Australian food retail turnover annual growth
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Although grocery spending generally is considered as a relatively inelastic portion of consumer spending the sector
is still subject to fluctuations in the economy and retail spending levels, as shown in the graph above. The success
of individual centres tends to be aligned to issues such as: the level of competition within the catchment; operator
of the supermarket; number of specialty shops; accessibility/traffic/parking issues; maintenance/growth of the
catchment population; and maintenance/growth of the average household disposable income of the catchment.

The neighbourhood centres are generally at a purchase price level which attracts investor interest from a broad range of
private investor, syndicates and specialised trusts. Demand for such opportunities is strong with new centres attracting
yields in the region of 8.5%, while older centres remain 150-250 basis points higher.

BULKY GOODS CENTRES

Bulky goods retailing is a maturing market sector within the retail industry in Australia, having developed over the
past five to ten years. This type of trading is well established in the United States and United Kingdom where it is
referred to as power centres or homemaker centres.

Bulky goods centres comprise both stand alone single tenant properties and large facilities containing a number of
tenants, not necessarily with a dominant or anchor tenant. The focus is typically upon homewares such as
furnishings, electrical and white goods, bedding and decorator items.
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Retail turnover within the bulky goods industry has, over the past two years, been primarily driven
by growth in the housing market. Consumers have been spending on building and outfitting new
homes, as well as renovating. Household goods retailing has been the largest contributor to retail
turnover growth in the past year, increasing by 10.3% over the year to March 2003.

Australian household goods retail turnover annual growth
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In terms of turnover, the bulky goods retail industry is valued at approx $23.6 billion across Australia, which accounts
for somewnhere in the vicinity of 14% of total retail spending. A buoyant housing market is a positive for bulky goods
retailing, but given the nature of the products involved, other key market drivers will continue to support the sector.

Bulky goods centres tend to proliferate in regions of elevated population growth and a high incidence of new housing
construction, typically on the fringe of metropolitan areas. Suburbs that have sufficient land availability or existing
properties suitable for redevelopment have seen construction occur.

Bulky goods retail centres provide another dimension to traditional retail investments, and are increasingly in demand
by a range of investors including property trusts, syndicators and high net worth individuals. Yields and rental levels
for the bulky goods retail sector have improved from the levels associated with industrial property in the early to mid

ningties, towards the levels of the mainstream retail market.

CBD COMMERCIAL

The commercial office property market comprises CBD, near CBD and suburban business centres across all major
cities of Australia. While individual demand/supply balance conditions vary from city to city certain fundamentals are
common to all commercial markets.

The demand for office accommodation is largely determined by the number of white collar workers within a region. White collar
employment growth comprises the level of employment growth within the four sectors of IT & Communications, Finance &
Insurance, Property & Business Services and Public Administration. Following extremely strong growth during 2000 the IT &
Communications sector in particular faced falling employment levels through 2001 and 2002. White collar employment growth
has fallen for the past two calendar years as the communications sector and, more recently, the finance and insurance sector
saw net losses in employment levels. The results would have been far worse if not for the strong public sector employment
growing at 7.7% (2001) and 8.1% (2002) from both the Federal and State levels. Going forward 2003 is expected to see
recovery to 3.92%. This also is expected to represent the strongest result during the next five years.

table 2 — white collar employment growth

Calendar year 2000 2001 2002 2003 2004 2005 2006 2007
Communications sector 166% -14% -40% 21% 14% 06% -07% 1.3%
Finance & insurance 6.9% 37%  -0.6% 2.5% 1.0% 1.2% 0.0% 1.9%
Property & business services 8.0% 1.6% 1.5% 3.7% 1.3% 1.4% 0.5% 2.4%
Public administration 05% 7.7% 81% 64% -02% 03% -07%  03%
Total 709% 28% 192% 392% 097% 1.07% 0.08% 1.80%

Source: Access Economics March 2003

The graph opposite shows that the total quantum of white collar workers has now recovered to the point where the current level
is higher than the previous peak in March 2001. However, this recovery from mid-2002 was not reflected in net absorption
across Australia. While several market recorded positive net absorption the Australian market as a whole, as surveyed by the

PROPERTY FUNDS AUSTRALIA LIMITED



Se Ct I O n Property Council Australia, saw net absorption fall by 120,000m? during the calendar year 2002. This shows
that there was a degree of excess capacity, or “hidden vacancy” within the market during the past 18 months.

This is now expected to have been largely expunged by the recent employment growth. Further employment
growth is anticipated to begin to translate more directly to expansions of office accommodation.

Quarterly Australian white collar employment levels
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The market rental for office accommodation is determined by its location, the quality of accommodation and the particular
demand/supply pressures within the market in question. The relationship between demand and supply is measured by the
Property Council of Australia which publishes surveyed vacancy rates across the major office markets on a six-monthly basis,
a graph of selected major commercial markets is shown below. A lower vacancy rate translates to higher competition between
tenants for available accommodation that provides the best conditions for market rental growth.
Australian CBD office markets
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As a traditional investment alternative, particularly for the larger institutional investors and listed property trusts the
office sector has generally been tightly held with limited investment opportunities. With the current weight of money

within the property investment sector office yields have remained steady with strong competition for assets offered
formally to the market.

CAR PARKS

From a property investment perspective a car park is generally located within the CBD or near city areas and is leased
or licensed to a car parking operator who then provides a mixture of casual and permanent parking services to
consumers. There have been strong signs of an increasing turnover and profitability within the car park industry
evidenced by continuing tariff increases imposed in the prominent CBD car parks. Additionally a number of major car
parks which have been put to tender have been the subject of strong interest from major car park operators.

The health of the CBD car park industry is directly influenced by the state of the CBD office markets and the general

retail market. While these two markets are performing consumers and office workers will utilise the limited number of
car parks available within any CBD.

Car parking is subject to influence by political decisions and has often been an active political issue as regulators
attempt to reduce the amount of commuter traffic entering a city on each day and to encourage the use of public
transport. Local governments have imposed, or proposed car park levies; actively discouraged the development of any
further public car parking facilities; endeavoured to close down any un-licenced car park operations on vacant land; and
strictly applied a reduced allocation of car bays to new office and retail developments.

Accordingly, this political pressure to restrict any further car parking facilities has the effect of reducing or restricting
future competition in this asset class, giving existing assets the benefit of scarcity. The restriction of supply of further
bays, in a neutral regulatory environment, provides the opportunity for rental growth within existing assets.
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Structure and Strategy

7.1 Introduction
The Merged Fund will be a Bendigo Stock Exchange listed property trust. It is intended that the Merged Fund will:-

e e operated so as to endeavour to meet the Merged Fund's objectives;
e be managed in accordance with the management strategy described below;

e grow in accordance with the investment strategy using the future acquisitions process described below.

7.2 Structure

The Properties will be owned either directly by the Merged Fund or via a wholly owned trust, providing maximum
flexibility for subsequent on-sale.

The structure of the Merged Fund upon implementation of the Merger Proposal is set out below:-

® nvestors I
> PFA DIVERSIFIED I "
PROPERTY TRUST Merged Fund
OWNS ALL OTHER PFA Diversified Property Trust
MERG'NG TRUSTS (formerly Trilogy Trust)
[
Metropolitan Capital Collection '
Garden Square Trust Gt T s Riverdale Trust
[
Garden Square Metropolitan Capital Collection
Syndicate Collection Syndicate Syndicate

1 Property 3 Properties 2 Properties 1 Property
> PROVIDE STABLE

AND GROWING 7.3 Objectives
DISTRIBUTIONS

Our objectives for the Merged Fund are to:-

e provide stable and growing distributions to Unitholders;
e (eliver sound growth in the value of the Portfolio;

e grow the Merged Fund by the acquisition of additional properties through associated capital raising so as to
enhance the diversification of the Merged Fund and thereby lower Unitholder’s risk. We see growth in the Merged
Fund as being beneficial to Unitholders from the viewpoint of both enhancing stability of return and underpinning
of the Merged Fund's value;

e maximise the total returns to Unitholders.

PRGN 7.4 Investment Strategy

PROPERTIES IN The investment strategy of the Merged Fund will include investing:-
DIVERSE SECTORS

e {0 create a portfolio of quality properties which are diversified by property sector, geographic location, tenant
profile and lease expiry;

e in sectors and locations we consider will deliver the best overall performance recognising that at times it may be
necessary to increase weightings in certain sectors and geographic locations that may be expected to outperform;

o in properties generally in the price range of $10 million to $50 million;
e 50 as to avoid having a large exposure to any particular market sector, property or tenant.

We may approve investments which do not meet the above criteria if we consider this to be in the best interests of
Unitholders.
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EXTENSIVE DUE
DILIGENCE

> ACTIVE MANAGEMENT

EXISTING INVESTORS
GET PRIORITY IN
FUTURE PUBLIC
CAPITAL RAISINGS

1.5 Future Acquisition Process

Properties to be acquired will be:-

e the subject of independent valuation, carried out by
reputable valuers prior to acquisition to determine
fair market value;

e subject to our usual extensive due diligence
investigations;

e considered after due regard to other factors
including:-

© impact on distributions;
e impact on future stability of distributions;

e the property's forecast income and growth
potential.

7.6 Management Strategy

Our management strategy will be to:-

e maintain and actively manage the portfolio with a
focus on enhancing the income stream;

e maintain and develop relationships with tenants to
meet their current and future requirements;

e add value to the existing portfolio through timely
redevelopment or refurbishment;

e (dispose of properties when they no longer satisfy
the long term objectives of the Merged Fund;

© manage interest rate exposures;

e focus on the management of the cost of capital to
the Merged Fund.

1.7 Future Equity Raisings

It is our current intention to undertake future equity
raisings so as to facilitate growth in the assets of the
Merged Fund, or reduction in debt. Whilst it is our
current intention to give existing Unitholders priority in
any future public equity raisings, we may raise equity for
the Merged Fund in other ways, including public offers or
private placements, where we consider it is in the best
interests of Unitholders in the Merged Fund to do so.

We will ensure that all future equity raisings will be
undertaken in accordance with the Constitution and the
law and in particular within the parameters established
for issue price in the Constitution (refer section 13.1).
Any future equity raisings may impact the distributions
and Tax Sheltered portions of the distributions from the
Merged Fund.

7.8 Monthly Distributions

It is our current intention to continue to make monthly
distributions. This will be a reasonably unique feature
of the Merged Fund when compared with other
similarly diversified and stock exchange listed property
trusts. Distributions will continue to be paid by
electronic funds transfer.

NOTICE OF MEETING & EXPLANATORY MEMORANDUM

7.9 Valuations

Each property within the Merged Fund will be
independently valued each financial year. We may
revalue any property within the Merged Fund when we
believe that there has been a significant change in the
value of that property. We may elect not to have a
particular property revalued in any year.

7.10 Liquidity — Bendigo
Stock Exchange Listed

The Merged Fund will be a $200 million property trust
listed on the Bendigo Stock Exchange. The Merged Fund
will initially have approximately 3,000 investors. Whilst
liquidity is not guaranteed, the size of the fund and
number of Unitholders is likely to enhance interest in the
Merged Fund leading to market activity in the Units.

The Metropolitan Collection Syndicate and the
Metropolitan Collection Trust have only recently listed
on the Bendigo Stock Exchange (BSX). Your recent
investor update provided a guide to the use of the BSX
as far as it relates to trading in your investment.

The Bendigo Stock Exchange began trading in 2001.
In February 2003, it announced the establishment of a
specialist property market within its exchange.

Merged Fund Units will be able to be traded by
contacting an accredited BSX broker. For example,
ABN AMRO Morgans are prepared to assist Investors
in transacting their units in the Merged Fund should
the Merger Proposal be implemented. The names of
accredited BSX brokers and the BSX listed securities
trading prices are available on www.bsx.com.au.

As the Merging Trusts have only recently listed on the
BSX and due to their comparably small size, there is
unlikely to be much trading on the BSX in their units or
|ots prior to the Merger Proposal being implemented.

As at May 2003, there had been no trading of units in the
Metropolitan Collection Fund on the BSX. Prior to the
Metropolitan Collections Fund’s listing, there were
485,000 Interests traded at a price of $1.00. Historically,
Interests in the Merging Trusts have traded at $1.00 per
Interest (i.e. 97.5% of transactions).

71.11 Debt Policy

We are of the view that, in a low interest rate
environment, it is not necessary for a property trust to
be geared to relatively low levels. Of course, we
recognise that the quantum of interest exposure has to
be balanced against the tenancy profile and the value
of the properties used as security, relative to the long
term fluctuation of the values of that class of property.
Specific details on the debt profile and the debt policy
for the Merged Fund are set out in section 9.
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| n8 . . .
Financial Information

8.1 Introduction

Set out below are the forecast distributions for the 12 months ending 30 June 2004 (‘the Forecast Period’) for the Metropolitan Collection Syndicate and
the Merged Fund together with the pro forma statement of financial position as at 30 June 2003 for both the Metropolitan Collection Syndicate and the
Merged Fund.

The Metropolitan Collection Trust is an investor in the Metropolitan Collection Syndicate. Historically the distributions to Metropolitan Collection Trust
Unitholders have mirrored the distributions to Metropolitan Collection Owners per $1 originally subscribed. The Tax Sheltered component has
however varied. The forecast distribution statement in section 8.3 sets out the Metropolitan Collection Syndicate forecast. It is equally applicable to
Metropolitan Collection Trust Unitholders in terms of the forecast distribution yield. The Tax Sheltered percentages are forecast to be 61% of the
distribution for the Metropolitan Collection Syndicate and 100% of the Metropolitan Collection Trust.

The assumptions and other details on which the forecast distributions and pro-forma statements of financial position are based are set out in the notes.

Outlined elsewhere in this explanatory memorandum is the possibility of future capital raisings, restructuring of the debt arrangements, the Buyback
Proposal and the potential of future acquisition of investment properties. These and other events may or may not occur during the Forecast Period
and have not been reflected in the financial forecasts.

There have been no material changes to the financial position of the Metropolitan Collection Syndicate since 31 December 2002. The proforma statement of
financial position in section 8.4 represents the Director’s forecast statement of financial position of Metropolitan Collection Syndicate as at 30 June 2003.

8.2 Distribution

Each Metropolitan Collection Investor will receive 0.9918 Merged Fund Units for each Lot in the Metropolitan Collection Syndicate or unit in the
Metropolitan Collection Trust held. The forecast distribution for Metropolitan Collection Investors for the Forecast Period based on each $1.00 originally
subscribed is 8.84 cents per annum if the Merger Proposal is not implemented and 9.40 cents per annum if the Merger Proposal is implemented.

8.3 Forecast Distribution Statement

For the financial year ended 30 June, 2004
Merged Fund

Metropolitan Collection (PFA Diversified
Note Syndicate Property Trust)
1 $ $
REVENUE
Net property income 2 4,422,005 23,855,609
Interest revenue 3 - 476
TOTAL REVENUE 4,422,005 23,856,085
EXPENSES
Property expenses 4 890,441 5,006,330
Fund expenses 5 393,005 1,816,857
Interest expenses 6 1,572,052 8,218,263
TOTAL EXPENSES 2,855,498 15,041,450
NET INCOME 7 1,566,507 8,814,635
Merger costs 8 98,789 1,303,300
NET INCOME - after Merger costs 1,467,718 7,511,335
Funds drawn from existing debt facilities - 1,303,300
CASH AVAILABLE FOR DISTRIBUTION 9 1,467,718 8,814,635
PROPOSED DISTRIBUTION 1,467,718 8,814,635
DISTRIBUTION YIELD EXPRESSED PER $1
ORIGINALLY SUBSCRIBED 8.84% 9.40%
TAX SHELTERED COMPONENT OF DISTRIBUTION 10 61% 76%
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NOTES ON FORECAST DISTRIBUTION STATEMENT

Note 1 Best Estimate Assumptions

The forecasts have been prepared based on best estimate assumptions and the assumption for the Merged Fund that the Merger Proposal is implemented
on 30 June 2003. All figures are shown net of GST effect. The significant best estimate assumptions are outlined below. Property Funds Australia
considers each assumption to be reasonable, given the current state of knowledge on each assumption as at the date of this explanatory memorandum.

Note 2 Net Property Income

Net property income is the gross income received from the relevant properties less outgoings payable. The net property income is based on the
following assumptions:

e All current contracted obligations in relation to income payments (i.e. rent and rental support) are paid as and when due. These payments represent
96.34% of the forecast revenue during the Forecast Period for the Metropolitan Collection Syndicate and 97.93% of the forecast revenue during the
Forecast Period for the Merged Fund.

e Forecast consumer price index increases are as per Access Economics forecasts from 2003.
e (utgoings for the properties are forecast to increase in accordance with the above consumer price index forecasts.

Note 3 Interest Revenue
This is the amount of interest earned on the balance of the relevant entities operating account from time to time, at a rate of interest of 4.00% pa.

Note 4 Property Expenses
Outgoings include all recoverable and non recoverable expenses and are forecast to increase in accordance with consumer price index forecasts.

Note 5 Fund Expenses

This includes all expenditure items incurred in the operation of the relevant entities. Firm estimates have been made for management, custodian and
compliance committee fees, accounting, audit and registry costs. An estimate for valuation, administration and reporting costs has also been allowed.

The management fees component is 0.25% pa of the gross value of assets under management and 3.5% pa of the ‘net income’ (as defined in the
constitution) for the Metropolitan Collection.

The management fee component for the Merged Fund during the Forecast Period is 0.54% pa of the scheme value (as defined in the Constitution).

Note 6 Interest Expenses

The interest rate used during the Forecast Period is 6.39% pa for the Metropolitan Collection Syndicate. The interest rate used during the Forecast Period
for the Merged Fund is 6.85% pa. This represents the weighted average interest rate based on existing finance facilities (refer to section 9). A capital
expenditure budget of approximately $300,000 is required during the Forecast Period for the Merged Fund. This is to be funded by cash on hand.

Distributions to unitholders are affected by interest rate movements. If interest rates move by +/- 0.25% per annum compared to those used in these
financial forecasts, distributions will be impacted as follows:

Movement In Interest Rate Distribution Movement (cents per unit per annum)
Metropolitan Collection Fund Merged Fund

+0.25 -0.17 -0.07

-0.25 +0.17 +0.07

Note 7 Net Income
This is the net income generated by the relevant entity.

Note 8 Merger Costs

This amount represents the total anticipated costs of implementing the Merger Proposal and has been based on firm cost estimates. The Merger costs
payable by the Metropolitan Collection Syndicate are shown in the estimate of the costs that would only be payable by the Metropolitan Collection
Syndicate if the Merger Proposal is not implemented. The Merger costs if the Merger Proposal is implemented, are estimated to be $1,303,300. This
amount will be capitalised and amortised over 5 years.

Note 9 Cash Available for Distribution
This is the estimated cash available for distribution that could be distributed to Unitholders.

Note 10 Tax Sheltered Component of Distribution

The Tax Sheltered component of the proposed distribution to Unitholders is that part of any non-taxable distribution to Investors attributable to such
factors as building allowances, the depreciation of plant and equipment and the amortisation of business establishment, capital raising and borrowing
costs. Note that the Tax Sheltered components affect the cost base of your investment. Please read the tax report in section 12 relating to this affect.
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8.4 Pro Forma Consolidated Statement of Financial Position as at 30 June, 2003

Metropolitan Collection Merged Fund
Syndicate (PFA Diversified
$ Property Trust)
$
CURRENT ASSETS
Cash (465,769) 364,435
Receivables 132,559 886,203
Other 31,267 158,042
TOTAL CURRENT ASSETS (301,943) 1,408,680
NON-CURRENT ASSETS
Investment — property 3 37,400,000 200,310,000
Goodwill 4 - 878,695
Other financial assets 5 2,387,950 11,544,069
TOTAL NON-CURRENT ASSETS 39,787,950 212,732,764
TOTAL ASSETS 39,486,007 214141444
CURRENT LIABILITIES
Payables 176,327 744,303
Interest bearing liabilities - 1,303,300
TOTAL CURRENT LIABILITIES 176,327 2,047,603
NON-CURRENT LIABILITIES
Interest bearing liabilities 23,775,000 119,954,402
TOTAL NON-CURRENT LIABILITIES 23,775,000 119,954,402
TOTAL LIABILITIES 23,951,327 122,002,005
NET ASSETS 15,534,680 92,139,439
No. of Units on Issue 16,600,000 93,013,972
Net asset backing per Unit 93.58 cents 99.06 cents

NOTES TO THE PRO FORMA CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Note 1 Statement of Significant Accounting Policies

The pro forma consolidated statement of financial position has been prepared in accordance with Australian Accounting Standards, Urgent Issues Group
Consensus Views and other authoritative pronouncements of the Australian Accounting Standards Board, the Corporations Act 2001 and the terms of
the relevant constitution.

The financial statements have been prepared on an accruals basis and are based on historical costs and do not take into consideration changing money
values or, except where stated, current valuations of non-current assets. Cost is based on the fair values of the consideration given in exchange for assets.

Note 2 Principles of Consolidation

The proforma consolidated statement of financial position has been prepared on the basis that the Merger Proposal is implemented on 30 June, 2003
as the Effective Date and that entities controlled by the Merged Fund are consolidated as at that date.

A controlled entity is any entity controlled by the Merged Fund. Control exists where the Merged Fund has the capacity to dominate the decision-
making in relation to the financial and operating policies of another entity so that the other entity operates with the Merged Fund to achieve the
objectives of the Merged Fund.

All inter-entity balances and transactions between entities in the economic entity, including any unrealised profits or losses, have been eliminated on
consolidation.
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Note 3 Investment — Property

Property consists of investments in property, primarily of land, buildings and improvements to land and buildings. Investment property is measured on
the fair value basis. All investment properties have been independently valued at June 30, 2003 and are reflected in the proforma consolidated statement
of financial position at independent valuation.

The Manager reviews the valuations on an ongoing basis with valuation updates obtained on at least an annual basis. The revaluation will be based on
market value that represents the price at which the property can be sold at the date of the revaluation assuming a reasonable exposure to the market and
settlement period.

Where a material variance arises, a revaluation is required to align the carrying amount of investment property with its fair value. Revaluation increments
are recognised as increases to the asset revaluation reserve, except to the extent that they represent reversals of prior revaluation decrements. Reversals
of prior year revaluation decrements are recognised in the statement of financial performance as a revenue to the extent of the prior revaluation
decrements. Revaluation decrements are recognised as expenses in the statement of financial performance, except to the extent that they represent
reversals of prior revaluation increments. Reversals of prior revaluation increments are recognised as decreases to the asset revaluation reserve to the
extent of the prior revaluation decrements.

The revaluation has not taken into account any potential capital gains tax on assets acquired after the introduction of capital gains tax.

Property is not depreciated as it is held as an investment where the value of the land, buildings and improvements is expected to appreciate over time.

Note 4 Goodwill

Goodwill and goodwill on consolidation are initially recorded at the amount by which the purchase price for a business or for an ownership interest in a
controlled entity exceeds the fair value attributed to its net assets as at date of acquisition. Both purchased goodwill and goodwill on consolidation are
amortised on a straight line basis over the period of 20 years. The balances are reviewed annually and any balance representing future benefits for which
the realisation is considered to be no longer probable are written off.

Note 5 Non-Current Other Financial Assets
Other assets consist of acquisition costs, establishment costs, borrowing costs and costs incurred in the Merger Proposal.

Acquisition and establishment costs include but are not limited to stamp duty on purchase, legal costs, Property Funds Australia’s initial fee and due
diligence costs.

Merger costs include but are not limited to legal costs, independent experts fee, Property Funds Australia’s fee, accounting and due diligence costs.
These costs are capitalised to the extent of the future economic benefits expected to be derived from their initial incurrence.

The borrowing costs are amortised on a straight-line basis over the term of the loan. For controlled entities, the acquisition and establishment costs are
amortised on a straight-line basis.

The Merged Fund (to be known as PFA Diversified Property Trust) will be a Bendigo Stock Exchange listed trust on completion of the Merger Proposal.
The acquisition, establishment and merger costs will continue to be amortised on a straight-line basis.

Note 6 Income Tax

The Merged Fund adopts the liability method of tax effect accounting whereby the income tax expense shown in the proforma statement of financial position
is based on the profit from ordinary activities before income tax adjusted for any permanent differences and distributions of taxable income to beneficiaries.
No liability has been raised for income tax as it is unlikely that any taxable income will be payable by the Merged Fund in the 2003/2004 tax year.
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| n9 Borrowings

9.1 The Existing Arrangements

The profile of the debt collectively associated with the Portfolio and which will become the debt of the Merged Fund (if the Merger Proposal is
implemented) is as follows:-

e term debt totalling $119,957,000 advanced by four financiers;

e this represents a loan to value ratio of 60%;

e 2.25 times interest cover (calculated against existing commitments);
e $3.5 million in combined overdraft facility limits.

The borrowings are secured by recourse to the Properties only (i.e. the relevant financiers are not entitled to make a claim against an Investor's own
assets, only the assets of the Merging Trusts). This will remain the case, should the Merger Proposal be implemented.

77% of the debt funding has fixed interest rates or is hedged with the balance 23% being on variable rates. This is illustrated below:

Interest Rate Profile Debt Maturity Profile

$Millions

Fixed or Hedged - $92.522M  77%
Variable - $27.435M  23%

20% of the debt is due for facility renewal in the 2003/04 financial year and 41% of the debt is due for facility renewal the following financial year.
However the remaining 39% of the debt has a term of between four and five years remaining.

The average interest rate on the fixed rate and hedged component of the debt portfolio is 7.07% p.a.

The weighted average financiers’ margin across the debt portfolio is currently 1.25% p.a. This percentage is added to the financers’ cost of funds to
arrive at the applicable interest rate.

The following graph outlines the various fixed or hedged portions of the debt portfolio referenced against the hedging expiry date and the fixed or
maximum rate for those facilities that have a ‘cap and collar’ arrangement.

Hedged Debt Analysis
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9.2 The Proposed Debt Restructure

One of the key benefits of the Merger Proposal is the opportunity to significantly reduce the cost of debt over time by way of a reduction in the financiers’
margins. This can be achieved because of the diversification and size of the Portfolio.

We have received refinancing proposals from a number of financiers in the event that the Merger Proposal is implemented. Refinancing would:-

e reduce interest margin costs. We believe that a reduction of 0.25% per annum is conservatively achievable. This equates to
approximately a $300,000 p.a. cost saving available to the Merged Fund;

e eliminate any refinancing risk of the two debt tranches totalling 61% of the debt portfolio that matures during the 2003/04 and 2004/05 financial years;
e extend the debt maturity profile for the entire debt portfolio;

e gliminate many adverse asset specific loan covenants;

e produce savings in the costs of the overdraft facilities;

e reduce the number of financiers to two;

e produce a structure that allows for the continual adjustment (repayment/further borrowings) of term debt;

e produce a structure that provides us with the flexibility to undertake a commercial mortgage backed securities issue, without any further restructuring
costs. We believe that this style of issue could occur once the total debt Portfolio of the Merged Fund was in the order of $175 million and could
result in further interest margin reductions.

9.3 Potential Savings of Refinancing Proposal

If the Merger Proposal is implemented, the proposed refinancing of the Merged Fund’s debt portfolio is likely to achieve savings
of approximately $300,000 per annum for the 2004/2005 year. It is envisaged that the refinancing is likely to occur in three stages during the
2003/2004 financial year. Due to the staged approach, savings in the 2003/2004 year are expected to be approximately $223,000.

The stages, timing and potential savings in the 2003/2004 year are shown in the table below:-

Stage Debt amount Approximate date of refinancing Expected saving 03/04
1 $58,190,000 August 2003 $176,000
2 $49,577,000 January 2004 $37,000
3 $12,190,000 April 2004 $10,000
Total $119,957,000 $223,000

The benefits of these potential savings have not been included in the financial forecasts in section 8. The potential savings
represent increased earnings of .24 cents per Merged Fund Unit p.a. in 2003/2004 and .32 cents per Merged Fund Unit p.a.
in 2004/2005.

9.4 Hedging Strategy

We intend to keep all of the existing fixed term and hedging arrangements in place. The existing arrangements are detailed in section 9.1. We are of the
view that the current blend of 77% hedged or fixed interest rates and 23% variable interest rates is an appropriate mix for the Merged Fund and
consistent with the Merged Fund's objectives and investment strategy.

9.5 Future Gearing Levels

We propose to reduce the gearing within the Merged Fund over the medium term. Currently the debt equates to 60% of the gross property value of the
Portfolio. It is intended to reduce this gearing level to approximately 40% of gross property value over the medium term. The Constitution provides
flexibility to increase gearing up to 75% of the value of total property assets. The gearing will fluctuate depending on the circumstances and
opportunities from time to time. It is our intention to only temporarily increase gearing for specific property acquisitions.

Reduction in debt provides a sound opportunity to further reduce volatility of future earnings and accordingly a reduction in volatility of Investors'
distributions.

Reductions in debt will most likely be achieved by way of future capital raisings for the Merged Fund at appropriate times.
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_ssctof] (] Risks

You should be aware that the future level of income and capital distributions and Unitholder’s total returns from the Merged Fund may be influenced
by a number of factors, some of which may be outside our control. Set out below are examples of some of these factors or risks. Many of these
factors or risks, you may already be subject to with your investment in the Metropolitan Collection Fund.

Economic Conditions

The performance of any individual property or the Portfolio in general may be affected by many factors including:

e consumer spending;

e tourism;

e employment levels;

e inflation;

e interest rates;

e faxation;

e investment market performances generally

The demand for property by both tenants and investors may be affected by the general economic conditions relevant to any individual property or the
Portfolio in total.

Competition, socio-economic & demographic factors

The entry of competing properties in the respective areas of the Portfolio may cause adverse effects, such as greater difficulty in reletting or a
reduction in growth or fall of rents. Similarly, changes to the socio-economic and demographic make-up of the locations in which the Properties are
situated may also cause an adverse effect, particularly for a retail property.

Taxation Law

Taxation law is currently in a state of flux with a considerable government focus on taxation reform and a constant review of GST. In respect of GST,
certain assumptions have been made as to the valuation profession’s approach to market rent reviews relating to whether GST is recoverable or non-
recoverable from a tenant under the terms of a particular lease. There is also a range of tax reform proposals being constantly considered by the
Government particularly in relation to entity taxation. These reform proposals could impact upon Unitholders.

Insurance Risk

While we remain confident of arranging proper insurance for the risks associated with ownership of the Properties, there is no certainty that such
insurance will continue to be available or that the cost of insurance premiums will not continue to rise. This may affect the forecast incomes from the
Portfolio.

Property

The risks commonly associated with commercial property investment apply equally to units in the Merged Fund. These potential risks include
forecast assumptions not eventuating.

The Merger Proposal seeks to bring together 10 individual properties. The consequent diversification will assist to mitigate the effect of the following
property specific risks which may impact both on the underlying properties value and also Unitholders distribution levels:

e tenant vacancy;

e operating expense increases;

e tenant performance;

e abatement rent by tenants due to lack of performance of the property or its plant and equipment;

e capital expenditure requirements greater than expected:;

e development and refurbishment risks.

Investments in real estate ought to be viewed as long term investments and are likely to be illiquid.

PROPERTY FUNDS AUSTRALIA LIMITED



Borrowings

The total borrowings of each of the funds comprising the Merged Fund are approximately $120 million. The use of debt at this level in an investment is
referred to as ‘gearing’ or ‘leveraging’. It enhances the potential for capital gain for Unitholders if the Properties increase in value. However, it may also
increase any capital loss in the event that the value of the Properties fall compared to an investment in a property investment vehicle which has no
borrowings.

The Merged Fund will continue for longer than the current loan facilities. There is no guarantee that the Merged Fund will be able to refinance those
facilities. Further, if the loans are refinanced the interest rate payable may be higher than current interest rates.

If a tenant fails to pay rental due under its lease or there are extended vacancies, the income of the Merged Fund may not be sufficient to meet interest
payments under the loans. If there is a default in paying interest, the financier may be entitled to enforce its security.

77% of the current debt has fixed interest rates or is supported by interest rate hedging arrangements. The balance 23% has a variable interest rate
which carries the risk of adverse interest rate movements during the term of the facilities. The financial forecasts in section 8 assume substantially
similar interest rates to current interest rates throughout the Forecast Period. If rates moved significantly, particularly before Property Funds Australia
was able to manage the risk using interest rate management products then this would reduce distributions below forecast levels.

Term and Exiting your Investment

Under the Merger Proposal, the term of your investment will be extended indefinitely. Accordingly, you will have no contractual right to the return of
capital upon the sale of any particular property asset. If the Merger Proposal is implemented, there will be greater reliance placed on the trading and
liquidity of units as a means of exit from your investment.

The Merged Fund will be a $200 million property trust initially with more than 3,000 Investors and listed on the Bendigo Stock Exchange. Whilst
liquidity is not guaranteed, the size of the fund and number of investors is likely to enhance interest in the trust and therefore improve liquidity.

Legal

Adverse consequences to investments can occur because of amendments to statutes and regulations affecting them. Taxation analysis of forecast income
is based on current tax law and its interpretation. The law may be changed or new decisions or determinations may alter the way the law is generally
interpreted.

Conclusion

Investors should note that Australian tax laws are complex and are constantly subject to change. The views and the financial
forecasts in this explanatory memorandum are based on law current at the date of this explanatory memorandum.

The taxation comments in this explanatory memorandum are general in nature by necessity. They do not, for example, apply to
non-residents or those who carry on a business in trading in units or take into consideration individual characteristics of
Unitholders.

Tax liabilities are the responsibility of each Unitholder and Property Funds Australia is not responsible for taxation or penalties
incurred by Unitholders. Unitholders should consult their taxation advisers on the tax implications of their own investment.

No guarantee is or can be given that there will be a capital gain arising out of your unitholding, that the Portfolio will not decrease
in value or that distributions to you from the Merged Fund will be similar to those forecast. Nor is there any guarantee that you will
be able to realise your investment in the Merged Fund at a price or at a time that meets your expectation.
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CHRISTOPHER MORTON
MANAGING DIRECTOR

ELIZABETH PIDGEON
NON-EXECUTIVE DIRECTOR

DAVID CONQUEST
EXECUTIVE DIRECTOR

MATTHEW MADSEN
EXECUTIVE DIRECTOR
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Management

11.1 The Manager

Property Funds Australia

Property Funds Australia will be the responsible entity,
the trustee and manager of the Merged Fund in the
same manner as with the Metropolitan Collection Fund.
It holds an Australian Financial Services Licence No.
224106 issued by ASIC which permits it to be a
responsible entity and manage property trusts of the
nature of the Merged Fund.

Our directors and officers have a wide variety of
background skills and experience in areas critical to the
successful acquisition, management and sale of the
assets of the Merged Fund including property
acquisition, valuation, financial and credit analysis, loan
structuring, property law, real estate agency, funds and
asset management, accounting and development
management. These skills and experience assist in
maximising performance.

The Manager’s Role

Our role is to be responsible for the efficient
management of the Merged Fund. We have a range of
duties, responsibilities and powers, which are set out in
the Constitution. We must also comply with the various
requirements of the Corporations Act. We are required
to act in the best interests of the Unitholders of the
Merged Fund.

In addition to carrying out the asset management of the
Properties and the collection of income from the
Properties, our role is to supervise, arrange or manage:

e the borrowings of the Merged Fund;

e the maintenance of accounting and taxation records;
e your distributions;

e the preparation of reports to you;

o the maintenance of the Register;

e the general business affairs of the Merged Fund.

A summary of the remuneration arrangements of
Property Funds Australia for the performance of its role
is in section 13.5.

Property Management

Day to day physical property management and rent
collection duties are currently carried out by property
managers external to us although we may carry out
those duties in due course for similar fees.

The current external property managers are Knight Frank
who are the principal property managers of the Portfolio.

PROPERTY FUNDS AUSTRALIA LIMITED

Change in the Manager

If unsatisfied with our performance, the Unitholders may
remove us as responsible entity by requisite resolution
at a Unitholders meeting. We may also retire providing
Unitholders are given an opportunity to appoint a
replacement responsible entity. The procedures for
calling a meeting and voting are set out in the
Constitution.

Manager’s Insurance

We have professional indemnity and fraud insurance
cover effected with a reputable insurer as required by
our Australian Financial Services Licence.

Compliance Committee

There is a compliance plan for the Merged Fund. A
summary of the key features of the compliance plan is
set out in section 13.2.

Compliance issues are monitored and managed by the
compliance committee which currently consists of Bede
King (Chairman), Chris Morton (Managing Director)
and Ray Kellerman. Bede King is a senior legal
practitioner practising in corporate and property areas
of the law. He is a partner of the legal firm Tobin King
Lateef. Ray Kellerman is a former Head of Compliance
Services, Corporate Trust division, at Perpetual Trustees
Australia Limited and now personally specialises in the
provision of compliance services as a compliance
committee member on a number of significant managed
investment schemes.

Bede King and Ray Kellerman are ‘external members’ of
the compliance committee as required by the
Corporations Act.

The compliance committee reports to the board of
Property Funds Australia in relation to compliance issues.



Directors of the Manager

Christopher Arthur Morton
Managing Director

Chris Morton holds the degrees of Bachelor of Commerce and Bachelor
of Laws from the University of Queensland and a Master of Laws from
Cambridge University (United Kingdom). He has been admitted as a
solicitor for over 22 years.

As a solicitor, he was a partner of the national legal firm Phillips Fox
where towards the end of his legal career he headed the property division
and was one of the management executive of that firm’s Brisbane office. In
his legal capacity, he was involved in some of the larger property
developments in South East Queensland.

Chris has established and managed successful development and
investment syndicates and trusts since 1994. Chris has also in his career
held an accounting position and was an Associate to a Supreme Court
Judge. Chris is the current President of the Property Council of Australia
(Queensland Division). He is also the immediate Past President of the
Australian Direct Property Investment Association (“ADPIA™).

Elizabeth Ann Pidgeon
Non-Executive Director

Liz has been involved in the property industry for 16 years culminating in
her gaining industry recognition as President of the Property Council of
Australia (Queensland Division), the industry’s peak body.

She holds a Bachelor of Business — Management Degree and is a
licensed real estate agent.

Lizs grounding in property started with Richard Ellis, a major real estate
agency group. She was appointed as an executive director of FA. Pidgeon
& Son Pty Ltd, a construction and development company which through
the 1980's and 1990's was a major builder and developer within South
East Queensland. She is now a shareholder and director of Cornerstone
Properties Limited, a development company.

She has been on several boards and committees, both professional and
charitable including a member of the Brishane City Council’s Urban
Renewal Task Force, Urban Design Advisory Panel and Brisbane Marketing.

Liz brings property development experience and broad industry contacts.

David John Conquest
Executive Director

David has been involved in the property and financial services industry for
over 26 years. He has previously held senior executive positions with Growth
Equities Mutual (GEM), Lend Lease, Suncorp Metway and Deutsche Bank.

David is a former property lecturer for the Securities Institute of Australia. He
has had considerable experience with a range of financial products offered by
the Australian funds management industry, with a particular focus on property
products. David is well respected by financial intermediaries throughout
Australia.

David provides an innate understanding of the needs of the users of
investment products and their advisers’ requirements.

Matthew Madsen
Executive Director

Matthew is the director in charge of funds management for the Portfolio.
His role encompasses asset acquisition and subsequent asset and funds
management.

Matthew has undertaken studies in property investment and finance,
shopping centre management and holds a Diploma in Financial Markets
from the Securities Institute of Australia of which he is an affiliate member.

Prior to joining Property Funds Australia, Matthew held positions with
major real estate agency group Richard Ellis in the property management
area, national property finance intermediary Ashe Morgan Winthrop and
was state manager of another property funds management organisation.

Matthew's background and core expertise are focussed on property
analysis, acquisitions, asset management and property finance.

11.2 Custodian

Trust Company of Australia

Trust Company of Australia Limited is a statutory trustee company
authorised to act in Victoria, NSW and Queensland. It is a public company
listed on the Australian Stock Exchange.

Trust Company of Australia Limited is one of the oldest independent
statutory trustee companies in Australia, having been incorporated in
1885. It operates on the eastern seaboard of Australia with offices in

Melbourne, Sydney, Brisbane and Townsville. The head office of the

company is located in Sydney. Approximately 430 staff are employed
throughout Australia.

The Custodian’s Role

If the Merger Proposal is implemented, the Custodian will continue to
hold the legal title to the Properties and undertakes other duties as
nominee.

The Custodian’s Remuneration

The Custodian will be entitled to receive an annual fee of $65,565 pa
exclusive of GST and indexed to CPI annually. It is entitled to be
reimbursed for legal fees or any other costs and expenses it incurs on
behalf of the Merged Fund.

Changing the Custodian

We may require the Custodian to retire upon giving three months’ notice.

Other Comments

The Custodian has not been involved in the preparation of this
explanatory memorandum. Although referred to in the explanatory
memorandum, the Custodian has not authorised the issue of the
explanatory memorandum. Specifically, the Custodian does not guarantee
the performance of the Merged Fund.
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—3eclion 2 Reports of Experts on the Merger Proposal

12.1 Independent Experts Report

Sl FRNST & YOUNG
CORPORATE FINANCE PTY LIMITED

2 June 2003

The Directors

Property Funds Australia Limited as responsible ennty for
the Metropolitan Collection — Brisbane Syndicate and

the Metropolitan Collection — Brisbane Trust

PO Box 10398

BRISBANE QLI1> 4001

Dear Directors

The Metropolitan Collection — Brisbane Syndicate and
the Metropolitan Collection — Brishane Trust
Independent Expert’s Report

On 2 June 2003, Property Funds Australia Limited ("Propenty Funds Australia”™) announced its intention 1 merge the
vight registered managed investiment schemes 'the Merging Truss™) currently under its management 1o create a
property rust listed on the Bendigo Stock Exchange ¢Uthe Merger Proposal™). The Metropoelitan Collection - Brishane
Syidicate and the Metropolilan Collection - Brisbane Trust (collectively reterred (o as the “Metropolitun Collection
Fund™y are two of the Merging Trusts,  To facilitawe the Merger Proposal it s proposed that investors in the
Metropolitan Collection Fund “Metropolitan Collection Tnvestors™y exchange their existing Fols and units tor unis in
other Merging Trusts and i the end Tor them w be unitholders in @ trust W be renamed “the PEA Diversilied Property
Trust”.

Ernst & Young Corporate Finunce Pry Limited CErost & Young Corperste Finance™) has been requested by the
dircetors of Property Tunds Australia to prepare an Independent Expert’s Report in accordance with the requirements
of Section 611 of the Corporations Act 2001 as a resull of certain elements of the Merger Proposal.

In order for the Merger Proposal (o be implemented. Investor approval will be sought at the Meetings of Metropohitan
Collection Investors to be held on 27 June 2003 in respect of matters outlined 10 the Notiees of Mectings and in the
explanatory memorandum provided to Muetropolitan Collection Investors. Tach of the Merging Trusts will require at
least 75% ol voles cast W be in Tavour of the Merger Proposal if 10 3s @ be implemented. Should this not be achieved
by ooy one Merging Trost, the Merper Proposal will not be implemented,

As a result of its investigation, Ernst & Young Corporate Finance has concluded that the Merger Propoesal is
fuir and reasonable to Metropolitan Collection Investors for whom this Independent Expert’s Report has been
prepared. The reasons for this opinion arve set out in Sections 3 to 7 of the attached report.

This letter shoukd be rewd tn conjunction with the attached report,

Yaurs fithfully
Erost & Youny Corporate Finanee

?@s;m@ /%

Graenme Browning Steven Becher
Director Proper Authority Holder
Proper Authority Holder

i
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duplicated i whole or tn part fur any pumoese other than fon inclusion in the explanatory memorandum to be
sent o Metrepolitan Colleetion Investors.,

I an engaganent Is awarded to Himsi & Young Corpurite Finance Pry Linted, the nghe of PEA 1o duphicare,
use. or diselose sach informarion will be such as sy be agreed it the resulting engagenent contract, [ an
engagemnent s not awirded o Erost & Young Curpurate Finanee Pty Limited. this document and any duplicute

copy thereol mist be returned o Ermst & Young Corporade Finanee P Limited or destroyed.

ERNST & YOUNG CORPORATE FINANCE Py LisiTrD

NOTICE OF MEETING & EXPLANATORY MEMORANDUM

49



50

METROPOLIT AN om0 10N FLUSD

5 Overview of the Merged Fund ......

5.1  Post Merger Profile.........oeeeeeea,

52 Profile of Portfolio

5.3 Extracts from Forecast Pro-Forma Financial Statements.. i

54 Pro-Forma Capital Structure............

6 Valuation of the Merged Fund

6.1 Valuation Approach........

6.2 Net Tangible Asset Based Valuation.........

6.3 Yield Based Valuation

6.4 Valuation Conciusion ...

7 Evaluation of the Merger Proposal....

7.1  Approach to Assessing Fairness and Reasonableness...

7.2 Fairness of the Merger Proposal. ... oo

7.3 Reasonablensass of the Merger Proposal..........

7.4 Control Premium

7.5 Isthe Merger Proposai Fair and Reasonable?

8 Sources of Information ... et s

9 Statement of Qualifications and Declarations ...,

ERNST & YOUNG CORPORATE FINANCE PTY LIMITED

PROPERTY FUNDS AUSTRALIA LIMITED

24

24

24

25

25

28

28

28



METROPOLITAN COLEECTION FUND INTRODUCTION

1 iIntroduction

1.1 Overview of the Merger Proposal

Property Funds Australia Limited ("Property Funds Australia™) is the responsible entity for the following eight
registered munaged investment schemes (“the Merging Trusts™):

. the Metropolitan Collecuon  Brisbane Syvndicate, ARSN ()83 295 544:

. the Metropoditan Cellection — Brisbane Trust. ARSN 093 313 680:

. the Capital Collection — Diverse Sector Fund Syndicate No |, ARSN 088 775 375:
. the Capital Collection — Diverse Sector Fund Trust, ARSN 088 775 259:

. the Garden Square Syndicate. previously known as APPR 084 001 8338:

. the Garden Square Property Trust. previously known as APPR 084 001 712:

. the Riverdale Fixed Term Property Trust, ARSN 100 666 920: and

. the Trilogy Trust. ARSN (87 860 690.

On 2 June 2003, Property Fuads Australia announced s intention to merge these Merging Trusts ("the Merger
Proposal™) in order (o create a property trust listed on the Bendigo Stock Exchange ("BSX™). The resulting
merged fund (“the Merged Fund™) will represent a signilicantly larger and more diversified trust than any one
of the existing Merging Trusts.  Property Funds Australia will remain the responsible entity. trustee and
manager ol the assets of the Merged Fund.

The Merger Proposal will involve the Trilogy Trust (' Trilogy™) owning directly or indirectly all of the lots and
units  (collectively referred o as “Interests™) in the Metropolitan Collection - Brisbane  Syudicale
{"Mciropolitan Collection Syndicatwe™) and the Metropolitun Collection — Brisbane Trust ("Metropolitan
Collection Trust™). as well as all of the issued units of each of the remaining five Merging Trusts.  Upon
implementation of the Merger Proposal. Trilogy will be renamed “the PFA Diversified Property Trust™,

The Metropolitan Collection Syndicate and the Metropolitan Collection Trust collectively form a fund called
the Metropolitan Collection Fund. The Metropolitan Collection Trust owns lots i the Metropolitan Coellection
Syndicate which in turn invests in property. This dual structure was established o allow superannuation funds
to invest indirectly in the geared Metropolitan Collection Syndicate by way of an investment in the
Metropolitan Collection Trust.  Te facilitate the Merger Proposal, it is proposed that investors in the
Metropolitan Collection Syndicste exchange all ol their existng lots {or units in the Metropolitun Collection
Trust on a one for one basis.  The enlurged capital structure ol the Metropolitan Collection Trust will
subseguently mirror the existing capital structure of the Metropolitan Collection Syndicate. Trilogy ("the
Merged Fund™) will then acquire 100% of the units in the enfarged Metropolitan Colicction Trust and it 1
proposed that these two ransactons be undertaken simultaneously.

As consideration {or the acquisition of the Metropohitan Collection Syndicate and the Metropolitan Collecuon
Trust, the Merged TFund will assue Q9918 wnits for cach one lotfunit currently hetd in the Metropobitan
Collection F'und.  In total. investors in the Metropolitan Collecton Fund ("Metropolitan Collection Investors™)
wiil be issued with approximately 16.46 million units representing approximately 17.7% of the enlarged capial
structure of the Merged Fund., Further information on capnal structures is detaled in sections 3.3, 3.6 and 5.4
ol this report.

In order lor the Merger Proposal o be implemented. investor approval will be sought at the Mectings ol
Metropolitan Collection Investors to be held on 27 June 2003 in respect of matters outlined in the Notices off
Meetings and in the explanatory memorandum provided to Metropolitan Collection Investors, Each of 1he
Merging Trusts will reguire at least 75% of votes cast to be in favour 1f the Merger Proposal is to be
implemented. Should this not be achieved by any one Merging Trust, the Merger Proposal will not be
implemented. The Notices of Meetings set out two resolutions (o be passed ag listed below.

ErRNST & YOUNG CORPORATE IFINANCE Py Lisri kD |
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METROPOLITAN COLLECTION FUND INTRODUCTION

Resolution I - Approvad of the Merger Proposal
Resolution 2 Amend the constiturion to implement the Merger Propoesal

Ag part of the Merger Proposal. a Buyback Proposal may be implemented by 30 March 2004 for the purpose of
providing a mechanism by which Investors can realise their investment. 1t is proposced that this be undertaken
via either an on market or off market method. depending on demand. and that up to 2 maximom of $ 10 million
may he raised and made available for the Buyback Proposal. Should acceptances in excess of $10 million be
received under an off market scenario. acceptances will be met on a pro rata basis.  The Buyback Proposal
would be undertaken in accordance with the constitution and at the discretion of Property Funds Ausiralia and
woulld be influenced by prevailing market conditions.

1.2 Requirements of the Corporations Act 2001

Property Funds Austrahia’s Jegal adviser has concluded thar the Merger Proposal does not trigger Section 606
of the Corporations Act 2001 and is not regulated by Chapter 6 of the Corporations Act 2001 {which regulates
takeovers of listed managed investment trusts). Although Investor approval is reguired for the Merger
Proposal to he implemented. Property Funds Australia has concluded that there is no requirement upon it under
the Corporations Act 2001 o provide (o Investors an Independent Expert’s Report on the transaction.

Despite this. Emst & Young Corporate Finance has been requested by the directors of Property Funds
Australia o prepare an Independent Expert’s Report on the Merger Proposal in accordance with the guidelines
tor such reports. Ernst & Young Corporate Tinance has therefore prepared this report as il the Meetings of
Metropolitan Collection Investors convened by the Notices of Meetings were (0 be a meeting of members for
the purposes ol section 611 of the Corporations Act 2001, Accordingly. Ernst & Young Corporate Finance has
followed the guidelines applicable o such reports.

1.3 Guidelines Issued by ASIC

Ernst & Young Corporate Finance has been requested to provide an opinion as to whether the Merger Proposal
i Tair and reasonable in accordance with Secton 611 of the Corporations Act 2001.

With respect to the meaning ol fair and reasonable. the Avstraiiun Sccurities and Investiment Comnussion
{~ASICT) has issucd Policy Statement 74 which is applicable o acquisitions approved by Investors. Policy
Statement 74 requires that members voting on a reselution pursuant 1o Section 611 of the Corporations Act
2001 be provided with a comprehensive analysis of the Merger Proposal. This requirement can be satistied via
an Independent Expert’s Report which s to include a recommendation as 1o whether the Merger Proposal is
fair and reasonable with regards to the members.

Policy Statement 74 states that 1o determine whether the Merger Proposal s fair and reasonable. the hkely
advantages and disadvantages to the Metropaolitan Collection Investors if the Merger Proposal 1s implemented
must be compared to the likely advantages and disadvantages it the Merger Proposal is not implemented.
Comparing the value ol the Merged Fund Units 10 be allotted to the value of the existing Metropolitan
Collection Fund Interests is one part ol the assessment.

Policy Staternent 74 states that fairness and reasonableness should be judged in all the arcuomstances ol the
Merger Proposal.  In essence, the Merger Proposal will be fair and reasonable if Metropolitan Collection
Investors are better off 1f the Merger Proposal is implemented. that is. the expected advantages to the
Metropolitan Collection Investors outweigh the disadvantages,

This treatment s i contrast to Policy Statement 75 relating to the assessment of takeover offers. In Policy
Statenment 75, ASIC draws a distinction between the terms “fair™ and “reasonable™ as opposed 10 treating “fair
and reasonable™ as a single concept.

Althoueh the term “fair and reasonable”™ has no legal dehmuion, over fime a commonly accepted meaning has
evolved.  “Fairness™ relates to price whereas “reasonableness™ involves consideration of tactors other than
price.

Tairness is said o involve a conparison of the value of the Merged Fund Unnits to be allotied o the value of the
existing Metropolitan Cotlection Fund Interests, based on the value of the underlying assets.

]
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METROPOLITAN COLLECTION ILND OPINION

The concept of reasonableness involves an analysis of factors other than fairness/value that Investors whose
votes are not w be disregarded might consider prior to voting on the Merger Proposal.

ASIC Policy Statement 74 also requires the Independent Expert to provide an opinion as to whether there is
any premium for control being received as consideration as a result of the Merger Proposal.  {n giving an
opinion as 10 whether any control premium 15 being received. the Independent Expert needs o:

. consider whether there has been a change in control; and

. quantify the control premium.

If there 1s a prennum being received, the higher the premium. the greater the benetit tor all Investors. however,
any such benefit may be oftset against a change in contrel.

1.4 Basis of Assessment

In view of the above guidehnes, Ernst & Young Corporate Iinance belicves that the most appropriate basis on
which to evaluate the Merger Proposal 1s via its overall impact on Metropolitan Collection Investors, i
particular, by forming an opinion as o whether the likely advantages of the Merger Proposal outweigh any
potential disadvantages. In assessing the faimess and reasonableness of the Merger Proposal. Emst & Young
Corporate Finance has considered inter alia:

. the value of 100% ol the ssued Interests of the Metropolitan Collection Fund before the Merger
Proposal:

. the value of 100% of the issued units of 1the Merged Fund upon implementation of the Merger
Proposal:

. the value of an existing Metropoditan Collection Investor's investinent both betore and alter the

Merger Proposal:

» the value and forms of the consideration beimg oftered:

. the capital structure of the Metropolitun Collecuon Fund and the dilution effects of the Merger
Proposal:

. the likely advanages and disadvantages to the Metropolitan Cotlection Investors it the Merger

Proposal 1s implemenied:

. the likely advantages and disadvantages (0 the Metropolitan Coliccuon Investors ' the Merger
Proposal is not implemented:

. whether a premium for control is being paid to Metropolitan Collection Investors in relation (o the
acquisition of a controlling interest in the Metropolitan Collection Fund: and

. other issues relevant o Metropolitun Collection Investors in deciding whether or not 1o vole s favour
of the Merger Proposat.

2 Opinion
As a result of its investigation, Ernst & Young Corporate Finance bas concluded that the Merger
Proposal is fair and reasonable to Metropolitan Collection Investors for whom this Independent

Expert’s Report has been prepared. The reasons lor this opinion are set out in Sections 3 to 7 of this
report.
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3 Overview of the Metropolitan Collection Fund

3.1 Background Information

The Metropolitan Collection Fund wus established on 23 June 1998 for the purpose of acquiring Anzac Square
Offices, Brisbane, 544 Kessels Road. MacGregor and The Precinet. Coorparoo. The first of these properties
was acquired on 1 April 1999 and Interests in the Metropolitan Collection Fund were allotted at thal tine. No
lurther property acyguisitions have been undertaken since this time.

The Mewopolitan Collection Fund was established as a fixed term entity. It 15 governed by its constitution
which restricts the entity in ruising funds and investing in additional properties.

3.2 Profile of Properties

The Metropolitan Collection Fund™s portfolio is compnised of the following three properties.

. Anzac Square Offices, Brisbane. Anzac Square Offices is a landmark heritage commercial property
located in the heart of Brisbanc’s central business district,

. The Precinet, Coorparoo. The Precinet is an office and retail property located in the inner Brisbane
city suburb of Coorparoo.

. 544 Kessels Road, MacGregor. 544 Kessels Road 15 a retail and mdustnal property located in the
Brishbane warchousing suburb of MacGregor.

The sector exposure of the Metropolitun Collection Fund's purtolio weighted by income 1s detailed n the
following chart,

Sector Exposure
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The enant concentration of the Metropotitan Collection Fund’s portfolio weighted by income is detailed in the
tollowing chart.
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The geographic diversification of the Metropolitan Collection Fund™s portfolio weighted by nel lettable area is
detailed in the following chart,

Geographic Diversification
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The case expiry profile of the Metropolitan Collection und’s portfolio wetghted by income is detailed in the

following chart.

25%

|
40% ]
3%
20% |
10% | oy 2% 0% 0%

0% o

% Income

08

098
Later

03 ‘04 ‘05 ‘06 a7

Financial Years Ending 30 June

Senorce, Properiy Funds Ausiraliu

3.3  Extracts from Financial Statements — Metropolitan Collection Syndicate

Extracts from the Metropolitan Collection Syndicate’s unaudited Statements of Financial Performance are
Extracts from the Metropolitan Collection Syndicat lited Stat ts of ¥ I Pert

detailed in the Tollowing table.

Exteacts from Statements of Financial

Metropolitun Collection Syndicate

Total revenue

Total operating expenses

Earnings Before Interest, Tax. Depreciution and
Amortisation

EBITDA muryin

Dwepreciation and amordsation

Larnings Before Interest and Tax
LRI e

Imeresl expense

Net Profit Reture Tax
NPBT mamygin

Incanwe tax (expensed / benedit

Net I'rofit After Tax
NPAT nnugin

Distribution

9 Months Year Year
Ended Ended Laoded
J1-Mar-83  3-Jun-82  30-Jun-01
Unaudited Andited Audiled
{500 ('} 15'000%)
ERE it 3895 4.192
{871} 11,393 11,213}
2,314 2502 2.97%
72 0%] 6l 2% NE
{524) 1124k 1 1.525%
1.785 1.262 1454
~f 1T FEELE o
(L175 {1.6F5) t1.515)
613 {352} {81)
10 4G 4 1] 1.0
0 0 {
]3] {350) (81
11_17] T e
1,208 1.612 1.607

Source: Vnsudied nanggement geeounts fur the nine moneh period caded 21 Decemder 20002 propared hy

Property Funds Aostralio and the audited aecoones tor the tinancial sears ended 30 June 20002 and 30 e

T vandited T HENG,
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In relation to the histonical financial performance of the Mewopolitan Collection Syndicate. the following

comments are made,

. The Metropalitan Collection Syndicate’s only source of operating mconme 1s ¥ig s investmer in
properties located in Brisbane and Canberra.

. Operating expenses are predominantly comprised of property related costs,

. The Metropolitan Collection Syndicate’s intent is o distribute approximately 100% of earmings after
miterest and tax and before depreciation and amortisation. For the nine month period ended 31 March
2003, distributions were paid out of earnings and surplus funds.

An extract from the Metropolitan Collection Syndicate’s unaudited Statement of Financial Position is delailed

in the following Lable.

Extracts from Statements of Financiat  Asat
31-Mar-03

Metropolitan Collection Syndicate Unaudited
($'000s)

Current Assets

Cash 24
Receivahles 133
Other 24
Total Current Asscts 186

Non-Current Assets

Investrient - Property 37.442
Other 2,563
Total Non-Current Assets 40,005
Total Assets 40,191

Current Liabhilities
Payables 3004
Total Current Liabilities 300y

Non-Current Liahilities

[nterest bearing liabilitics 23775
Total Non-Current Liabilities 23.775
Total Liabilities 24075
Net Assets 16,116

Source: Unaudited manugement accaunts for the ning month period
eribed 21 Decernber 2002 prepared by Property Funds Australi.

In relation 1o the Metropohtan Collection Syndicate™s unaudited Statement of Financial Position. the following

comments are made,

. The Metropolitan Collection Syndicate™s primary assets are is investmwnts in propertics.  Anzac
Syuare Offices was purchased at a cost of approximately $16.3 million, The Precinet was purchased at
a cost of approximately $8.9 milhon and 544 Kessels Road was purchased at a price of upproximately
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$10.1 million.  These properties are currently carried in the accounts at an aggregate value of
approximately $37.4 million. An independent valuation of Anzac Square Offices by LandMark White
undertaken in March 2003 concludes that the fair market value of this property is S18.2 million. An
independent vajuation of The Precinet by LandMark White undertaken in March 2003 concludes that
the fair market value ol this property is $8.9 million. An independent valuation of 544 Kessels Road
by Chesterton Corporate Property Advisors undertahen in March 2003 concludes that the fair market
value of this property is $10.3 million. These valuations aggregate to $37.4 miilion.

The Mctropolitan Collection Syndicate’s interest bearing liahiiities comprise of two loans structured
on fixed and variable interest bases through w Aprd 2004, The Metropolitan Collection Syndicate has
risk management products in place which attempt to minimise interest rate risk.

Other non-current assets comprise capitalised borrowing and acquisition costs.

3.4 Extracts from Financial Statements - Metropolitan Collection Trust

As discussed in osection 1.1 of this report. the Metropolitan Collcction Trust was established to enable

superannuation funds 10 invest indirectly in the leveraged Metropolitan Collection Syndicate.  As such. the
financial statements of the Mewopolhitan Collection Trust reflect solely its pro-rata tnvesiment in the
Metropolitan Collection Syndicate. Further information on this investment s discussed 1o sections 3.5 and 3.6

of this report.

Extracts from the Metropotitan Collection TrusCs unaudited Statements of Financial Performance are detailed

in the following table.

Extracts from Statements of Financial Performance 9 Months Year Year
Ended Ended Ended
Metropolitan Collection Trust 31-Mar-03 30-Jun-02 30-Jun-01
Unaudited Audited Audited
{5°000s) {$'000s) {$'000s)
IXstributions received 551 734 733
Diminution in investment and administration
_ o (2723 (895} (771
EXPCNSes
Net Profit 279 {161) {38)
Distribution 551 734 733

Scurce: Unaudited management accounts for the nine month period ended 31 December 2002 prepared by
Property Funds Australia and the audited accounts oy the financial years ended 30 June 2002 and 30 June

200H faudited by BDOY

An cxtract from the Metropolitun Collection Trust’s unaudited Statement of Financial Position is detailed in

the following 1able.
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Extract from Statement of Financial Position Asat
31-Mar-03

Metropolitan Collection Trust Unaudited
($600s)

Non-Current Assets

Equity invesiment 7,349
Total Non-Current Assets 7349
Total Assets 7.349

Current Liahilities

Puyahles Y
Total Current Liabilities Y
Total Liabilities 9
Net Assets 7,34

|

Sewree: Ulnoudited managenment acoowaes Do the nine month pernod
ended 31 December H)I2 prepared by Property Funds Australia

3.5 Capital Structure - Metropolitan Collection Syndicate

The Metropolitan Collection Syndicate’s capital structure comprises 16.600.000 1ots which were 1ssued on |
April 1999 a1 a price of $1.00. An overview ol the capital structure as at 13 February 2003 is detailed in the
[ollowing tables.

Lotholding Range Number of

Metropolitan Caollection Syadicate Lotholders

1 - [.O00 9]
10001 - 5000 3
SO0 - 10.000 136
TO0G] - 10000 2018
= {100 3
Total Number of Lotholders 347

Sowrce: Metropoliten Syndicate lotholder repister duted 13 Februges 203

Lotholder Concentration

Metropolitan Collection Syndicate

Tutat Lot on Fssue {00} 16,6410
Tup Twenty Lothobders 00 9.9
Top Twenty Latholders i) 59.7%

Sourcer Merapedivan Seadicars lenhalder regiser daned E3 Behrgary 2003

Major Lotholders Interest
Mctropolitan Collection Syndicate Held

{'0Hs} (G}
The Metropulitan Trust 7.870 45.64
Avis Marketing Consultants Piy Lid M) ER I
WD, Copeland & 8. M. Copeland 150 0.9%

Sowree: Metropolaan Syadeite botheelder registen dated 13 Febroar, 20003
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3.6  Capital Structure — Metropolitan Collection Trust
The Metropolitan Collection Trust's capital structure comprises 7.570.000 units which were issued on 1 April
1994 a1 a price of $1.00. An overview of the capital structure as at 13 Iebruary 2003 is detailed in the

following tablex,

Unithotding Range . . ' Number of

Metropolitan Collection Trust Unitholders

1 - 1.000 G
10871 - 50000 0
5.00% - HLOO0 64
10,001 - 1L 170
= 100001 4
Total Number of Unitholders 238

Source; Metropolitan Trast Unitholder register dated 13 Februury 2003,

Unitholder Concentration

Metropolitan Cellection Trust

Towal Units on [ssue (') 7.570
Top Twenty Unitholders {'000) 2.050
Top Twenty Lmitholders (i) 27 1

Sourcer Metropolitan Trust unitholder regisier dated 13 Febroary 2003

Major Unitholders Units Interest
Metropolitan Collection Trust Held
("00s) {%)

Krisjade Pty Lid
D, E. Forbes & N. 5. Forbes
Donkin Investments Pty Lid

Source: Motropolitan Trost Unitholder segisier dated 13 February 2003

4 Valuation of the Metropotitan Coliection Fund

4,1  Valuation Qverview

lirnst & Younyg Corporate Finunce has valued 100% of the issued Interests ot the Metropolitan Collection Fund
on a tair marker valoe basis, Fair market value is defined as the amount that a willing but not anxious buyer
acting at armi’s length with adequate information would be prepared 1o pay and a willing but not anxious seller
would he prepared to accepl.

The value of an asset or business will vary from (ime to time and there may be diftering values at any given
time depending on the purpose for which it s necessary 1o establish a value. The willing buyer and willing
seller are hypothetical persons dealing at arms’ length rather than any particular buyer or seller. As a
consequence, Emst & Young Corporate Finance has not attributed any special value or discount due 1o the

particular partics involved.
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Ermst & Young Corporate Finance has valued 100% of the 1ssued Interests ol the Metropolitan Collection Fund
by considering both the net tangible asset based valuation methodology. the vield based valuation methodology
and the discounted cash low based methodology. An overview of these valuation methodotogies, other
commonly applied valuation methodologies and values obtained is detailed in the [ollowing sections.

4,2 Valuation Methodologies

There are a number of methodologies available with which w value a property trust.  Commanly used

methodologies are detailed below,

Net tangible asset (“NTA") based valuations are ollen applicd in instances of passive investments such as
direct property, Using this approach. the value of net tangible assets 15 adjusted by a premium or discount
which is reflective of the asscts” underlying risk profilke and growth prospects.  This approach is most
commonly undertaken by comparison to similar Listed property trusts in order to determine an appropriate
prentum or discount (o be applied to the property trust being valued.

In the case of property trusts, it is also common that alternate valuation methodologies tas discussed below) are
applied for the purpose of valuing the individual assets of the st

Yield based valuations rely on the income generated, or distributions in the case of property trusts. ay the
hasis tor determining the value of the underlying asset. Yield represents the income or disiributions generated
by the underlying assets as a proportion ol the assets” value, The vield based valuation approach relies on the
capitalisation ot forecast distributions by a vicld which 1y reflective of the underlying assets” risk profile and
arowth prospects. This approach is most commonly undertaken by comparison to sinilar listed property trusts
in order 1o determine an appropriate yield for the tust being vatued.

Capitalisation of earnings based valuations involve capitalising. or multiplying. the carnings ol an assct or
business using & muitiple that reflects both the risks underlying the earnings and the growth prospects of the
husiness,  The determination of an appropriate muluple 1s most commonly undertaken by comparison to
comparable assels or businesses.

The earnings figure used in such a valuation. often referred to as future maintaimable camings. should reflect a
level of carnings considered achievable on an ongoing basis.  As such. the capitalisation o earmings
miethodology 1s most appropriate [or assets/businesses with a steady forecast carnings stream.

Discounted cash flow (“DCF”} based valuations are based on the net present value of cash flows expected o
he generated by (he asset or business. The projected cash flows are discounted 1o a present day value by a
discount rate that reflects both the wime value of money and (he risks inherent in the cash flows,

The DCF incethodology s appropriate in valuing an assel or business with a finite life, businesses that are inoa
start up phase and expecting considerable volaulity in carmings. or assets/businesses with o changing cash flow
profile over time.

Market based assessments relate w the valuation ol assets or businesses using the prices at which comparabie
assels of businesses have been bought and sold n arms” length transactions.  This is often the most rehable
evidence as (0 value but in the case of businesses it is often difficult to find directly comparable transactions.
For companies whose shares are traded on a stock exchange. the relevant share price would, prima facie,
constitute the market value of the shares, however. such market prices usually reflect the prices paid for small
parcels of shares and as such do not include a control premium refevant o a significant parcel of shares.

4.3 Valuation Approach

In formulating an opinion on appropriste nethodologies with which o perform the valuation of the
Metropolitan Collection Fund., Ernst and Young Corporate Finance has considered the relevance ol cach
methodology discussed above with particular constderation given

. the carnings and distribution history of the Metropolitan Collection Fund:

. the forecast distribution of the Metropolitan Collection Fund:

. the financial statements of the Meuopohtan Collecuon FFund.
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. the passive nature of the property investments held by the Metropolitan Collection Tund: and
. the independent valuations of the Metropolitan Collection Fund’s propertly investments (discussed in

section 4.4, 1 of this report;.

Bused on these considerations, Ernst & Young Corporate Finance hus applied the NTA based valuation
methodology and the yield based valuation methodology for the purpose ol valuing 100% ol the issued
Interests of the Metropolitan Collection Fund. Consideration has also been given to the discounted eash flow

valuation methodology.
4.4 Net Tangible Asset Based Valuation
4.4.1 Independent Property Valuations

For the purpose of this report, Emst & Young Corporate Finance has had access to the independent property
valuations performed by LandMark White and Chesterton Corporate Property Advisors in relation o the
properties owned by the Metropolitan Collection Fund, The valuations have been considered so as 1o provide
comfort that the investment values recorded in the Metropolitan Collection Fund’s unaudited Statement of
Financial Position accurately reflect the value of the underlying propertics.  In undertuking this review.
consideration has been given to lactors such as;

. valuation methodologies and metrics applivd:

. property characleristics such as fease profiles and vacancy rates:
. GST impheations: and

. prior valuations.

The independent property valuations have applied varying valuation metrics reflective of the propertics being
valued, These included a viclds ranging between 9.00% and 9.75%. discount rates ranging between 10.25%
and 11.25% and terminal vields ranging between 9.50% and 10.25%

Upon consideration ol the independent property valuations, no issues were identified which would suggest the
vatlugations do nol reasonably reflect the fair market values of the underlying properties. Property Funds
Australia has also confirmed that the assumptions underlying the valuatdons are still applicable as al the date of
this report

4.4.2 Net Tangible Assets

In order to determine an approprigic net tmgible dsset figure 1o be used as a busis for this valuation.
consideration has been given Lo

. the Metropolitan Collection Syndicate’s unaudited Statement of Financial Position as at 31 Murch
2003, as detailed in section 3.3 of this report, which reveals net assets of approxinuitely 516.12
million:

. intangible asscts of approximately $2.36 million which have been excluded for the purpose of

caleulating net tangible assets:

» the Metropolitan Collection Syndicate’™s property investment which is recorded in the accounts at a
carrving value ol approximately $37 44 million:

. the independent property valustions undertabhen by LandMark White und Chesterton Corporate
Property Advisors in March 2003 which conclude that the ageregate lair market value of the
properties 18 537 40 million: and

. advice from Property Funds Ausiraliz that all other assets and habilives of the Mewropoelian
Collection Syndicate are recorded in the accounts at fair value,

Basced on these considerations, Erpst & Young Corporate Finance has applied o net rangible asset figure of
$13.50 miltion tor the purpose of valuing 100% of the issued Interests of the Metropolitan Collection Fund.
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4.4.3 Comparable Property Trust Multiples

As discussed in section 4.2 of this report. units in listed property (rusts tend (o trade at premiums or discounts
to the unit’s underl ying net tingible asset value. These discounts and premiiums are commonly referred (0 as
net tangible asset multiples ("NTA muliiples™).

As detailed in osection 3.2 of this report. the Metropolitan Collection Fund's portiolio is exposed w the
commercial. retail and indusirial sectors. In order 1o determine an NTA multiple range appropriate for the
purpuse of valuing the Metropolitan Collection Fund. reference has been made o histed and unlisted property
trusls whose scctor exposures are considered broadly comparable to those of the Metropolitan Collection
Fund's. Detailed in the table below are NTA multiples and other key valuation metrics for those comparable
property trusts which are listed on the Australian Stock Exchange (“ASX™)

Comparable Property Trusts Sector NTA per "~ 1 Month NTA
Unit W. Average Multiple

Unit Price

28-Apr-03
($ ($)
Austritlian Growth Propertics Limited Commercial 2601 0.99 (1L.79 (180
AMIP Office Trust Corurnercial 1.OUs.0 1.22 1.14 0.94
Commonwcealth Property Olfice Fund Comuercial 15248 1.2 1.17 1.04
Deutsche Oftice Trust Commereial 1.435.1 1.25 1,10 {188
Flexi Property Fund Commercial g1.1 146 117 (180
ING Office Fund Commureial G038 L0 1.13 1.03
Investa Propenty Growp Commercial 1.451.5 .76 2.0z 1.15%
Lend Lease US Otfice Trust Commnercial FO0.5 1.38 1.32 085
Macguarie Office Trust Commuereal 1.000.7 .14 .16 1.2
Principal Office Fund Commercial 1.464.2 .57 1.4} (.89
AMP Shopping Centre® Retail 968+ .37 172 1.26
Runnings Warchouse Property Trust Retail 287.2 116 1.40 1.27
Carindale Property Trust Reta 183.4 2.62 243 0.93
Centro Properties Group® Retail 1.263.4 274 372 1.37
CFS Gandel Retail Retail 20708 1.19 P38 .16
Macquaric Countrywide Trust Retail 519.1 1.29 1.68 1.30
Prime Retail Group Retuil [18.5 0.83 .96 F16
Westfield Amenica Trust Reuil 52314 1.03 202 .24
Westtield Ttust Retail 00195 299 343 b1
AMP Indusirial Trust Industrial 356.5 IRH 1.18 1.16
Deutsehe Industrial Trust Industrial 5693 1.5] 1.74 115
ING Industrial Fund Industrial BR0.8 1.47 1.71} 1,16
Muacguarie Goodman Industria] Trust Industriad 13851 1.27 1.44 1,18
Mucquarie ProLogis Industrial 2167 (.61 0.92 .56
Low 118.5 (LED
High 6.019.5 1.50
Average 1.444.5 1,10

FAMP Shopping Centre s currently the subject of @ takeover bid mwde by Centro Propenics Group,
Source: Property Invesiownt Rescarch: ASX.
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In analysing this data. consideration has been given (o the following factors,

NTA muluples for the sample of broadly comparable property trusts vary widely and range between
0.80 and 1.50 with a simple average of 1.10.

Some of the trusts within (he broadly comparable sample are currently affected by extrancous factors
and some undertake investments which are fess comparable 0 those ol the Metropolitan Collection
Fund.

The trusts within the broadly comparable sample are of no fixed duration.  The Metropolitan
Collection Fund, however. 15 of fixed duration,

The trusts within the broadly comparable sample are significantly larger in value than the
Metropolitan Collection Fund,  Unit prices of larger property trusts tend 1o command a higher
premium due 1o their perceived lower levels of risk.

T'he Metropolitan Collection Fund represents a three asset property trust and as such is less diversified
thun those of the broadly comparable sample trusts. Unit prices of more diversified property trusts
lend (o command a premium due to their pereeived lower levels of carnings volaulity.

Although listed on the BSX. the hguidity of entities listed on this exchange 1s considerably less than
that of the sample of trusts which are traded on the ASX. This is reflected in the absence of any
trading ol the Metropolitan Collection Fund units since its listing on the BSX on 29 March 2003 10 the
date of this report. Prices of illHguid assets tend to attract a discount relative o similar but liquid

assels.
Historic conrol premiums for the acquisition of property trosts.

NTA values of the sample of broadly comparable property trusts may retlect dated valoations which
in turn may diston the NTA multiples on which these trusts trade.

The tax advantaged component of distributions to Investors may vary between trusts which in turn
may have an impact on unit prices.

4.4.4 NTA Valuation Conclusion

Bascd on the considerations detailed i sections 4.4.2 and 4.4.3 of this report. Ernst & Young Corporate
Finance’s NTA based valuation aseribes g value range o the Metropehtan Collection Fund of $12.8 million (o
£13.5 million.

4.5

Yield Based Valuation

4.5.1 Historic and Forecast Distributions

In order to determine an appropriate maintainable distribution level to be used as a basis for this valuation.

consideration has been given to:

. the Metopohtan Collection Fund's unsudited operating results and distribunion for the mne month
period ended 31 March 2003

. the Metropolitan Collection Fund's forecast operating results and distribution of 8.8 cents per unit for
the financial year ending 30 June 2004 which has been reviewed by B0,

. future  capital  expenditure/refurbishmwent costs and  other ongoing costs which may  reduce
maintainable distributions o a level below that {orecast for the financiad year ending 3G June 2004
and

' discussions with the directors of Property lunds Australia regarding future profitability trends of the
Metropolitan Collection Fund and 1ts ability 1o maintain its current payout ratio,
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Based on these considerations, Emst & Young Corporute Finance has applied a future miaintainable
distribution of 8.0 cents per umt lor the purpose of valuing 100% of the issued [nterests of the Metropolitan
Collection Fund.

4.5.2 Comparable Property Trust Yields

In order o determine o vield range appropriate for the purpose of valuing the Metropolitan Collecuon Fund.
refercnce has been made o listed and unlisted property trusts whose sector exposures are considered broadly
comparable to that of the Metropohtan Collecuion Fund’s, Detailed in the table below are vields and other key
valuation metries for those comparable property trusts which are listed on the ASX.

Comparable Property Frusts Sector Forecast 1 Muonth Forecast
Distribution W. Average Yield
to Unit Price
30-Jun-03  28-Apr-(3
{c} ($) (%)

Austradian Growth Properties Fimited Commercial 26u.] 6.3 0.79 w0
AMP Oftice Trust Commuercial 1.095.0 906 114 B.4%
Commonwealth Property Office Fund Commereiad 15248 9.4 P17 5.0%
Deutsche Office Trust Commereia 1.435.1 1ol INLY; b.2%
Flexi Property Fund Commereial 91.1 10.4 1.17 8.9%
ING Office Fund Commercial Q03 10.6 1.13 9.3%
Investa Property Group Cormmercial PASLS 15.0 2nm 7%
Lend Lease TS Office Trust Commurcial F00.8 1.7 .32 8.9%
Mucyuarie Office Trust Commercial LAHLT 111 .16 U.5%
Principal Gifice Fund Commercial 1.464.2 11.2 1.40 B
AMP Shepping Centre™ Retatd 68,4 1.2 1.72 (.55
Runnings Warehouse Property Trust Retaid 287.2 1.1 1,40 T.2%
Carindale Property Trust Retani 183.4 16.7 243 6.9%
Centra Properties Group™ Retail 1.263.4 27.1 372 7.5%
CFS Gandel Retail Retail 20708 4.7 1.38 T.0%
Macyuarie Countrywide Trust Retail 51401 fi6 1.68 8 1%
Prime Retai]l Group Retail 118.5 8.6 0.96 B.O%
Westtield America Trust Retail 5.231.0 154 202 7.0%
wostfield Trust Retail 6.019.5 236 343 6.9%
AMP Industrial Trust industrial 356.5 10.0 118 8.5%
Deutschie Industria] Trust Industrial 5093 15.3 1.74 885
ING Industrial Fund Industrial BROLE 138 1.7} 814
Mucquarie Goodman Industrial Trust Industrial 10851 12.3 .44 §.2%
Macquaric ProLogis Industrial 2167 7.5 0.92 8.2%
Low 118.5 6.5%:
High 6.0149.5 YA
Averape 1499 5 8.1%

FAMP Shopping Centre is cumrently the subject of a ahceoser bid made by Centro Properties Group.
Source: Property Investment Research: ASX,

In order o determine an appropriate yield range for the Metopolitan Collection Fund, consideration has been

given to the following factors.

. Yields for the sample of broadly comparable property trusts vary widely and range between 6.5% and
9.5% with a simple average of 8.1%.

. Some of the trusts within the broadly comparable sample are currently affected by extrancous factors
and some undertake investiments which are Jess comparable 0 those of the Metropolitan Collection
Fund.
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. The trusts within the broadly comparable sample are of no fixed duration,  The Metropolitan
Collecuon Fund. however, is of fixed duration,

. fncome profiles. and 1 wrn distributions. of the Metropolitan Collection Lund and the sample of
broadly comparable trusts may vary in line with the asset profiles of the individual trusts,

. The trusts within the broadly comparable sample are significantly larger in value than the
Mctropolitan Collection Fund. Unit prices of larger property trusts wnd o command a premium due
to their perceived lower levels of nsk and as such trade at a lower yield.

. The Metropolitan Collection Fund represents a three asset property trust and as such its earnings
stream is less diverstied than those of the sample wosts. Unit prices of more diversificd property
trusts tend 0 command a premium due o their perceived lower levels of carnings volatility and as

such trade at a lower yield.

. Although listed on the BSX. the liguidity of entities lsted on this exchange is considerably less than
that of the sumple trusts which are traded on the ASX. This is reflected in the absence of trading of
the Metropolitan Collection Tund units since its listing on the BSX on 29 March 2003, Prices of
illiguid assets tend 1o attract a discount and thus trade at higher yields relative o similar but liquid

asseis.

. The tax advantaged component of distributions o Investors may vary between trusts which in turn
may have an impact o unit prices.

4.5.3 Yield Valuation Conclusion

Based on the considerations detaited in sections 4.5.1 and 4.5.2 of this report. Emnst & Young Corporute
Finance's yield based valuation aseribes a value range to the Metropelitan Cotlection Fund of $13.2 million o
$13.9 million.

46 Valuation Conclusion

The following table summarises the valuations undertaken by Ernst & Young Corporate Iinance ol 100% of
the i1ssued Interests ol the Metropolitan Collection Fund using both the net tangible asset based methodology
and yield based methodology.  In concluding on an appropriate valuation range. Ernst & Young Corporate
Finance has primarily relied on the net tangible asset based valuation methodology. The vield based valuation
micthodology was used as a ¢ross check due to the inherent uncertaintics surrounding forecasting future

distribution levels.

Valuation Surnmary Report Valuation

Section
Metcopolitan Coliection Fund f.ow High
Net Tangible Asset Based Vialuation {31 344 F2R25 135003
Yield Based Valuation (5] 4.5.3 13,200 13,905
Ernst & Young Corporate Finance Valnation 1% 12,825 13,500y
Totad Number of Interests on Jssue IREV Y A4 16,600 16,608
Ernst & Young Corporate Finance Valuation on a per Interest 53 .77 .81

1. Capital pains s dasaes alieh may avise upon the sale of the Metrapelitan Collection Fund propertics Tus noe been taken inteo
comsiderilion,
I The thevnetival vistuations detailed abose do not necessarly refiect the price sowhick an ivestor may he able W reabise their

mvestinenl.
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Ernst & Young Corporate Finance is of the opinion that, subject to the purpose and scope of this
Independent Expert’s Report as outlined in Section 1 of this report and the qualifying statements
outlined in Section 9 of this report, the fair market value of 1089 of the issued Interests of the
Metropolitan Collection Fund is between $12.8 million and $13.5 million.

5 Overview of the Merged Fund

5.1 Post Merger Profile

As detailed inosection 1.1 of this report. upon implementation of the Merger Proposal. the Merged Fund
(formerly Trilogy} wilt own directly or indirecty all of the issued units in each of the remaining seven Merging
Trusts managed by Property Funds Australia. The Merged Fund will represent a diversilied portiolio of
propertics which s significantly larger than any one of the existing individual entitics. As per the independent
property reviews discussed in section 6.2.1 of this report, the current market value of the Merged Fund's post
merger investment propertics approximates $200 nulfhon.

As part of the Merger Proposal. the Constitution of Trilogy will be amended such that the 1rust becomes & tund
with no fixed duration with the ability 1o raise funds and invest in addiuonal properties should opportunities
4rise,

Property Funds Austrabia will remain the manager. trustee and responsible entity for the Merged Fund upon
implementation of the Merger Propesal.  As stated in the Notice of Mecting and in the explanatory
memorandum, the Merged Fund's objectives will be to:

. provide stable and growing distributions to Unitholders;
. deliver sowud grovtit in the value of the Portfolio;
. grow the Merged Fund by the acquisition of additional properties und associgred capital raising so as

to enhance the diversification of the Merged Fund and therveby lower Unitholder’s risk...
. mraxintise the rowal returns to Unitholders.

5.2 Profile of Porifolio

The table below provides details of the Merged Fund’s portfoliv upon implementation of the Merger Propaosal.
Also detailed below are charts and graphs which provide a prolile ol the Portfolio.
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METROPOLITAN COLLECTION [FUND OVERVIFW OF THE MERGET FU'ND

The sector exposure of the Merged Funds portfolio weighted by income is detated in the following chart.

Sector Exposure
Bulky Goods “BD Carpark  cBp Oftice

7% 1% 19%
Ingdustrial
3% )
i CBD Retail
Entertainment 13%
4%
Suburban Suburban
Retail Office
22% 21%

Source: Property Fundy Anstrafia.

The geographic diversification ol the Merged Fund’s porttolio weighted by net letlable area is detailed in the
following chart.

Geographic Diversification

ACT -
Regional
16%
NSWY -
Regional
8% QD-
Brishane
55%
QLD -
Regional
21%

Soreree: Properiv Frnds Australia,

"The tenant concentration of the Merged Fund’s portfolio weighted by income is detailed in the tfollowing chart.

Tenant Concentration

Kings Patking Colesiver Suncorp-M elway
3% -elesilye 6.9%
7 4% e
Balance of Enaergex
Partiolio 54%
49.0% State Govt.
5 4%
NAB
Angus & 340
Rabertson Roading Cinas Woolworths
Bookwarid de{"‘! u_'”e":a 3.4%
20% 2% Harvey Nonnan
3.0%
Sewree: Properey Funeds Australia.
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METROPOTITAN COLLECTION FURD

The lease expiry prolile of the Merged Fund's portfolio weighted by income s detailed in the following chart.

5.3

2h%, [ e e e

20%

OVERVIEW OF T11E MERGED FUND

15% -
10% e
5%
0% ¢

%ncome

Financial Years Ending 30 June

Sonerce: Property Frds Anstralio

Extracts from Forecast Pro-Forma Financial Statements

An extract from the Merged Fund's forecast pro-forma Statement of Financial Position as at 30 June 2003 is

detailed in the following table.

LERNST & YOUNG CORPORATE FINANCE PTY TLsITED

Pro-Forma Statemient of Financial Position ‘As al

Merged I'und

Current Assets

Cash

Receivables

Other

Total Current Assets

Non-Current Assets
Investment - Property
Goodwill

{Jther

Total Non-Current Assels

Total Assets

Carrent Liabilities
Interest bearing liabilitics
Payubles

Total Current Liabilities

Non-Cuorrent Liabilities
Inerest bearing liabilites

Total Non-Current Liabilities

Total Liabilities

Net Assets

30-Jun-B3
Reviewed
($'000s)

364
RE6
158
1,408

200 3404
879
11.544
212,733

214,141

1.303
744
2,047

119,954
119,934

122,082

92,139

Source: Pro-Forma Stawcinent of Financial Position prepared by Properiy
Funds Australia and revicwed hy BDYO.
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METROFOLITAN COLLECTION FUND VaLTIATION OF THE MERGED FUND

In relation o the Merged Tund’s Torecast pro-forma Statement of Financial Position. the tollowing comments

gre made.

. Independent property valvauons undertaken in March 2003 conclude that the aggregate lair market
value of the propertics to be owned by the Merged Fund is approximately $200.31 million. This
includes the prospective Centro — Stage 3 car park acquisition valued at $0.36 million.

. Goodwill refates 1o the consideration ollered in excess of dentifiable tangible assets of the units
acquired 1n the Merging Trusts.

» hher non-current assets predominantly comprise of capitalised establishment costs and approximately
$0.30 million of funds on deposit.

The pro-lorma Statement of Financial Posttion incorporates transaction costs in relation to the Merger Proposal

which approximate 51.30 million.

5.4  Pro-Forma Capital Structure

If the Merger Proposal is implemented, the Merged Fund’s capital structure will be comprised of
approximately 93.01 mullion units.  An overview of the Merged Fund's pro-forma capital structure s detailed
in the foliowing table.

tlnitholder Strueture Units Interest
Merged Fund

Units issued w Garden Sqoare Syndicate Investors 7352 T.9%
Units ixsued 1o Gurden Square Trust Investors 3.660 9%
Uhits issued to Metropolitan Collection Syndicate Investors 5,956 9.0%
Llnits issued to Metrapabitan Collection Trust Invesiors A0 L M
Units issued o Capital Collectiom Syndicate Investors 17.947 [9.3%
Linits issued w Capital Collection Trust Investors 16,189 17.4%
Lnits wssued 1o Riverdale Investors 8,104 8.7%
Linits currently 1ssued to Trilogy Investors 23310 25.1%
Total Units on Issue 93,013 | ELLIXILES

Souwree: Garden Sguare Syadicate wnitholder eegister dated 13 Felbruary 2003; Garden Square Trust unitholder
regaster dated 13 February X003 Metropolitan Collecoon Syadicate unithiolder register dated |3 Febroary
2003 Merropolitan Collection Frust unitholder regisier dared 13 Febrwary 2003; Capalal Collecuon Swndicane
unithelder register dated 14 February 200030 Capaul Collection Trust unitholder register duted 14 February
2003: Riverdale umitholder register duted 11 February 2002 Trilogy unitholder register dated 14 February
2003,

6 Valuation of the Merged Fund

6.1  Valuation Approach

In formulating an opinion on appropriate methodologies with which 10 perform the valuation of the Merged
Fund upon the implementation ol the Merger Proposal. Ernst and Young Corporate Tinance hay considered the
refevance of each methodology discussed in section 4.2 of this report with particular consideration given o

. the forecast distribution of the Merged Fund:

U the pro-forma financial statements of the Merged Fund:

. the APN Takeout Ofier and Buvback Proposal as detatled in the Notices of Meetings and the
cxplanatory memorandum provided 1o Metropolitan Collection Investors;

. the passive nature of the properly investmants 10 be owned by the Merged Fund: and

. the independent valuations of the Merged Fund's post merger property investiments (discussed in

section 6.2.1 of this reportd,
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MUTROPOLI AN COLLECTION FUND WALLATION O THE MERGLL FUsD

Bused on these considerations. Emst & Young Corporate Finance has applied the NTA based valuation
methodology and the vield based valuation methodelogy {or the purpose of valuing 100% of the issued units
of the Merged Fund upon the implementation of the Merger Proposal. Consideration has also been given to the
discounted cash flow methodology.

6.2 Net Tangible Asset Based Valuation
6.2.1 Independent Property Valuations

For the purpose of this report. Ermst & Young Corporate Finance has had access o the independent property
valuations performed by Chesterton Corporate Property Advisors, LandMark White, and Colliers International
in relation 1o the propertics which will be owned by the Merged Fund upon implementation of the Merger
Propasal. These valuations have been reviewed so as w provide comtort as to the current Tatr market value of
the Portfolio effectively acquired by the Merged Fund as a consequence ol the Merger Proposal. In
undertaking this review. consideration has been given to those factors discussed in section 4.4.1 of this report.

The independent property valuations have applicd varying valuation mwtrics in line with the properties being
valued. Discount rates ranged lrom 184.3% to 11.3% and yields ranged from 8.5% to 10.0%.

Upon review of the independent property valuations, no issues were identified which would suggest the
valuations do not reasonably reflect the current fair market value of the underlying properties. Property lFunds
Australia has also confirmud that the assumptions underlying the valuations are still applicable as at the date of

this report,
6.2.2 Net Tangible Assets

In order to determime an appropriate NTA figure (o be used as a basis For this valuation, consideration has been

given to:

. the Merged Fund's pro-torma Statement of Financial Positon as at 30 June 2003, a5 dewiled in
section 5.3 of this reporl, which reveals net assets of approximately $92.14 nallion:

. intangibic assets of approsimately $12.11 million which have been excluded for the purpose of
caleulating net tangible assels:

. the Merged Fund's pro-forma Statement of Financial Posiion which incorporates the updated
independent property valuations which when aggregated reveal u total value of approximately $260.31
nullion: and

. advice lrom Property Funds Auvstralia that all other assets and habilines in the pro-torma Statement of
Financial Posinion are recorded at fair value.

Based on these considerations. Ernst & Young Corporate Finance has applied a net langible asset figure of
S&0.0 midlion for the purpose of valuing 100% of the issued units of the Merged Fund upon implementatton of
the Merper Proposal,

6.2.3 Comparable Property Trust Multiples

Ay discussed inosections 5.1 and 5.2 of this report, the Merged Fund’s sector exposure will represent that ol a
diversiticd property trust upon implementation of the Merger Proposal. Inorder 1o determine an N'TA multiple
appropriate tor the purpose of valuing the Merged Fund. reference has been made o hsted and unlisted
praperty trusts whose sector exposures are considered broadly conparable o those of the Merged Fund’s.
Detailed in the table below are NTA multiples and other key valuation metries for those comparable property
trusts which are listed on the ASX.

ERNST & YOUSNG CORPUORATE FINANCE Py LIMITED 21

NOTICE OF MEETING & EXPLANATORY MEMORANDUM



METROPOIITAN COLLECTHON FUND VALLATION OF THE MERGED FUND

Cum'p'arahlé'Pr(:perly Frusts Sector NTA NTA per i Month NTA

Cnit W. Average  Multiple

Unit Price 1o
28-Apr-03

i$ $ (x}
AMP Diversified Property Trust Diversified 1.256.6 2,40 2,98 1.24
Deutsche Diversified Trust Diversitied 1O78.3 1.4 1.20 1.05
General Property Trust Diversified 50337 261 2.99 115
Ipoh Limited Driversified 3657 2.3 1.75 (.73
Jumes Fielding Group Dhversitied 1685 2.36 ile 1.34
Mirvac Group Iiversified 1.719.9 270 F.00 1.4%
Stockland Inversified 26129 14 4.8% 1.56
Tyndall Meridian Trust Ihversiiied 3798 1.(}8 1.12 1.03
Low 168.5 073
High 50337 .56
Averare 1.747 .9 1.20

Somree; Propeny Investment Research: ASX.

I order o determine an NTA muluple appropriate for the purpose of valuing the Merged Fund upon
implementation of the Merger Proposal, consideration has been given to the following factors.

» NTA muoltiples for the sample of broadly comparable property trusts vary widely and range between
0.73 and 1.56 with & simple average of 1.20,

. Some of the trusts within the broadly comparable sainple are currentdy alfected by extraneous factors
and some undertake investments which are less comparable o those of the Merged Fund.

. Most trusts within the broadly comparable sample are significantly larger in value than the Merged
Fund. Unit prices of larger property trusts tend 0 command @ premium due 1o their pereeived lower
levels of risk.

. Although bisted on the BSX, the {iquidity of entities listed on this exchange s considerably less than
that of the sample trusts which are traded on the ASX. Prices of illiquid asscls tend (o attract a

discount refative w sinnlar but hiquid assets.
. Historic control premiums Tor the sequisition of property (rusts.

. NTA values of the sample of broadly comparable property trusts may reflect dated valuations which
n turn may distort the NTA muluples on which these trusts trade.

. The tax advantaged component of distnibutions o Investors may vary between trusts which in turn

miay have an impact on unit prices.
6.2.4 NTA Valuation Conclusion

Based on the considerations detailed in sections 6.2.2 and 6.2.3 of this report. Emst & Young Corporawe
Finance’s NTA based valuation ascribes a value range to the Merged I'und upon implementation of the Merger
Proposal of $83.0 million to $86.4 million,

6.3 Yield Based Valuation

6.3.1 Future Maintainabte Distributions

In order o detenmine un appropriale naintaimable disteibotion level o be used as a basis Tor this valuation,

consideration has been given

. Property Funds Australia™s forecuast operating results and distribution off 8.5 cents per unit for the
finaneial vear ending 30 June 2004 which has beent reviewed by BDO:
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METROPOLITAN COLLECTION FUND VAL ATION OF THE MERGED FLND

. future capital  expenditure/refurbishment costs and  other ongoing  costs which may  reduce
maintainable distributions to a level below that forecast for the Nouncial year ending 30 June 2004
and

. discussions with the dircctors of Property Funds Australia regarding future profitability trends of the

Merged Fund upon implententation of the Merger Proposal and its ability w0 maintain future
distribution levels.
Based on these considerations. Hrnst & Young Corporate Finance has applied a future mainlainable
distribution of’ 8.3 cents per unit for the purpose of valuing 1005 of the issued units of the Merged Fund.
6.3.2 Comparabie Property Trust Yields
In order w determine a yicld appropriate for the purpose of valuing the Merged Fund wpon implementation of
the Merger Proposal, reference has been made to listed and unlisted property trusts whose sector exposures arc
considered broadly comparable to those of the Merged Fund’s. Detailed in the table below are yields and other
key valuation metrics for those comparable property trusts which are listed on the ASX,

Comparable Property Trusts T'orecast 1 Month Forecast
Distribution W. Average Yield

30-Jun-33  Unit Price to

28-Apr-03
(c} %) {7
AMP Diversilied Property Trust Diversified 1.250.6 IR 298 0.8
Deusche Diversified Trust Diversified 10783 9.3 1.20 7.7
General Property Trust Lriversitied 5.0033.7 20.3 2.94 6.8%
Ipoh Limited Lriversilied 3652 NIA £T75 N/A
James Fielding Group iversificd LGB.5 23.0 316 1A%
Mirvac Group Diversified L7199 275 408 6.7%
Stockland Diversified 26129 31.2 4,88 6.4%
Tyndall Meridian Trus Piversified RERRS B.Y 112 7.9%
Low 168.5 6.4%
High 50337 7.9%
Averige 1.747.4 1%

Source: Propeny fnvesinent Reseach: ASX.

In order to determine a yield range appropriate for the purpose of valuing the Merged Fund upon

implementanon of the Merger Proposal. consideration has been given to the following factors,

. Yields for the sample of broadly comparable property trusts vary widely and range between 6.4% and
7.9 with & simple average of 7.1%.

. Some of the trusts within the broadly comparable sainple are currenty allected by extrancous tactors
and some undertake investments which are less comparable o those of the Merged Fund.

. Income profiles. and in turn distributions, of the Merged Fund and the sampie of broadly comparable

trusts mity vary n hine with the asset profiles of the individuoal trusts,

. Most of the trusts within the broadly comparable sample are sigioicantly larger in value than the
Merged Fund. Unit prices of larger property (rusts tend to command a premium due to their perceived
lower levels of nisk and as such trade at a lower viekd.

. Aldthough fisted on the BSX. the hiquidity of entties listed on this exchange is considerably less than
that of the sample of broadly comparable trusts which are traded on the ASX. Prices of illiyuid assets
tend to attract a discount and thus trade at higher vields relative o simifar but liquid assets,
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METROPOLITAN COLLECTION FUND EVALUATION 0 THL MERGER PROPOSAL

. The tax advantaged component ol distributions to Investors may vary between trusts which in turn
may have an impact on unit prices,

6.3.3 Yield Valuation Conclusion

Based on the considerations detailed n sections 6.3.1 and 6.3.2 ol this report, Ernst & Young Corporate
Finance's yield based valuanion ascribes a value range to the Merged Tund upon implementation of the Merger
Proposal of $85.3 million to $90.2 million.

6.4 Valuation Conclusion

The following table summanses the valuations undertaken by Ernst & Young Corporate Finance of [00% of
the 1ssued umts of the Merged Tund upon implementation of the Merger Proposal using both the net tangible
asset based methodology and yield based methodology,  As detailed in the table below. the yield based
valuation methodology indicates a potential value in excess of the net tangible asser based valuation
methodology. Due o the inherent uncertainties surrounding forecasting future maintainabic distribution levels.
however, Ernst & Young Corporate Finance has primarily relicd on the aet tangible asset based valuation
methodology for the purposes of its conclusions.

Valuation Summuary Report Valuation
Section

Merged Fund Low High

Net Tangible Asset Based Valuation ($'000s) 624 80000 864K
Yield Based Valuation (50007 633 85,303 GO A(
Ernst & Young Corperate Finance Valuation ($'000s) 80,000 86,4004
Total Number of Units on 1ssue RO 5.4 93,4 B304

Ernst & Young Corporate Finance Valuation on a

per Unit Basis {$'000s) .86 0.93

MNotes
1. Capital gains tax ksues which may artse upon the sale of an individuai property have nol been taken into

vonsideration.

2, The theoretical valuations detaiied above do aot necescarily reflect the price an which an investor may he able
realise thetr investment.

3. The potential effects of the Buyback Propasal have sl been imeorporated in this anabvsis.

Ernst & Young Corporate Finance is of the opinion that, subject 1o the purpose and scope of this
Independent Expert’s Report as outlined in Section 1 of this report and the gualifyving statements
eutlined in Section 9 of this report, the fair market value of 1009% of the issued units of the Merged Fund
upon implementation of the Merger Proposal is between $80 million and $86 milion.

7 Evaluation of the Merger Proposai

7.1 Approach to Assessing Fairness and Reasonableness

As discussed in Section 1.3, Erst & Young Corporate Finance has followed the guidelines oft ASIC Policy
Statement 74 in assessing the fairness and reasonableness of the Merger Proposal.  In forming conclusions.
Ernst & Young Corporate Finance has compared the hikely advanlages and disadvantages for Metropolitan
Collection Investors 117 the Merger Proposal is implemented with the likely advantages and disadvantages to
those Investors if the Merger Proposal is not implemented.
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METROPOVEAN COLLECTION FUNT EVALE ATION OF THL MERGER PROPOSAL

7.2 Fairness of the Merger Proposal

The figures in the table below represent the value of the Metropolitan Collection Fund both before and after the
Merger Proposal is implemented.  The table reveals that the theoretical mid-point value of 100% of
Mectropolitan Collection Fund Investors” units in the Merged Fund after the Merger Proposal is implemented is
higher than the theoretical intd-point value of 100% of Metropolitan Cedlection Fund Investors' Interests before

the Merger Proposal is implemented.

Comparison of Values I Repori Valuation
Section

Metropolitan Collection Fund oW High

Value of Metropolitan Collection Fund's Interests belore Merger (510005 16 12.825 13,500

Proposal

Mid-Point Vatue before Merger Proposal ($'0005) 13,163

Value ol the Merged Fund's units gfier Merger Propasal™ {500 ) fr.d #0000 86,4000

Metropolitan Collection Fund's i.nlen:sl in.thu N-'if;i‘gcfj Fund after . x 17.7% 17,764

Merger Proposat (hised on o unit conversion ratio of 1 0.9918)

Vadue u!'. T\-‘ia-n'upa:lilun Colicetion Fund's units in the Merged Fund alter (S0 141600 15.293

Merger Proposal®

Mid-Point Value after Merger Proposal {$'000s) 14,726

acludes transaction costs associated with the Merger Proposal.

7.3 Reasonableness of the Merger Proposal
7.3.1 Advantages if the Merger Proposal is Implemented
The Theoretical Value of the Metropolitan Collection Fund will Increase

As detatled in section 7.2 of this report. the theoretical value of 100% of Metropolitan Collection Fund
[nvestors™ units in the Merged TFund after the Merger Froposal is higher than the theoretical value of 100%. of
the Metropolitan Collection Fund's Inferests before the Merger Proposal.

Increase in Forecast Returns

Property Funds Australia’™s pre and post Merger Proposal forecasts are detailed 1 osections 4.5.1 and 6.3.]
respectively of this reporl. On a per unit basis. these forecasts sugeest that the distribution to be received by
Mutropolitun Collection Investors will increase upon implementation of the Merger Proposal.

limproved Asset Diversification and Reduction in Distribution/Farnings Volatility

The Metropolitan Collection Fund is currently a three asset property portfolio with 4 static sector and tenant
profile. As detailed in section 5.2 of this report. the Merged Fund will be a significantly more diversified trust
in terms ol scctor exposure. tenant profile and geographic exposure upon implementation of the Merger
Proposal. Increases in diversification may lead w a reduction in the nisk profile and earnings and distribution
volatility relative to an existing Metrepolitan Collection L'und investment.

Improvement in Lease Expiry Profile

Upon mplementation of the Merger Proposal. the weighied average lease expiry period will be approximalely
5.25 vears. This compuares 16 the exasting welghted average lease expiry of the Metropolitan Collection Fund
of 4.6 vears.  This may reduce risk of luture returns and in turn reduce the volatility of curnings and
distributions s the lTease expiry profile of the Merged Fund is more evendy distributed.

| )
L
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METROPOLITAN COLLECTION FUND EvALLATION (OF THE MERGER PROMOS AL

Reduction in Forecast Borrowing Margins

Property Tunds Australin has confirmed that from finance proposals sccured 1t is apparent that financiers will
reduce the borrowing margin on funds from 1.25% to 1.00% upon implementation of the Merger Proposal.
Holding other factors constant. this will result in an increase in funds available for distribution to Investors.
Property Funds Australia has quantified this to be an annual aggregate saving lor the Merged Fund of
approximately $0.3 million.

Reduction in Forecast Administration Costs

Property Funds Australia has forecast a reduction in administration costs upon implementation ol the Merger
Proposal of approximately $38.000 for the financial year ending 30 June 2004, Holding other lactors constant,
this will result in an increase in funds available for distribution to Investors.

Reduction in Management Fee

Property Funds Australia has forecast a reduction in the management fee upon implementation of the Merger
Proposal. Holding other factors constant, this will result in an ncrease in funds available for distribution 10
Investors. Property Funds Australia has quanuified this to be an aggrerate annual saving of approximately
$76.000 for the Merged Fund.

Increase in Liquidity

The Metropolitan Collection Fund's current capital structure comprises approximately 580 Investors. Upon
implementation of the Merger Proposal. the capital structure of the Merged Tund will be comprised of
approximately 3.000 Investors and will remain listed on the BSX. This increased pool of investors may result
in an increase in Hquidity relative to an existing Metropolitan Collection Fund investment thus potentially
improving the ability o trade units. In addition, il the Merger Proposal is implemented. the APN Takeout
Offer, as detailed in the Notice of Meeting and explanatory memorandum provided to Metropolitan CoHeetion
Investors. may provide Metropolitan Collection Investors with the opportunity (o exit their investment.

Increase in Size of Portfolio and Ability te Source Finance

The increased size of the Portfolio may improve the Merged Fund's ability o clficiently source lnance as
compared 10 the Metropolitan Collection Fund. This may enable it 1o act quickly should new investment
opportunities present themselves and to undertake capital improvements at a lower cost as required.

Increase in Tax Sheltered Component of Distribution

Should the Merger Proposal be implemented. Property Funds Australia bas forecast that the tax sheltered
component of distributions of the Metropolitan Collection Syndicate may increase from approximately 619 to
approximately 76%. This may increase the tax deductions available (o Metropolitan Collection Syndicate
Investors.

7.3.2 Disadvantages if the Merger Proposal is Implemented

Change in Unitholders’ Investment Profile

The profile of an existing investment in the Metropolitan Collection Fund will change vpon mmplememntation of
the Merger Proposal from that of a portfolio expased to three propertics (o that of an investment exposed ©
that of a diversified portfolio of properues. Although this represents an improvement in diversification. there
may be Metropolitan Collection Investors who would prefer to maintain their existing investment profile.

Loss of Direct Access to Underlving NTA

The Metropolitan Collection Fund has a term of fixed duration.  As such. Investors would be able (o direedy
access the underlying value of the Metropelitan Collection Fund’s property upon its ultmate sale by April
2007, Should the Merger Proposal be implemented. Metropolitan Collection Investors would no Tonger he able
oy direetly access the underbying value of the property during the ordinary course ol business.  Instead. the
underlying value of the property shouid be reflected in the trading price of the Merged IF'und. This trading
price may fluctuate and may or may not at umes accurately reflect the underlying value of the property.
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Extension of Term of Investment

The nature of Metropolitan Collection Investors’ investment will change from being of limited duration to a
more perpetualt wernt. Although units will be listed on the BSX. the patential tihquidity on this market may still
affect the ability and timing of any unit sales.

Dilution of Existing Unitholders’ Interests

As detailed i section 5.4 of dus Report. Metropolitan Collection Investors will bave an interest i only 17.7%
of the enlarged capital structure of the Merged Fund. Accordingly. this reduces their relative voting rights in
relation to future resolutions requiring Investor approval.

Potential for Further Dilution via Future Capital Raisings

The Merged Fund will have the ability (o consider and. of appropriate, purchase additional properues us
opportunities arise.  Should the issue of new cquity capital be reguired to facilitate future purchases. the
ownership interests ol existing Investors may be diluted depending on the issue price of the units.

Transaction Costs

Property Funds Australia has lorecast transaction costs in relation o the Merger Proposal of approxinately
S1.3 million i successful. As ne funds are being raised. these costs will resultin g reduction in the net tangible
asscts of the Merved Fund and will be borne by each of the existing entifies on a pro rata basis relative to their
post Merger Proposal interest in the Merged Fund.

Effects of the Buyback Proposal

The Buyback Proposal o be implemented by 30 March 2004 would provide Investors with an opportunity to
realise their investment an the Merged Fund.  Atthough this mechanism may mitigate to a degree the
disadvantages detailed abowve, the requirement 1o ruse funds may place additional strain on the Merged Fund's
distribulions.

Decrease in Tax Sheltered Component of Distribution

Should the Merger Proposal be implemented, Property Funds Australta has forecast that the tax sheliered
companent of disiributions of the Metropolitan Collection Trust will reduce to approximately 76%. Thiy may
decrease the fax deductions available to Metropolitan Cotlection Trust Investors relative to that of a 100% tax
sheltered distribution,

7.3.3 Advantages if the Merger Proposal is Not Implemented

No Change to Unitholders’ Investment Profile

Metropolitan Collection Investors will maintain the profile of their existing investment. This may be of benetit
to those Investors who seek the specific exposure that the Metropolhitan Collection Fund portfolio offers.

No Dilution or Change in Ownership

There wilt be no dilution to existing Metropolitan Collection Investors” ownership interests and no change in
the ownership structure of the Metropolitan Collection Fund.  In addition. the Metropolitan Coblection Fund
would remain a fixed wernin trust with no capacity to raise funds,

Avoidance of Risk Inherent in the Merger Proposal

The additionat risk and uncertainty associated with undertaking the Merger Proposal will be avoided.
7.3.4 Disadvantages if the Merger Proposal is Not Implemented

No Participation in the Potential Benefits of the Merger Proposal

The potential upside associated with the Merger Proposal. as detaled mosections 7.2 and 7.3.1 ol this report.
will not be available to Metropolitan Collection Investors and the static nature of the Metropolitan Collection
Fund portfoho wit]l be mamcined.
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Current Level of Lliguidity to be Maintained

Although hHsted on the BSX. an vestment in the Meopolitan Collection Fund will stili remain relatively
thguid,

Transaction Costs

Property Funds Australia has forecast transaction costs in relation o the Merger Proposal of approximately
$0.5 million if the Merger Proposal 1s not implemented.  As no funds are being raised. these costs will result in
a reduction in net tangible assets and will be borne by cach of the exisling Merging Trusts on a pro rata basis

based on property values,
7.4 Control Premium

A party oblaining control of a trust usually pays a premium over and above the price at which minority parcels
of units are traded. ASIC aindelines reguire the Independent Expert 1o assess whether a premium for control is
inciuded in the consideration payable by the Merged Fund for the Interests i the Metropotitan Collection Fund
it may acquire.  The higher the premium. the greater the benefit o all existing Metropolitan Collection
Investors. Conversely. 11 the umts are tssued at a discount there may be a ditution of value.

As discussed in Section 1.1, the consideration payable involves the 1ssue of units in the Merged Fund in
exchange Tor 1009% of the Interests of the Metropolitan Collection Fund. Detatled in the table below is a
summary of the pre and post Merger Proposal value of the Metropolitan Collection Fund.

Premium for Control Report Yalualion
Section

Metropolitan Collection Fund Mid-Point

Value of Metropoelitan Collection Fund before Merger Proposal {50005 4.6 13,163

Volue ol Consideration Ofiered (HD00 ) 72 14.726

Contrel Premium ($'000s) 1,564

Control Premium (R3] 11.9%

Ernst & Young Corporate Finance has concluded that a premium tor control of approximately 12% is included
in the consideration payable by the Merged Fund tor the Metropolitan Collection Fund Interests.

7.5 Is the Merger Proposal Fair and Reasonable?

Based on the considerations detailed above, Ernst & Young Corporate Finance is of the opinion that the
advantages of the Merger Proposal to Metropolitan Collection Investors outweigh the potential
disadvantages. Accordingly, Ernst & Young Corporate Finance has concluded that the Merger
Proposal is fair and reasonable to Metropolitan Collection Investors for whom this report has been
prepared.

8 Sources of Information

In preparing this [ndependent Expert’s Report. Ernst & Young Corpoerate Finance has relied on the following

sources o mformation:

. Notices of Meetings and explanatory memorandum for the Merger Proposal:

. the Mewropolitun Cotlection Fund prospectus dated 8 Januury 1999:

. interim financial report tor the six month period 31 Decentber 2002 reviewed by B1XO:
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. unaudited management accounts for the nine month period ended 31 March 2003 prepared by
Property Funds Australia:

. distribution forecasts prepared by the directors of Property Funds Australia and reviewed by BDO):
. independent property valuations for cach propenty ol the existing eight entities prepared by Chesterton

Corporate Property Advisors, LandMark White and Colliers International:

. Information Memorandum dated 11 March 2003 in relation to the Metropolitan Coliection Fund and
its application for admission to the oflicial list of BSX:

. discussions with the directors of Property Funds Australia:

. Property Investinent Research:

. The Australian Financial Review:

. various industry information provided by Property Funds Australia:

. press releases and news articles obtatned from Factivi.com Search Navigator:

. publicly available information including Annual Reports and information from the Australian Stock
Exchange:

. register of Metropolitan Collection Investors as at 13 February 2003:

» constitutions of the Metropolitap Collection Fund and the Merged Fund: and

. Custody Agreement between Property Funds Australia and Trust Company of Australia Limited.

9 Statement of Qualifications and Declarations

Ernst & Young Corporate Finance. which is wholly owned by Ernst & Young holds a Dealers Licence under
the Corporations Act 2007 and 1ts authorised representatives are qualified 1o provide 1his report. The directors
and Proper Authority Holders of Emst & Young Corporate Finance responsible for this report have not
orovided financial advice to either Property Funds Australia. the Metropolitan Collection Fund or the Merged
Fund.

Prior 1o accepting this engagement Ernst & Young Corporate Finance considered its independence with respect
1o Property Funds Australia. the Metropolitan CoHection Fund and the Merged Fund with reference o the
ASIC Practice Now 42 entitled “Independence of Expert’s Reports”™  In Emnst & Young Corporate Finance’
opinion it is independent of Property Tunds Australia. the Mewropolitan Collection Fund and the Merged Fund.

Thix report has been prepared specifically for the Metropolitan Collection Investors,  Neither Ernst & Young
Corporate Finance, Ermnst & Young. nor any member or employee thereol” undertakes responsibility o any
person. other than Metropolitan Collection Investors. in respect of this report. including any errors or

omissions howsoever caused.

The statements and opiniens given in this report are given in good faith and the beliel that such statements and
opinions are not false or miskeading,  In the preparation of this repon Ernst & Young Corporate Finance has
rehied upon and considered information believed after due inquiry 1o be reliable und accurate. Ernst & Young
Corparate Finance has no reason to believe that any information supphied to it was lalse or that any material
information has been withheld from it Ernst & Young Corporate Finance has evaluated the information
provided to it by Property Funds Austrabia as well as other parties. through inguiry, analysis and review. and
nothing has come to 1ty attention o indicate the mformation provided was materially mis-stated or would not
afford reasonable grounds upon which to base its report. Emst & Young Corporate Finance does not imply
and 1t should not be construed that it has audited or in any way verified any of the information provided to it, or
that its inquirics could have verified any matter which a more extensive examination might disclose.
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Property Funds Australia has provided an mdemnity (0 Ernst & Young Corpoerate Finance for any claims
arising out of any mis-stalement or ¢mission in any matertal or information provided to it in the preparation of
this report.

Ernst & Young Corporate Finance provided draft copics ol this report to the directors and managenment of
Property Funds Australia for their comments as to factual accuracy. as opposed to opintons, which are the
responsibility of Hrnst & Young Corporate Finance alone. Changes made o this report as a result of s
review by the directors and management of Propenty Funds Australia have not changed the methodology or
conclusions reached by Ernst & Young Corporate Finance,

Emst & Young Corporate Finance will receive a professional fec based on time spent in the preparation of this
report. estimated at approximately $83.000 for five reports. Ernst & Young Corporate Finance will not be
entided w any other pecuniary or other benefit whether direct or imdirect. in connection with the making ol this

rcporl,

Mr Gracerme Browning, a director and Proper Authority Holder of Emst & Young Corporate Finance and a
partner of Ernst & Young. has assumed overall responsibility for this report. He has over 16 years of
experience in providiny financial advice and valuation advice and has professional qualifications appropriate to

the advice being offered.

Mr Steven Becker. a Proper Authonity Holder of Ernst & Young Corporate Finance and a principal of Ernst &
Young. has alse been involved with the preparation of this report. He has over 14 years ol expericnee in
providing financial advice and valuation advice and has professional qualifications appropriate to the advice
being offered.

The preparation of this report has been undertaken pursuant to Section 611 of the Corporations Act 2001.
Ernst & Young Corporate Finance has also bad regard to relevant ASIC Policy Statements and Practice Notes,
It ix not irtended that the report should be used Tor any other purpose other than to accompany the Notice of
Meeting and explanatory memorandum sent (o Metropolitan Collection Investors,  In particular, it is not
intended that tus report should be used tor any other purpose other than as an expression of its apinion as (o
whether or not the Merger Proposal 1s n1 the best interest of Investors,

The financial forecasts used in the preparation of this report reflect the judgement of the directors and
managenent of Property Funds Australia based on present circumsiances, as (o both the most hikely set of
conditions and the course ol action it is mest likely to take. T is usually the case that some events amd
circumslances do not occur as expected or are not anticipated.  Therefore. actual results during the forecast
period will almost always ditfer from the forecast and such differences may be material. To the extent that our
conclusions are based on forecasts. we express no opinion on the achievability of those forecasts.

Emst & Youny Corporate Finance consents (0 the issue of this report in the forn and context in which it s
included in the explanatory memorandum o be sent 10 Meuopolitan Collection Investors.
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Dear Drrectors,
FTAXATION REPORT GN THE MERGER PROPOSAL

We have prepared this report to provide a broad summary of the income tax considerations {or the Investors in the Metropolitan
Cellection Fund and the proposed merger of the eight managed investment schemes managed by Property Funds Australia
Limited (the ‘“Merger Proposal®)

‘This report 15 based on current income tax legislation, case law and taxation rulings relevant as al (he date of this report. We
have also examined the effects of the Goods and Services Tax (G817} on Investors.

The general nature of the report is limited to taxpayers that are residents of Australia for income tax purposes. The taxation
tmplications for Investors may differ according to his or her personal circumstances, and accordingly Investors shauld obtam
their own professional advice regarding the applicable law in respect of the present proposal.

The advice provided applies specifically to Investors who hold their interests for an income return and a potential capital gain
from their mvestment. Taxpayers who are, for taxation purposes, conducting business as traders of shares, units and similar
property, should seek independent advice as the taxation laws apply differently to this cluss of taxpaver.

1. INTRODUCTION

The proposal is for the cight managed investment schemes under Property Fund Australia’s management to be mcrged inio the
one entity, Trilogy Trust {the Merged Fund). Those Schemes include (Garden Square Fund {comprising the Garden Square
Syndicate and the Garden Square ‘I'rust), Metropolitan Collection Fund {comprising the Metropolitan Collection Syndicate and
the Metropelitan Collection Trust), Capital Collection Fund {comprising the Capital Collection Syndicate and the Capital
Collection ‘Trost}, ‘Trilogy and Riverdale.

The Merger will be achieved by the Merged Fund acquiring a 100% direct or indirect interest in the other Merging Trusts.

The Metropolitan Collection Fund provided Invesiors with a choice (at the time of its cstablishment) between two investment
vehicles, the Metropolitan Collection Syndicate, which holds the Metropolitan Collection properties and the Metropolitan
Colleetion Trust which acquired interests {now called Lots) in the Metropolitan Collection Syndicate.

The taxation character of the Metropolitan Collection Syndicate was recently considered by Queen's Counscl, Queen's Counsel
opined that the Metropolitan Collection Syndicate wus a trust for the purposes of taxation, This characlerization does not change
the nature of the legal entitlerments or obligations of Metropolitan Collection Owmners, but does have implicalions for them and
the Merger Proposal.

This report proceeds on the basis of the Gueen's Counsel’s opinion.

2. WHAT CONSTITUTES THE MERGER PROPOSAL
If the Merger Proposal is approved by all of the Merging Trusts, the [ollowing implementation process will be actioned:

(a} Amendments will be made to the constitutions of the Metropolitan Collection Syndicate and the Metropolitan
Callection Trust;

(b} The Metropolitan Collection Trust currently holds a humber of Lots in the Metropolitan Collection Syndicate.
The Metropolitan Collection Trust will acquire the balance of the Lots not currently held by the Metropolitan
Coliection Trust from the other Metrapalitan Colleetton Owners, Units in the Metropolitan Collection Trust
will then be issued to the Metropolitan Collection Owners in consideration; and

{c) Afl units then on issue in the Metropolitan Collection Trust will be exchanged for units in the Merged Fund.

Metropolitan Colicction Owners will therefore have a two-step disposal of their Lois and will ultimately receive units in the
Merged und.  Mctropolitan Collection Trust Unitholders have only the one step in the exchange of their units in the
Metropolitan Collection Trust for the unils in the Merged Fund.
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The relevant taxation implications arising from the above process is discusscd below.,

3. CHANGES TO CONSTITUTION

The relevant taxation issuc concerns the changes made to the constitutions of the Metropolitan Collection Syndicate and the
Metropolitan Collection Trust and whether it could be considered that the changes create a new trust for taxation purposes (ie a
resettlement of the trust). If there is a new trust created by the amendments, the capital gains tax regime would apply as if the
Metropolitan Collection Syndicate or Trust had disposed of their property to the new trust. Queen’s Counsel’s opinion was
sought on this issue. Queen’s Counsel opined that the proposed amendments do not create a new trust and accordingly there are
no taxation or stamp duty implications arising from the proposed amendments to these constitutions.

4. YALUE SHIFTING

As the current proposals include the 1ssue of replacement units at market valuc, the dircet value shifting provisions will not
apply.

5. DESCRIPTION OF THE SCRIP FOR SCRIP ROLLOVER PROVISIONS
Syndicate Investors

As mentioned above, the Interests held by Investors in both of the entities that comprise the Metropolitan Collection Fund have
been characterized as trust interests. The Merger process for Metropolitan Collection Syndicate Owners involves two disposals
that results in an exchange, in both instances, of a trust interest for another trust interest.  The end result is that Mctropolitan
Collection Owners will own Merged Fund Units. The scrip for serip rotlover provisions will apply to both disposals.

The exchange of Lots m the Metropolitan Collection Syndicate for units in the Metropolitan Collection Trust and then the
cxchange of those units for units in the Merged Fund each constitute a CGT event (a disposal). In the ordinary course, a CGT
consequence for Metropolitan Collection Owners would apply, resulting in a comparing of the market valuc of the Merged Fund
Units {thc consideration received) with the Metropolitan Collection Owner's cost base of the Lots held in the Metropolitan
Collection Syndicate,

Trust Investors

For Metropolitan Colicction Trust Unitholders, there is only one disposal, namely the exchange of Metropolitan Collection Trust
Units for Merged Fund Units,

The exchange of Mctropolitan Collection Trust Units in exchange for Merged Fund tnits constitutes a CGT event (a disposal).
[n the ordinary course, a CGT consequence for Metropolitan Collection Trust Unitholders would apply, resulting in & comparing
of the market value of the Merged Fund Units {the consideration received) with the Metropolitan Cellection Trust Unitholders
cost hase of the units held in Metropelitan Collection Trust,

Investors’ Election necessary

Metropolitan Collection Investors, albeit holding a direct or indircct interest will, however, have a choice to defer any taxation
tmplications arising from the disposals associated with the Merger Proposal by electing to use the CGT concession provided by
the *scrip for scrip rollover” provisions of the Tax Act. These provisions are only available if the Metropolitan Collection
Investor would have had a capital gain on the disposal of the Interest in the Metropolitan Collection Fund.

6. TAXATION IMPLICATIONS — SCRIP FOR SCRIP ROLILOVER
{a) What are the concessions?

A scrip for scrip rollover has the effect of deferring the recognition of any capital gain that would otherwise arise to a
Metropolitan Collection Investor on the exchange of their Metropolitan Collection Fund Interests for the Merped Fund Units
until such time as the replacement Merged Fund Units are subsequently disposed by them.

{(h) Conditions for scrip for serip rollover
The following conditions must be satisfied for senip for serip rollover 1o be available to Metropolitan Collection [Investors:
() the Metropolitan Collection Investor exchanges their Mctropolitan Collection Interest for the Merged Fund Units;
{ii) the exchange is in consequence of a single arrangement where:
all owners of voting Intcrests in the respective Metropolitan Collection Fund entitics can participate;

participation is available on substantially the same terms to all Metropolitan Collection Investors; and
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as a result of the offer, the Metropelitan Collection Trust becomes the owner of 80 per cent or more of the
Metropolitan Collection Syndicate and the Merged Fund becomes the owner of 80 per cent or more of the
units in the Metropolitan Collection Trust;

{1} the Metropolitan Collection Investor acquired their Metropolitan Collection Interest after 19 September 1985 (ie
post-CGT),
{iv) apart from the rollover relief, the Metropolitan Collection Investor would make a capital gain as a result of the

exchange (i.c. rollover relief is not available if a capital loss would arise to an Investor on the exchange of their
Metropolitan Collection Interests for Merged Fund Units); and

(v) the Metropolitan Collection Investor chooses to usc the scrip for scrip rollover reficf.

We are advised that the Metropolitan Collection Syndicate has a significant stakeholder/common stakeholder (being the
Metropolitan Collection Trust). This will require the trustee of the Metropolitan Collection Trust to also make a choice to apply
the scrip for senp rollover relief provisions. There are no further requirements, as in our opinion, the Televant parties to the
mansaction are acting at arms {ength.

If, as advised, Metropolitan Collection Trust is a significant stakeholder in the Meciropolitan Collection Syndicate, then the cost
base of the Metropolitan Collection Trust's interest in the Metropelitan Collection Syndicate is rolicd over to the Merged Fund.

The above provisions are similarly applicable to the Metropelitan Collection Owners who hold direct interests in the
Metropolitan Collection Syndicate,

The Metropolitan Collection Investor must specifically apply for the application of the rollover concession, The
Envestor’s choice to apply for the rollover relief provisions needs to be made in the Investor’s taxation return for the vear
in which the exchange occurs (i.e. assuming the current Effective Date then the 2003/04 year taxation return).

Rollover relief will be avaitable to the extent the consideration received by a Metropolitan Collection Investor is in the form of
Merged Funds Units. Accordingly, no capital gains tax will be paid on the disposal of Metropolitan Collection Fund Interests to
the extent that consideration is received in the form of Merged Fund Units under the Merger Proposal.

(c} Rollover election not made

Where an individual or a trust holds an Interest in the Metropolitan Collection Fund as an investment and serip for serip rollover
does not apply or is not clected, taxation relief on any capital gain arising from the cxchange of the Metropolitan Collection
Interest may be available via a 50 per cent CGT discount or indexation adjustment.

The discourt and indexation may also apply to any capital gain that accrues to a Metropolitan Collection Investor as a result of
only partial rollover relief being available. Pursuant to the 50 per cent discount, only half of any capital gain arising from the
exchange of the Metropolitan Coliection Fund Interest is subject to income tax.

To be eligible for the 50 per cent discount, the Metropolitart Collection Fund Interests in question must have heen held for at least
12 months prior to accepting the exchange. No indexation is taken into account in calculating the net capital gain for these
purposes. The 50 per cent discount is taken into account after applying any available capital losses.

For Interests acquired on or before 11:45 am (EST) on 21 September 1999, a Metropolitan Collection Investor will have the
option of either applying the discount discussed above or applying indexation to the CGT cost basc of the relevant Metropolitan
Collection Fund Interest. Under the indexation option, the Metropolitan Collection Investor would index its CGT cost base in the
relevant Metropolitan Collection Fund entity for movements in inflation between the date of acquisition of the Interest and 30
September 1999, provided the Interest was held for more than 12 months.

(d) Other types of unitholders

{f the Metropolitan Collection Fund Interests are held by a complying superannuation fund, the CGT discount available in respect
of the exchange of the interests and units is 33 1/3 % of the capital gain.

Companies are not entitled to any CGT discount.
{e) Application of the provisions

Metropolitan Collection Investors will cxchange either their existing or rolled over Interests in the Metropolitan Collection Fund
for Merged Fund Units. Whilst these exchanges represents a CGT event, the above scrip for senip rollover relief will be available
for the Metropolitan Collection lnvestors, with the following consequences:

{1) no CGT liability arises in respect of the exchanges; and

(i) a deemed cost base for the Merged Fund Units rcecived is referenced to the previous cost base of the Metropotitan
Collection Fund Interests.

These matters are further explained below.
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{f} Impact of the provision:
Cost base of new units

The calculaton of the cost base for the Merged Fund Units will depend on whether the scrip for serip roll-over has been applied

to the disposal of the Metropolitan Collection Fund Interests. The cost base for the Merged Fund Units will be calculated as
follows:

(1) where a Metropolitan Collection Investor elects for the scrip for scrip rollover concession, the total cost base of
the Merged Fund Units will equal the cost base of the Interests in the Metropotitan Collection Fund; and

(i} where the scrip for scrip rollover concession is not elected by them, the cost base of the Merged Fund Units wili
equal the market value of the Metropotitan Collection Fund Interests exchanged.

Date of acquisition of Merged Fund Units

There are some important CGT implications arising from the exchange of Interests and the decmed date of acquisition by a
Metropolitan Collection lnvestor of the new Merged Fund Units;

(1) where the Metropolitan Collection Tnvestor chooses scrip for scrip rollover, then notwithstanding the fact that the
Merger Proposal will result 1n the Metropolitan Collection Investor receiving Merged Fund Units, the replacement
Merged Fund Units are deemed to have been acquired on the same date the original Interests in the Metropolitan
Collection Fund was acquired by the Metropelitan Collection Investor.

(1) if the scrip for scrip rollover relief is not chosen, the acquisition date for the acquisition of the Merged Fund Units
received in exchange for the Metropolitan Collection Fund Interests will be the date on which the exchange occurs
{(1c the Effective Date).
7. GOODS AND SERVICES TAX (GST)
On the basis of the current GST legislation, the exchange and cancellation of Metropolitan Collection Fund Interests for Merged
Fund Units arc not subject to GST.
8. STAMP DUTY

We are advised by lawyers for the Manager that there will be no duty payable on any aspect of the Merger Proposal. That Icgal
advice is based on the principle that the Metropolitan Collection Syndicate, the Metropolitan Collection Trust and the Merged
Fund are listed unit trusts and therefore transactions relating to the Interests in these trusts are not subject to stamp duty.

9. TAXING OF THE MERGED FUND AND UNITHOLDERS

{a) Tax Status of the Merged Fund

The Mcrged Fund is a resident of Australia for the purposes of Australian Income Tax. Division 6C of Part Il1A of the ITAA
treats certamn public unit trusts as if they are companies for tax purposes.

Based on our review of the actvitles authorised by the Merged Fund’s constitution and the intended business of the Merged Fund, we
are of the opinion that the Merged Fund will not be treated as a company for income tax purposes.

{ur opinion is based on the fact that as the Merged Fund comes within the definitton of an “eligible investment business™, and
accordingly it 1s excluded from the application of Division 6C.

(b) Assessability of Merged Fund Income

The Merged Fund does not pay tax on its net trust incone, to the cxtent that the Unitholders are presenty entitled to all of the *ner
income” of the Merged Fund in any particular year and this net income is distnbured in full each ycar to Unitholders.

The Unitholders are assessable on their share of that net income to which they are presently entitled.
{c) Merged Fund Losses

If the Merged Fund incurs a loss, either of a revenue or a capital nature, the loss is not distributed to the Unitholders. A loss is
carried forward by the Merged Fund and can be offset against future income, subject to the following criteria:

{) A capital loss can only be offsct against capital gains;

(1) A revenue loss can be offset against either revenue or capital income;

(iii) The Merged Fund must satisfy certain tests contained in the trust loss provisions before the loss can be claimed as
an offset.

! Income Tax Assessment Act 1936
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{d) Income Distributions to Unitholders

The mncome of the Merged Fund is to be distributed to Unitholders on a pro-rata hasis according to the respective number of units
hetd in the Merged Fund at the end of each distnbution peniod.

The Unitholders will include their share of the Merged Fund’s distributed net taxable income in their own tax return as assessable
income. The amount of distributed net taxable income will be included in the Unitholder's assessable income irrespective of
whether the income is distributed by means of a cash payment or otherwise. Note the amount included by the Unitholder as
assessable income in their taxation returns will not be the cash distributions.

The Commiissioner of Taxation presently treats any income in excess of a trust’s {such as the Merged Fund's) net taxable income,
which is distributed to Unitholders, as a capital distribution for tax purposes, The effect of the Act is that certain of these capital
distributions will reduce the cost base of the units (ie the cost base of the Merged Fund Umnits).

{(e) Disposal of Capital Assets of the Merged Fund
If the Merged Fund disposes of an asset of the trust, capital gains tax (CGT) will apply. The following summarises the CGT
position:
(a) upon the disposal of any property held by the Merged Fund for more than 12 months, the capital gain is reduced by
a 50% CGT discount in determining the Merged Fund’s net income.

(b} if the disposal gencrates a loss, the loss is guarantined in the Merged Fund and availabie for offset against any
future CGT gain made by the Merged Fund.

The reduced gain forms part of the net income of the Merged Fund and subject to the spectal comments below, 15 taxed in the
manner described below.

The distribution of the reduccd capital gain to the Unitholder has special tax implications. The Unitholder must gross up the
distribution by doubling the reduced capital gain before applying any capital losses. The Unitholder, other than companies, then
apply the applicable CGT discount to the grossed up amount to determine their net capital gain.

The Merged Fund's Constitution permits gains arising from the realisation of the frust' s investmenis or any amount of
distributablc incomc in cxcess of taxabte income, to be distributed to Unitholders on a pro-rata basis according to the respective
numbers of units held at the end of each distribution period.

{f) Other Distributiens to Unitholders

Any distribution from the Merged Fund, which is not asscssable to Unitholders as a distribution of net income, will have the
following CGT implications for the Unitholder:

{a) The cost base of units held by the Unitholder will be reduced by the sum of any non-assessable distributions made
by the Merged Fund. These non-assessable distributions may relate to:

{1) provisions for depreciation of plant and equipment or other tax deductible expenditure; and
{ii} distnibutions that relate to building allowances.
{b) Distributions of the non-taxed component of the capital gain made by the Merged Fund on the sale of one of its

assets will not reducc the cost base of the Merged Fund units.
{g) Future Sale of Merged Fund Units by Unitholders
{i) General

if a Merged Fund Unitholder acquired their units or their original Interests in the Metropolitan Collection Fund for leng term
investment purposes and not as part of a business activity or purpose of trading in units as part of a profit-making undertaking or
scheme, the CGT provisions will be applicable on the disposal of the Merged Fund Units.

If a Metropolitan Collection Investor entered into the Metropolitan Collection Fund Interest acquisition with a profit-making
purpose {eg. an Investor in the business of share trading}, then it is likely they will be taxed under the ordinary income provistons
of the income tax law.

{it) Capital Gains Tax

A capital gain will arise on disposal of Merged Fund Units where the consideration received exceeds the cost base (or reduced
cost base) of those units at the date of disposal.

In accordance with recent changes mn legislation, there will be no indexation applied to assets acquired on or after September 21,
1999, This will apply to the investment made by Unitholders n the Merged Fund.

The method for taxing the capital gain has also been amended with the removat of the CGT averaging system for individuals.
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For certain Unitholders {excluding companics) who hold their Mcerged Fund Units for more than 12 months, the capital gain
applicable to the disposal will be subject to a CGT discount. For individuals and trusts, the CGT discount is 50%. and for
complying superannuation funds the CGT discount is 33.3%,

(iii) Capital Loss

A capital loss will arisc on disposal of the Merged Fund Units where the consideration reccived is less than the cost base of those
units. A capital loss ts not allowable as a deduction in the calculation of taxable income. A capital loss may be offsct by the
Unitholder against any other capital gain derived by that Unitholder during the year of disposal. Capital losses may be carried
forward for an infinite period of time and offsct against future capital gains,

(h) Other income taxation issues

(i) Interest Deduction for Unitholders

An income tax deduction may be available to Unitholders for interest incurred on funds which are borrowed to acquire Interests
in the Metropolitan Collection Fund or Merged Fund Units.

{ii} Depreciation Allowances

Accelerated depreciation for plant and equipment has been teplaced with a new capital allowances system, which only allows
assets to be depreciated over their effective ife.

The determination of the effective lifc and the depreciation rates applicable to the plant and equipment owned by the Merged
Fund is based on information provided by a quanlity surveyor.

(iii) Distributions to Unitholders on Winding tip of the Merged Fund

If and when the Merged Fund is wound up, any distributions then made by it that represent income of the Merged Fund would be
assessablc to the Unitholders in the same manner as income distributions during the Tife of the trust as set out above.

Distributions of capital in the course of winding up of the Merged Fund would result in a reduction of the cost base of Merged
Fund Units 1n the case of an interim distribution, and a disposal of the units in the case of the final distribution,

If the distributions exceeded the reduced cost basc of the units, the amount of the surplus would be a taxable gain and subject to
the normal CG'T treatment of a disposal of the unit. If the final distribution was less than the reduced cost base of the units, the
amount of the difference would be a capital loss,

We would again emphasise that the comments above are of a general nature and are based on current law. We strongly
advise that Mectropolitan Collection [nvestors seck professional advice on their particular taxation position.

BDO Kendalls

Brian Richards
Partner
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INDEFENDENT ACCOUNTANT'S REVIEW OF THE FORECAST DISTRIBUTION STATEMENT AND THE
PROFORMA CONSOLIDATED STATEMENT OF FINANCIAL POSITION

INTRODUCTION

In sccordance with your request, thia report has been prepared for metusion i fhe Notice of Meeting snd explassory
memorandum. This report has been prepared in sccordance with AUS B The duwdl of Prospective Financiod
fuformution and ASIC Policy Statemend [ 70 Prospective Finaneigl Information,

The nature of this repon is such thet it can be given only by an entity which holds & dealer®s licence. BDO Kendalls
Secursizes Lid holds the approprizte deoler's licemce umder the Corporationr Aot 2007

The expressions defined in the Defined Tenms. section of the explanatory memorandum have the same mesnmg n ihis
report.

BACKGROUND

Propery Funds Australin currently manages eight property munaged mvesiment schemes all of which ene listed on ihe
Bermdign Stock Exchange, Thass schemes are:

. The Merropolitan Callection Fund {compnsing Megropolitan Coflection Syndicste snd Metropolitan Collection
Trust];

- The Garden Square Fund (compnsing Garden Square Syndicate and Gaorden Square Trustl

L] The Capital Collestion Pund (compriging Capital Collection Syndicate anad Capitsl Collection Trust);

" Trlogy; end

L Fiverdale.

Ench of these schemes were cxtablished as & fined ferm wehicle 10 hold specific properties for minﬁn‘:p:r'iud:. The
Merger Propasal is that all of the eight Merging Tnasts be menged imo pne fumd o be known a5 PFA Diversified Propeny
Truist ke Merjped Fune)

SCOPE OF EXAMINATION

Yiou have requesied BOD) Kendalls Secunties Lid to prepare @ repart covering the followmg imformagion:

(a) Forecast Distribupion Stacement of the Mesropodian Collection Syndicare and the Merged Fund for the yesr
Erl.limg A0 hinie M04: arad

& The Proforma Statement of Financial Pestbon of the Metropobiten Collecton Symdicaie and  Proforma
Comsodidnied Statement of Financiel Position of the Merged Pund as at 3 June 2003, which sssumes completion
of the contemplabed transactions disclosed in section 4.2 of the explanatory memorandum,

The Dhreclors af the Respongible Entity, Properly Fumds Australia Limifed ane responmble for the preparatios and
presentstion of the [orecasts, mcluding the best-sstimate ssumpiions, which mclude the pro fema ansactions, on
which they sre based, The forecasis have been prepared for melusion in the explanatory memorendum. We disclamm any
assurnption of respongibility for any relignce an (hik report of on the forecasis to which i relabes for amy purphses other
thazm for which it wes prepaned.

EBeview af Directors ' Bevd-Exfimarte Assumpifon

Cur review of the best-eenmwie assumpnons wnderlying the Dmectors’ forecasts was conducted m scconisnee with the
Australisn Auditing and Assarence Standard 408 902 Review of Firarel Repant, Our procedures consisted primanly
af enquary and comparison end other such snalytical review proceduress we considered necessary. These proceduncs
icluded discussion with the Divegtors and management of the Responsible Entity, Propeny Funds Austrulia Limited and
huve bees ursdertaken (o form on opindon whether anything hes come 1o our stbention which ciuses us to befieve thit the

NOTICE OF MEETING & EXPLANATORY MEMORANDUM

87



88

|IBDO Kendalls

best-esttmate nssamptions &0 nol provide 8 reascmable basia for the preparstion of the forecasis smd whesher, m all
material respects, the forecasts are properly prepared on the bases of the besl-estimate assumplions and sre presented
fairly in scoordance with the recognition and messunement principles presenibed i\ Aecousting Standerds and other
mancatory prefessional reporting reguirerents in Australia, snd the sccowmting policess of the Metropalitan Cellection
Syndicate and the Merged Fund disclosed in Section B4 of the explanstory memorandum so a8 1o present o view of the
Metropolinn Callection Syndicate and the Merged Fund which s consistent with our understanding of the Metropaoliten
Callecton Syndicate's and the Merged Fund's past, curment and fisture operstions.

The fooecasty heve been prepared by the Directors o provide Tmvestors with a gudde 10 the Metropolitan Codlection
Syndicate's and the Merged Fund's potential finwre finemcial performancs baged upon the schievenen) of cenlan
econamic, operating, developmental and trading assamptions sbout future events and actions that have not yef occurmed
and may mot necessanly oocur. There 15 8 conmderable degree of mbjective judgement imwolved in the preparanon of
lorecasis. Aciunl results may vary matemally from those forecasis and the variation may be materially pasitive or
regative. Accardimgly, Investors should have regard fo the investmend risks in secton 10 of the explammiory
rermarandim

Ohir review of the forecast information that is based on besl-esismale assumrgtions, 8 subsiamhally les m scope than an
audit examination condsded in scoordimoe with Ausimlian Auwditmg end Assurance Sandarde. A review of this nature
provides less assurenee thun an aodit, 'We hove nod performed an sudat end we do st express on sudic opimion on the
forecusis included in the explanatory memorsndum,

COMNCLUSION

Review Siciement on the Forecasts

Based om mur reveew of the forocasts, whach is md gn sudit, end based om an nvestigsibon of the reasonsbioness of the
Direciors' begi-egfimate assumplions giving rise to the prospective finencs] information, nothing has come to our
mitention which causes =5 to believe that!

(np  the Directors’ best-cetimale assumplions @ oul in sscton 8.3 of the explinstory memorandum do ol povide
reasonnble grounds for the preparution of the larecass;

(b}  the forecests sne nod properly compilod on the beses of the Directors’ besi-estimmie astimplions wnd sre prescnbied
fasrly m eccordance with the recognition and measurement principles prescribed in Accoumting Standands snd
ciber mendantory professional repoming requimements in Australis, snd the accoumting polécies adopted by the
Metropolitnn  Collectin Syndicate and ihe Merged Fund desclised in sectbon 24 of ibe explanstory
o

{eh thut the forecust iselfl is unreasonable; snd

{dl  the serment of finencial position has ot been properly prepared on the basss of the pro forma rarsactions

The underlying asswrptions are subject to significant uncerizinties and comtmgencées often maimide the comirol of the
Manager of the Metropolitan Collection Syndicate or the Merged Fund. If events do nod occur o8 assumed, sctual results
and disinbulions achieved by the Mistropaliiin Collection Syndicate or ihe Merged Fund may vary significamily from the

forecusts, Accordingly, we do nol confirm ar guwmemtee {he achievemont of the forecasts, as future events, by their very
nature, are not capubie of independent substantiation.

SUBSEQUENT EVENTS

Apanr from the matters deadl walh m this report, and hoving regasd i the wtope all our repont, 1o ihe best of our hm:whnlgl
and beliel no mateninl trunsactions or evends outside of the ordinery bugsiness of the Metropoditan Collection Symilicate
and the Merged Fund have coms (o our etention hat would require comment on, or adjusment to, the efirmation
refermed to in ouwr report ar that would cause such milormumiion o be misleading or deceptive.

MSCLOSURE OF INTERESTS

The only pecuniary or other interes that BEO Kendalis Securivies Lid has in velation o this explanatory memarandum
arises from the night o receive & professional fee for ihe preparation of ihis report and ather relnied sdvice. This o
dizelosed im section 13,6 of the explanatory memerandum

B0 Kendalls Securines Ll was not iwnvolved in the prepamtion of any other pan of this explansery memorandum,
Accordingly, BOO Kendalls Securities Lid makes no represenistions or wartaniied 24 to the complebeness or stouracy of
ihe informaton contrined in mey other panl of the explanmiory memorsndum.

KIMY Kendal rities Limiied
/Z-I.A L

Faml G er
Proper Authoriiy Holder
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M 3 Additional Information

13.1 Merged Fund Constitution

The Constitution is the primary document which will govern the Merged Fund. The responsibilities of Property Funds Australia, together with all duties,
obligations and rights pertaining to the Merged Fund, are set out in the Constitution.

Property Funds Australia is the responsible entity and trustee of the Merged Fund. It is responsible for the management of the Properties and the funds of the
trust on behalf of the Unitholders.

You may obtain a copy of the Constitution free of charge from Property Funds Australia. The provisions of the Corporations Act as well as the Listing Rules of
Bendigo Stock Exchange and instruments and waivers issued under them affect the terms of the Constitution.

For the purposes of this section 13.1, the Merged Fund is referred to as ‘the trust’ and ‘unit’ refers to Merged Fund Units.

Amendment
The Constitution may be amended:

e by the Manager where the Manager reasonably beligves that the rights of Unitholders would not be adversely affected by the amendment; or
e unless otherwise stated, by special resolution of Unitholders.

Manager

The Manager is charged with responsibility for managing the scheme property. To do this, it is empowered under the Constitution to manage the Properties and
the scheme property as if it were the owner. The Constitution and the Corporations Act detail the Manager’s obligations and a summary of these appears in
section 11.

In administrating the trust, the Manager may deal with itself in any capacity, including holding Units, buying scheme property, underwriting issues and being
interested in other transactions.

The Manager is entitled to be indemnified out of scheme property for loss it suffers in properly administering the trust, in addition to its right to reimbursement
of expenses (discussed below).

Borrowings

The Manager may borrow, using scheme property, on such terms as it thinks fit, up to a maximum loan to valuation ratio of 75%.

All loans will be on a limited recourse basis and a financier will only have access to the assets of the trust. Any financier will not have access to assets of the
Unitholders.

Sale of Properties

As indicated above, the Manager is empowered to manage the scheme property as if it were its own. The Manager may therefore sell the Properties at any time.

Remuneration of the Manager

The Manager is entitled to receive fees as set out in section 13.5. The Manager is also entitled to be indemnified out of the scheme property for all costs,
charges and expenses properly incurred in conncetion with the establishment and administration of the trust.

Retirement of the Manager

The Manager will retire as responsible entity of the trust if Unitholders, by extraordinary resolution, resolve at a meeting to remove the Manager. Whilst the
listing rules of BSX so require (and this is currently the case), the manager will retire upon an ordinary resolution of Unitholders.

The quorum necessary to pass an extraordinary resolution or any resolution (regardless of type e.g. ordinary) to remove the Manager, is at least 4 persons
holding or representing in person, by proxy or attorney at least 51% of the Units by value. Such a quorum must also be present to pass any resolution to
amend this quorum provision.

Unitholders

Under the Constitution no Unitholder will be under any obligation to personally indemnify the Manager in respect of the liabilities or obligations in connection
with the trust to any extent beyond their initial subscriptions.

The Constitution provides that the Manager may refuse to register a transfer and when the trust is listed may only do so if required by law or the listing rules of
the exchange.

The Constitution also provides that the Manager may at its discretion limit the maximum relevant interest any person may hold in the trust at 15%. Where a
Person acquires a relevant interest in more than 15% of the units of the trust without the Manager’s prior approval, the Manager may (at its discretion) force that
person to sell part of their units.
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Voting

The Constitution provides that each Unitholder shall have one vote for each one dollar of the value of units held. Voting will generally be by a show of hands
unless a poll is demanded. Unitholders will receive notification of meetings. Only those Unitholders that are entered on the register shall be entitled to vote at any
meeting of Unitholders.

Options

The Manager is empowered to issue options to acquire units, on pricing terms set out in the Constitution.

Future Issues

The Manager may create and issue new units, including different classes of units, and issue units as partly paid. Under current exchange restrictions, the trust
cannot issue more than 15% of the value of units on issue over a rolling 12 month period without obtaining Unitholder consent by way of an ordinary resolution,
subject to certain exceptions.

The Manager must issue units at a price no less than the issue price determined in accordance with the Constitution, subject to the exceptions detailed below. The
issue price will be:

e while the units are not officially quoted, the unit value (as defined in the Constitution which defines it is as essentially NTA based) plus issue costs (e.g.
capital raising costs);

e while the units are officially quoted, the lower of:
e (nit value plus issue costs; or
e current market price.

There are provisions in the Constitution for determining current market price should the relevant recent trading history not provide a fair reflection of current
market value.

The Manager may also issue units through a rights issue or placement and by way of a reinvestment plan.
At the Manager's discretion, units may be issued:-
e atadiscount to issue price in the following circumstances:-

e rights issues — at a discount of up to 40%;

e reinvestment plans and placements — at a discount of up to 10%.

e atapremium to issue price by up to 50%.

Buybacks

The Constitution establishes a mechanism by which buybacks can be conducted via periodic buyback offers made from time to time. In the absence of a current
buyback offer, there is no right for a Unitholder to have their units bought back.

Buybacks from Unitholders will be made at the buyback price determined in accordance with the Constitution, and this will be:

e while the units are not officially quoted, the unit value (as defined in the Constitution which defines it as essentially NTA based) less buyback costs (e.g.
costs related to the buyback);

e while the units are officially quoted, the higher of the following (less buyback costs):
e unit value; or
e current market price of units; or
e |ast price at which units were issued under a 'recent’ public offer document.
The Manager may buyback at a price which is less than the buyback price (as referred to above) by up to 10% at its discretion.
The Manager may charge a buyback fee of up to 2% to Unitholders calculated upon and out of the buyback amount payable to the Unitholder.

In addition, the Manager may purchase Units on-market on behalf of the trust, following which they must be cancelled.

Distribution of Income
Under the Constitution the Manager is charged with the responsibility of collecting all income of the Properties and the trust and distributing it to Unitholders.

The Constitution provides that the Manager has complete discretion in determining whether an item for distribution will be income or capital. The Manager may
equalise or even out distributions between distribution periods.

Unitholders will be provided with a distribution statement each financial year.

PROPERTY FUNDS AUSTRALIA LIMITED



Duration and Termination of the Trust
The trust continues for a period of eighty years from 14 August 2001.

The Constitution provides that the trust may be terminated earlier by the Manager, or in accordance with the Corporations Act (eg if the Unitholders resolve by
an extraordinary resolution to wind up the trust or if the office of the Manager becomes vacant and a replacement responsible entity is not appointed at a
meeting of Unitholders).

Upon termination, the Manager is required to distribute all proceeds from realisation of scheme property as soon as possible to Unitholders in proportion to
their units.
Complaints

The Constitution establishes a procedure for the directors of the Manager to receive, consider, investigate and respond to complaints by Unitholders dissatisfied
with the management or administration of the trust. Complaints should be addressed to:-

The Dispute Resolution Officer
Property Funds Australia Limited
PO Box 10398

Brisbane Adelaide Street QLD 4000

The Manager is also a member of the Financial Industry Complaints Service, an external complaints resolution service which has been approved by ASIC.

GST

The Responsible Entity may recover from scheme property any GST it pays on any supply in connection with the administration of the trust, save for that which is
able to be passed on to Unitholders.

13.2 Compliance Plan

Property Funds Australia has established a compliance plan for the Merged Fund which is monitored by the Directors of Property Funds Australia and its
compliance committee. The compliance plan outlines the principles and procedures Property Funds Australia will invoke to ensure it complies with the provisions
of the Corporations Act, ASIC policy, Bendigo Stock Exchange listing rules and the Constitution. It focuses on the systems in place to assist in competent
management of the Merged Fund by the Manager. The compliance plan has been lodged with ASIC.

Issues covered by the compliance plan include procedures for complaints handling, applications, distributions, monitoring and resolution of suspected breaches
of the Corporations Act, accounts and record keeping, valuations, registry, audits, fees, related party transactions, conflicts of interest and disclosure and reporting
requirements.

13.3 Custody Agreement

Property Funds Australia and the Custodian have entered into custody agreements under which the Custodian acts as the custodian in respect of the assets of the
Merged Fund. The Custody Agreements already in place for the Merging Trusts (who continue to hold assets of their own) will continue in place.

The Custodian’s duties include:
e entering into contracts to purchase properties;
e holding the assets;
e maintaining bank accounts to hold application moneys, rents and other income and issuing cheques;
e entering into leases of the Properties.
The assets are held in the Custodian’s name.
The Custodian must not effect any transactions involving the assets of the Merged Fund unless it has received proper instructions from Property Funds Australia.
The Custodian must keep accurate and detailed accounts of all receipts, disbursements and transactions.
The Custodian may only withdraw money from the relevant bank accounts in accordance with the custody agreement.

The Custodian agrees to exercise all due care and diligence in carrying out its duties. The Custodian’s liability is limited in certain circumstances, including if it
acts in accordance with the proper instructions of the Manager, in good faith and without negligence.

The Custodian is entitled to be paid fees as mentioned in Section 11.2 and be reimbursed for expenses.
The custody agreement continues until terminated. Either party can terminate on 90 days’ notice or, immediately upon material default or insolvency events.

Property Funds Australia as trustee of the Merged Fund and the Merging Trusts will indemnify the Custodian in respect of costs and expenses incurred relating to
the assets of the Merged Fund and the assets of the Merging Trusts generally.
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Custodian and Directors of the Custodian

At the date of this explanatory memorandum and throughout the preceding two year period neither the Custodian nor any directors of the Custodian has or had
any interest in the promotion of or in the Metropolitan Collection Fund or the Merged Fund other than the remuneration to which it is entitled as Custodian.

13.4 Implementation Deed

Property Funds Australia executed a deed poll dated 2 June 2003 pursuant to which it has undertaken to execute all elements of the Merger Proposal.

Provided Unitholders in each of the Merging Trusts approve the Merger Proposal, Property Funds Australia is obliged by the terms of the deed poll to implement
the Merger Proposal in accordance with the terms approved.

13.5 Property Funds Australia Fees
Property Funds Australia is entitled to the following fees in respect of the Merged Fund:

e an annual management fee of 0.6% p.a. of scheme value (as defined in the Constitution) payable monthly in advance. Property Funds Australia has waived
10% of this annual management fee entitlement for the period of 12 months after the Effective Date. Property Funds Australia will review whether this waiver
will be extended after consideration of the operational efficiencies that are delivered as a result of the implementation of the Merger Proposal.

(Comment: Property Funds Australia’s annual management fee for the Merged Fund for the Forecast Period is 6.5% less than the equivalent management
fees for the Merging Trusts. According to recent analysis by independent researcher Property Investment Research, this consequent annual management fee
level is below the average fee level percentage charged by managers on an asset value fee basis for ASX listed property trusts (with assets below $1 billion)
and property syndicates).

e g once only fee of $600,000 for facilitating the Merger Proposal. This fee is only payable upon the approval of the Merger Proposal by all Merging Trusts.
From this amount, Property Funds Australia may make payments to executive directors in recognition of their role in the Merger Proposal.

e an acquisition fee equal to 2% of the gross purchase price of any property acquired.
(Comment: Under the Metropolitan Collection Fund’s constitutions, the equivalent percentage was 5%).

e adisposal fee equal to 2% of the gross sale price of any property sold.
(Comment: the same as the Metropolitan Collection Fund).

e 3 performance fee calculated as follows if the gross sale price of a property sold:
* is more than 50% of the original gross purchase price, then 2.5% of the gross sale price;
e is less than 50% but more than 30% of the original gross purchase price of the property sold then 1.5% of the gross sale price;

Original purchase price includes that originally paid by any sub-trusts.
(Comment: A different performance fee structure to the Metropolitan Collection Fund due to the change from the fixed term structure. This revised
performance fee structure essentially delivers a substantially similar commercial result).

Where the acquisition, disposal and performance fees involves the sale or purchase of units or interests in entities (e.g. sale of the Units in a sub-trust of the
Merged Fund) then the value of the underlying real estate is used for such purpose.

e a buyback fee for each buyback of Units equal to 2% of the buyback amount. This fee is paid out of the buyback amount paid to a Unitholder who accepts a
buyback offer (i.e. paid by the relevant Unitholder and not out of scheme property).
(Comment: No buyback could occur under the constitution of the Metropolitan Collection Fund).

e aremoval fee if the Manager is removed as responsible entity (other than for its gross negligence or a material fiduciary breach) of 2% of the scheme value
and payable as at the time of removal.
(Comment: Different timing of payment of fee but with the same percentage as the Metropolitan Collection Fund).

Other Services and Fees

We may carry out functions and roles that could be carried out by external parties (e.g. leasing, property management, development management, capital raising,
underwriting, accounting, registering, finance procuration, etc.). If this occurs, Property Funds Australia or any associate of it is entitled to charge fees in respect of
such services and work of this nature at the rate normally charged.

All capital raising fees in respect of future capital raisings will be disclosed in the relevant fund-raising document. These fees will include work relating to financial
analysis, due diligence, documentation services, capital raising as well as fees payable to financial intermediaries.

Cost Reimbursement

Property Funds Australia is entitled to be reimbursed for any costs or expenses incurred on behalf of the Merged Fund.
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13.6 Interests Of Experts

No expert or firm in which an expert is a partner, has any interest in the Merger Proposal and no amounts have been paid or agreed to be paid (whether in cash or
otherwise) to an expert or to such firm for services rendered in connection with the promotion of the Metropolitan Collection Fund or the Merged Fund other than
as set out below:

e McCullough Robertson undertook due diligence enquiries and provided advice in relation to the Merger Proposal for each of the Merging Trusts. An amount
of up to $350,000 (plus GST) has been paid or is agreed to be paid in respect of these services.

e BDO Kendalls Securities Limited has prepared the Investigating Accountants Report in section 12 for each of the Merging Trusts. An amount of $26,500
(plus GST) has been paid or is agreed to be paid in respect of these services.

e BDO Kendalls has provided taxation advice in respect of the Merger Proposal for each of the Merging Trusts and has prepared the report in section 12. The
amount of $8,000 (plus GST) has been paid or agreed to be paid in respect of these services.

e Ernst & Young Corporate Finance Pty Limited prepared the Independent Expert’s report in section 12 and the report for each of the other Merging Trusts. An
amount of $83,000 (plus GST) has been paid or is agreed to be paid in respect of these services.

e LandMark White prepared the property market commentary report in section 6. An amount of $2,500 (plus GST) has been paid or is agreed to be paid in
respect of these and services.

e ABN AMRO Morgans Limited have provided advice on capital related issues. An amount of $2,500 plus GST has been paid or is agreed to be paid in
respect of these services.

The experts named in this section do not make or purport to make, any statement in this explanatory memorandum other than in relation to their respective reports
(if any) included in this explanatory memorandum and are not responsible for any other statement. The experts have not authorised or caused the issue of this
explanatory memorandum.

13.7 Disclosure Of Interests

Directors of Property Funds Australia

Other than as set out below or elsewhere in the explanatory memorandum, no Director of Property Funds Australia has an interest in the promotion of the Merging
Trusts and no amounts, whether in cash or shares or otherwise, have been paid or agreed to be paid to any Director or proposed director either to induce to
become, or to qualify as, a Director, or otherwise for services rendered in connection with the promotion of these entities or the Merger Proposal.

Interest in Property Funds Australia and the Merging Trusts

Entities associated with Christopher Morton have an interest in entities which own shares in Property Funds Australia.

David Conquest owns 49,999 units in Riverdale and 9,999 units in Capital Collection Trust. David Conquest intends to vote in favour of all resolutions at the
relevant Meetings of Investors on the Meeting Date.

An entity associated with Christopher Morton owns 49,999 units in Metropolitan Collection Trust and 49,999 units in Garden Square Trust. Christopher Morton
intends to vote in favour of all resolutions at the relevant Megtings of Investors on the Meeting Date.

Trilogy owns one unit in each of Riverdale, Capital Collection Trust, Metropolitan Collection Trust and Garden Square Trust. These units were acquired for no
consideration. These units will not be voted at the Megtings of Investors of the Merging Trusts on the Merging Date.

Property Funds Australia and the Merging Trusts will not acquire Interests in any of the Merging Trusts between the date of this explanatory memorandum and the
Meetings of Investors on the Meeting Date. Property Funds Australia has the following Interests in the Merging Trusts, Garden Square Syndicate (140,000 Lots),

Metropolitan Collection Syndicate (60,000 Lots), Capital Collection Syndicate (770 Lots) and Capital Collection Trust (3,310 units). Each Interest was acquired at
$1.00. No Interests were acquired in the 4 months preceding the date of this explanatory memorandum. For statutory reasons Property Funds Australia does not
intend to vote its Interests at the Meetings of Investors in the relevant Merging Trusts on the Meeting Date.

No other Interests are held by Property Funds Australia its Directors or entities associated with them in the Merging Trusts.

13.8 Consents

Each of the Directors of Property Funds Australia Limited has consented to the lodgement of this explanatory memorandum with ASIC.

ABN AMRO Morgans Limited has given, and at the time of lodgement of the explanatory memorandum has not withdrawn, its consent to the issue of the
explanatory memorandum and being named within it. It is not the issuer of this explanatory memorandum and has not prepared any of it. It makes no
representation as to the accuracy of any statement or omission from the explanatory memorandum.

APN Funds Management has given, and at the time of lodgement of the explanatory memorandum has not withdrawn, its consent to the issue of the explanatory
memorandum and being named within it. It is not the issuer of this explanatory memorandum and has not prepared any of it.

BDO Kendalls has given, and at the time of lodgement of the explanatory memorandum has not withdrawn, its consent to the issue of the explanatory
memorandum with the inclusion of its Taxation Report in section 12.
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BDO Kendalls Securities Pty Ltd has given, and at the time of lodgement of the explanatory memorandum has not withdrawn, its consent to the issug of the
explanatory memorandum with the inclusion of its Investigating Accountants Report in section 12.

Ernst & Young Corporate Finance Pty Limited has given, and at the time of lodgement of the explanatory memorandum has not withdrawn, its consent to the
issue of the explanatory memorandum with the inclusion of its Independent Expert’s Report in section 12.

LandMark White Pty Ltd has given, and at the time of lodgement of the explanatory memorandum has not withdrawn, its consent to the issue of the explanatory
memorandum with the inclusion of its Property Market Commentary in section 6.

McCullough Robertson has given its consent to being named as legal advisor to Property Funds Australia, and at the time of lodgement of the explanatory
memorandum has not withdrawn, its consent to the issue of the explanatory memorandum.

Trust Company of Australia Limited has given its written consent to being named as Custodian.

Trust Company of Australia Limited is not the issuer of this explanatory memorandum and has not prepared this explanatory memorandum. Trust Company of
Australia Limited makes no representation and takes no responsibility for the accuracy or truth of any statement or omission from any part of this explanatory
memorandum.

Each of the persons or corporations named in this section 13.8 have given their consent and have not withdrawn their consent before lodgement of this
explanatory memorandum with ASIC.

13.9 Continuous Disclosure

Each of the Merging Trusts are ‘disclosing entities’ for the purposes of the Corporations Act. They are subject to regular reporting and disclosure obligations under
the Corporations Act and the Bendigo Stock Exchange Listing Rules. These obligations require Property Funds Australia to notify ASIC and the Bendigo Stock
Exchange of information about specified events and matters as they arise for the purposes of the Bendigo Stock Exchange making that information publicly
available. Copies of documents lodged in relation to each of these entities may be obtained from the Bendigo Stock Exchange and ASIC.

Property Funds Australia will make copies of all documents lodged with the Bendigo Stock Exchange available for inspection (free of charge) during normal
business hours at our registered office:

Level 3

200 Adelaide Street

(Anzac Commercial Offices)
Brisbane QLD 4000

13.10 Documents Available for Inspection

Copies of the following documents are available for inspection during normal office hours at our office.

e the documents summarised in this section 13.

e the consents to the issue of this explanatory memorandum.

13.11 Litigation

There is no litigation of a material nature pending or threatened that may significantly affect any of the Merging Trusts.
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Mﬂ 4 Statement by Directors

The Directors of Property Funds Australia report that after due enquiry by them that they have not become aware of any circumstances which in their opinion will
materially affect the Metropolitan Collection Fund or the Merged Fund other than as disclosed in this explanatory memorandum.

To the best of the Directors’ knowledge and belief, the information contained in this explanatory memorandum is correct and there are no material omissions
likely to affect the accuracy of the information.

Signed by each Director of Property Funds Australia.
2 June 2003

Aot

Christopher A Morton
/%J

Elizabeth A Pidgeon

(22

David J Conquest

Matthew B Madsen
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15.1 NOTICE OF MEETING

Notice is given that a meeting of the owners in the Metropolitan Collection - Brishane Syndicate
ARSN 093 295 544 will be held at:

TIME: 11.00 am
DATE: 27 June 2003
VENUE: Level 5, Hilton Hotel, 190 Elizabeth Street, Brishane

This notice is issued by Property Funds Australia Limited ACN 078 199 569 as responsible entity for the
Metropolitan Collection Syndicate.

In accordance with Section 2525(1) of the Corporations Act 2001(Cth), Property Funds Australia Limited appoints
Christopher Arthur Morton to act as Chairman of the meeting.

Business

The business of the meeting will consist of the following:

Resolution 1 — Approval of the Merger Proposal

To consider and, if thought fit, pass a special resolution in the following terms:

‘That, subject to the approval of Resolution 2 set out in the Notice of Megting dated 2 June 2003, for all purposes the Merger
Proposal as summarised in section 4 of the explanatory memorandum (in which this Notice of Meeting is contained) is
approved with such changes and additions (if any) as maybe required by the Australian Securities and Investments
Commision or the Bendigo Stock Exchange and Property Funds Australia Limited as the responsible entity is authorised to
lake the steps to implement the Merger Proposal as approved.’

Resolution 2 - Amend the Constitution to implement the Merger Proposal
To consider and, if thought fit, pass a special resolution in the following terms:

‘That, subject to the approval of Resolution 7 set out in the Notice of Meeting dated 2 June 2003 the constitution of the
Metropolitan Collection - Brisbane Syndicate ARSN 093 295 544 is amended as described in the explanation to this notice
and in the explanatory memorandum (in which this Notice of Meeting is contained), with such changes and additions (if any)
as may be required by the Australian Securities and Investments Commission or the Bendigo Stock Exchange, and Property
Funds Australia Limited as the responsible entity is authorised to lodge with the Australian Securities and Investments
Commission a supplemental deed poll to give effect to these amendments to the constitution.’
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General

The explanatory memorandum (in which this Notice of Megting is contained) sets out the reasons why the
resolutions are being proposed and also explains their effect. Except as otherwise stated this material has been
prepared by or on behalf of Property Funds Australia Limited ACN 078 199 569.

Signed for and on behalf of the responsible entity
Property Funds Australia Limited ACN 078 199 569

S

Christopher Arthur Morton
Company Secretary

DATED 2 June 2003
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Notes
Eligibility to vote

Owners registered as at 11:00am Brisbane time on 25 June 2003 are entitled to attend and vote at the mesting.

Majority required

Both Resolution 1 and Resolution 2 are special resolutions. The vote on each of the resolutions is to be decided
by way of a poll, and each resolution can only be passed if at least 75% of votes cast by Metropolitan Collection
Owners entitled to vote at the meeting and present in person or by proxy are in favour. On a poll Metropolitan
Collection Owners present in person or by proxy may vote on the resolutions.

Quorum

In accordance with rule 28.3 of the Metropolitan Collection Syndicate constitution and the Corporations Act, the
quorum necessary to pass the special resolutions at the meeting is at least four persons holding or representing
by person or attorney at least 20% of the Lots by both number and value.

Voting in person

You are encouraged to attend and vote at the meeting. We ask that you register your attendance at least 15 minutes
prior to the scheduled start of the meeting.

Voting by proxy

A Metropolitan Collection Owner who is entitled to attend and cast a vote may appoint one or two persons as their
proxy to attend and vote on their behalf at the meeting. A proxy does not need to be a Metropolitan Collection
Owner, and you may appoint the Chairman of the meeting as your proxy. A proxy form is included and sets out
instructions on the manner in which it is to be completed.

The proxy form must be received by Property Funds Australia Limited as responsible entity by no later than
11.00am Brisbane time on 25 June 2003.

Voting by body corporate

A corporate Metropolitan Collection Owner may elect to appoint a representative in accordance with the
Corporations Act 2001 in which case the responsible entity will require written proof of the representative’s
appointment which must be lodged with or presented to the responsible entity before the meeting.

Explanation of the Resolutions

Meetings of the Investors in each Merging Trust are being held at consecutive intervals on 27 June 2003 to
consider resolutions in respect of the Merger Proposal.

Two resolutions are to be considered at the meeting of Metropolitan Collection Owners. For the Merger Proposal
to be implemented, it is necessary that both resolutions be passed by Metropolitan Collection Owners, and that all
resolutions to be considered at the meetings of all of the other Merging Trusts are also passed.

The Merger Proposal is summarised in section 4. You are urged to read section 4 and the balance of this
explanatory memorandum in full to ensure that you fully understand the Merger Proposal and its affect on you.
Resolution 1 — Approval of Merger Proposal

This proposed resolution is a general authorisation to Property Funds Australia to carry out the Merger Proposal
and to do all things that are necessary to implement the Merger. It also comprises an approval, for the purposes of
BSX listing rule 5.2 of the issue of 9,030,000 units by Metropolitan Collection Trust to Metropolitan Collection
Owners, as part of the Merger Proposal.
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The units will be issued on the Effective Date as part of the Merger Proposal. The units will be issued to each
Metropolitan Collection Syndicate Owner whose Lots have been cancelled under the Merger Proposal, as
consideration for the cancellation of those Lots.

These units will be cancelled immediately following their issue, under the second stage of the Merger Proposal as
it applies to Metropolitan Collection Investors.

The Merger Proposal comprises, in summary, the following transactions for Metropolitan Collection Investors:

e Al lots (formerly referred to as interests) on issue in the Metropolitan Collection Syndicate (save for those
currently held by the Metropolitan Collection Trust), will be cancelled by Property Funds Australia on the Effective
Date;

e Metropolitan Collection Owners will be issued 1 unit in the Metropolitan Collection Trust in exchange for
each cancelled lot in the Metropolitan Collection Syndicate and Property Funds Australia is authorised to
apply for those units on behalf of each Metropolitan Collection Owner;

e Property Funds Australia will apply for the quotation on Bendigo Stock Exchange of all units issued to
Metropolitan Collection Owners in the Metropolitan Collection Trust not later than 7 days after the issue of this
explanatory memorandum;

e Metropolitan Collection Trust will then hold 100% of the lots in Metropolitan Collection Syndicate;

e | ater, but as part of the arrangement, further lots in the Metropolitan Collection Syndicate will be issued to
the Metropolitan Collection Trust;

e All units in the Metropolitan Collection Trust (save for those then held by the Merged Fund) will be cancelled
by Property Funds Australia on the Effective Date;

e Metropolitan Collection Trust Unitholders (which will then include former Metropolitan Collection Owners)
will be issued 0.9918 units in the Merged Fund in exchange for each cancelled unit in the Metropolitan
Collection Trust and Property Funds Australia is authorised to apply for those units on behalf of each
Metropolitan Collection Unitholder (including the former Metropolitan Collection Owners);

e Property Funds Australia will apply for the quotation on the Bendigo Stock Exchange of all units then issued to
Metropolitan Collection Trust Unitholders in the Merged Fund not later than 7 days after the issue of this
explanatory memorandum;

e The Merged Fund (formerly Trilogy) will then hold the only remaining units on issue in the Metropolitan Collection
Trust. The Metropolitan Collection Trust will then hold the only remaining lots in the Metropolitan Collection
Syndicate;

e |ater, but as part of the arrangement, further units in Metropolitan Collection Trust will be issued to the Merged
Fund.

The Merger Proposal will be implemented by Property Funds Australia upon the authority of Metropolitan
Collection Investors given at the Megtings of Metropolitan Collection Investors. No further action will be required
from Metropolitan Collection Investors to effect the lot and unit exchanges anticipated by the Merger Proposal.

Property Funds Australia will receive a fee calculated on arms length terms upon successful implementation of
the Merger Proposal. This is detailed in section 13.5.
Resolution 2 - Amendment of Constitution

Implementation of the Merger Proposal will require amendments to the Metropolitan Collection Syndicate
constitution to give Property Funds Australia power to implement the Merger Proposal, and to indemnify Property
Funds Australia with respect to the implementation.

PROPERTY FUNDS AUSTRALIA LIMITED



seotiorT‘ 5

Insertion of new clause

If Resolution 2 is passed the Metropolitan Collection Syndicate constitution will be amended by inserting a new
clause 41 as follows:

‘4
411

4.2

4.3

41.4

41.5

416

a7

PROPOSAL

In this clause 41 ‘Proposal’ means the merger proposal described in the explanatory memorandum sent to
Owners by Property Funds Australia on or around 2 June 2003 and ‘merging trusts’ has the meaning
ascribed to it in that document.

The following provisions of this clause 41 have effect only if the Proposal is approved by the Metropolitan
Collection Owners and by all other merging trusts by special resolution.

Having regard to the functions of the Manager and without limiting anything else in this clause 41, the
Manager has power to do all things which it considers necessary, desirable or reasonably incidental to
effect the Proposal, including the power to cancel some or all of the Lots on issue and arrange for the
consideration to Owners for that cancellation to be provided by a third party and those powers apply
notwithstanding, and are not limited by, any provision of this Deed. Subject to the Corporations Act, the
Manager will not have any liability to the Owners of any nature whatsoever beyond the Fund and the Real
Estate of the Syndicate arising, directly or indirectly, from the Manager doing or refraining from doing any
act (including the execution of a document) pursuant to or in connection with the implementation of the
Proposal.

The Manager is irrevocably appointed the agent and attorney of each Owner to do or cause to be done
(including without limitation the appointment of any sub-agent or sub attorney) all things which are, or
which the Manager considers are necessary or desirable to be done to give effect to the Proposal and all
things which are reasonably incidental thereto, including, without limitation, the execution of all
documents necessary to effect the Proposal. The Manager is authorised to execute these documents and
do these things without needing further authority or approval from any Owner.

Subject to the Corporations Act, the Manager or an officer or employee or associate of the Manager may
do the things described in this clause even if it has an interest in the outcome.

Notwithstanding any other provisions of this Deed, the Manager is entitled to be indemnified, and pay or
recoup, from the Real Estate and the Fund all costs and expenses reasonably and properly incurred in
exercising its power and complying with its obligations under this clause 41 and is entitled to the
remuneration disclosed in the Proposal.

This clause has effect notwithstanding any other provision of this Deed and any provision of this Deed
which is inconsistent with this clause 41 does not operate to the extent of any inconsistency.’

Alteration of Existing Clauses

If Resolution 2 is passed the Metropolitan Collection Syndicate constitution will be amended by inserting new
clause 11.4 as follows:

11.4 (a) Notwithstanding anything else contained in this Deed, and subject to the Law, the Manager during the

term of this Syndicate may create or issue further interests or Lots at its discretion.

11.4 (b) The further interests or Lots created and issued under this clause may be of the same class or of a

different class to those already on issue.’

These changes will take effect upon the supplemental deed to effect the changes being lodged by the Manager
with ASIC under Section 601GC of the Corporations Act.
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15.2 NOTICE OF MEETING

Notice is given that a meeting of the unitholders in the Metropolitan Collection - Brishane Trust
ARSN 093 313 690 will be held at:

TIME: 10:30am
DATE: 27 June 2003
VENUE: Level 5, Hilton Hotel, 190 Elizabeth Street, Brishane

This notice is issued by Property Funds Australia Limited ACN 078 199 569 as responsible entity for the
Metropolitan Collection Property Trust.

In accordance with Section 252S(1) of the Corporations Act 2001(Cth), Property Funds Australia Limited appoints
Christopher Arthur Morton to act as Chairman of the meeting.

Business

The business of the meeting will consist of the following:

Resolution 1 — Approval of the Merger Proposal
To consider and, if thought fit, pass a special resolution in the following terms:

‘That, subject to the approval of Resolution 2 set out in the Notice of Megting dated 2 June 2003, for all purposes the Merger
Proposal as summarised in Section 4 of the explanatory memorandum (in which this Notice of Meeting is contained) is
approved with such changes and additions (if any) as maybe required by the Australian Securities and Investments
Commission or the Bendigo Stock Exchange and Property Funds Australia Limited as the responsible entity is authorised fo
take the steps to implement the Merger Proposal as approved.’

Resolution 2 - Amend the Constitution to implement the Merger Proposal
To consider and, if thought fit, pass a special resolution in the following terms:

‘That, subject to the approval of Resolution 1 set out in the Notice of Meeting dated 2 June 2003 the constitution of the
Metropolitan Collection - Brisbane Trust ARSN 093 313 690 is amended as described in the explanation to this notice and in
the explanatory memorandum (in which this Notice of Meeting is contained), with such changes and additions (if any) as may
be required by the Australian Securities and Investments Commission or the Bendigo Stock Exchange, and Property Funds
Australia Limited as the responsible entity is authorised to lodge with the Australian Securities and Investments Commission a
supplemental deed poll to give effect to these amendments to the constitution.’
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General

The explanatory memorandum (in which this Notice of Meeting is contained) sets out the reasons why the
resolutions are being proposed and also explains their effect. Except as otherwise stated this material has been
prepared by or on behalf of Property Funds Australia Limited ACN 078 199 569.

Signed for and on behalf of the responsible entity
Property Funds Australia Limited ACN 078 199 569

S

Christopher Arthur Morton
Company Secretary

DATED 2 June 2003
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Notes
Eligibility to vote

Unitholders registered as at 10.30am Brisbane time on 25 June 2003 are entitled to attend and vote at the megting.

Majority required

Both Resolution 1 and Resolution 2 are special resolutions. The vote on each of the resolutions is to be decided
by way of a poll, and each resolution can only be passed if at least 75% of votes cast by Metropolitan Collection
Trust Unitholders entitled to vote at the meeting and present in person or by proxy are in favour. On a poll
Metropolitan Collection Trust Unitholders present in person or by proxy may vote on the resolutions.

Quorum

In accordance with rule 28.3 of the Metropolitan Collection Trust constitution and the Corporations Act, the
quorum necessary to pass the special resolutions at the meeting is at least four persons holding or representing
by proxy or attorney at least 20% of units by number and value.

Voting in person

You are encouraged to attend and vote at the megting. We ask that you register your attendance at least 15
minutes prior to the scheduled start of the mesting.

Voting by proxy

A Metropolitan Collection Trust Unitholder who is entitled to attend and cast a vote may appoint one or two
persons as their proxy to attend and vote on their behalf at the meeting. A proxy does not need to be a
Metropolitan Collection Trust Unitholder, and you may appoint the Chairman of the meeting as your proxy. A
proxy form is included and sets out instructions on the manner in which it is to be completed.

The proxy form must be received by Property Funds Australia Limited as responsible entity by no later than
10.30am Brisbane time on 25 June 2003.

Voting by body corporate

A corporate Metropolitan Collection Trust Unitholder may elect to appoint a representative in accordance with the
Corporations Act 2001 in which case the responsible entity will require written proof of the representative’s
appointment which must be lodged with or presented to the responsible entity before the meeting.

Explanation of the Resolutions

Meetings of the Investors in each Merging Trust are being held at consecutive intervals on 27 June 2003 to
consider resolutions in respect of the Merger Proposal.

Two resolutions are to be considered at the mesting of Metropolitan Collection Trust Unitholders. For the
Merger Proposal to be implemented, it is necessary that both resolutions be passed by Metropolitan Collection
Trust Unitholders, and that all resolutions to be considered at the megtings of all of the other Merging Trusts
are also passed.

The Merger Proposal is summarised in section 4. You are urged to read section 4 and the balance of this
explanatory memorandum in full to ensure that you fully understand the Merger Proposal and its affect on you.
Resolution 1 - Approval of Merger Proposal

This proposed resolution is a general authorisation to Property Funds Australia to carry out the Merger Proposal
and to do all things that are necessary to implement the Merger. It also comprises an approval for the purposes of
BSX listing rule 5.2 of the issue of 9,030,000 units by Metropolitan Collection Trust to Metrolpolitan Collection
Owners, as part of the Merger Proposal.
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The units will be issued on the Effective Date as part of the Merger Proposal. The units will be issued to each
Metropolitan Collection Syndicate Owner whose Lots have been cancelled under the Merger Proposal, as
consideration for the cancellation of those Lots.

These units will be cancelled immediately following their issue, under the second stage of the Merger Proposal
as it applies to Metropolitan Collection Investors.

The Merger Proposal comprises, in summary, the following transactions for Metropolitan Collection Investors:

e All'lots (formerly referred to as interests) on issue in the Metropolitan Collection Syndicate (save for those
currently held by the Metropolitan Collection Trust), will be cancelled by Property Funds Australia on the
Effective Date;

e Metropolitan Collection Owners will be issued 1 unit in the Metropolitan Collection Trust in exchange for
gach cancelled lot in the Metropolitan Collection Syndicate and Property Funds Australia is authorised to
apply for those units on behalf of each Metropolitan Collection Owner;

e Property Funds Australia will apply for the quotation on Bendigo Stock Exchange of all units issued to
Metropolitan Collection Owners in the Metropolitan Collection Trust not later than 7 days after the issue of this
explanatory memorandum;

e Metropolitan Collection Trust will then hold 100% of the lots in the Metropolitan Collection Syndicate;

e | ater, but as part of the arrangement, further lots in the Metropolitan Collection Syndicate will be issued to
the Metropolitan Collection Trust;

e All units in the Metropolitan Collection Trust (save for those then held by the Merged Fund) will be cancelled
by Property Funds Australia on the Effective Date;

e Metropolitan Collection Trust Unitholders (which will then include former Metropolitan Collection Owners)
will be issued 0.9918 units in the Merged Fund in exchange for each cancelled unit in the Metropolitan
Collection Trust and Property Funds Australia is authorised to apply for those units on behalf of each
Metropolitan Collection Unitholder (including the former Metropolitan Collection Owners);

o Property Funds Australia will apply for the quotation on the Bendigo Stock Exchange of all units then issued to
Metropolitan Collection Trust Unitholders in the Merged Fund not later than 7 days after the issue of this
explanatory memorandum;

e The Merged Fund (formerly Trilogy) will then hold the only remaining units on issue in the Metropolitan
Collection Trust. The Metropolitan Collection Trust will then hold the only remaining lots in the Metropolitan
Collection Syndicate;

e |ater, but as part of the arrangement, further units in the Metropolitan Collection Trust will be issued to the
Merged Fund.

The Merger Proposal will be implemented by Property Funds Australia upon the authority of Metropolitan
Collection Investors given at the Meetings of Metropolitan Collection Investors. No further action will be required
from Metropolitan Collection Investors to effect the lot and unit exchanges anticipated by the Merger Proposal.

Property Funds Australia will receive a fee calculated on arms length terms upon successful implementation of the
Merger Proposal. This is detailed in section 13.5.
Resolution 2 - Amendment of Constitution

Implementation of the Merger Proposal will require amendments to the Metropolitan Collection Trust constitution
to give Property Funds Australia power to implement the Merger Proposal, and to indemnify Property Funds
Australia with respect to the implementation.
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Insertion of new clause

If Resolution 2 is passed the Metropolitan Collection Syndicate constitution will be amended by inserting a new
clause 41 as follows:

‘41
41

4.2

4.3

4.4

4.5

416

4.7

PROPOSAL

In this clause 41 ‘Proposal’ means the merger proposal described in the explanatory memorandum sent
to Unitholders by Property Funds Australia on or around 2 June 2003 and ‘merging trusts’ has the
meaning ascribed to it in that document.

The following provisions of this clause 41 have effect only if the Proposal is approved by the
Metropolitan Collection Trust Unitholders and by all other merging trusts by special resolution.

Having regard to the functions of the Manager and without limiting anything else in this clause 41, the
Manager has power to do all things which it considers necessary, desirable or reasonably incidental to effect
the Proposal, including the power to cancel some or all of the units on issue and arrange for the consideration
to Unitholders for that cancellation to be provided by a third party and those powers apply notwithstanding,
and are not limited by, any provision of this Deed. Subject to the Corporations Act, the Manager will not have
any liability to the Unitholders of any nature whatsoever beyond the Fund and the Real Estate of the Trust
arising, directly or indirectly, from the Manager doing or refraining from doing any act (including the
execution of a document) pursuant to or in connection with the implementation of the Proposal.

The Manager is irrevocably appointed the agent and attorney of each Unitholder to do or cause to be
done (including without limitation the appointment of any sub-agent or sub attorney) all things which are,
or which the Manager considers are necessary or desirable to be done to give effect to the Proposal and
all things which are reasonably incidental thereto, including, without limitation, the execution of all
documents necessary to effect the Proposal. The Manager is authorised to execute these documents and
do these things without needing further authority or approval from any Unitholder.

Subject to the Corporations Act, the Manager or an officer or employee or associate of the Manager may
do the things described in this clause even if it has an interest in the outcome.

Notwithstanding any other provisions of this Deed, the Manager is entitled to be indemnified, and pay or
recoup, from the Real Estate and the Fund all costs and expenses reasonably and properly incurred in
exercising its power and complying with its obligations under this clause 41 and is entitled to the
remuneration disclosed in the Proposal.

This clause has effect notwithstanding any other provision of this Deed and any provision of this Deed
which is inconsistent with this clause 41 does not operate to the extent of any inconsistency.

Alteration of Existing Clauses

If Resolution 2 is passed the Metropolitan Collection Trust constitution will be amended by deleting clause 11.4
and inserting the following clause in place of clause 11.4:

11.4 (a) Notwithstanding anything else contained in this Deed, and subject to the Law, the Manager during the

term of this Trust may create or issue further interests or Lots at its discretion.

11.4 (b) The further interests or Units created and issued under this clause may be of the same class or of a

different class to those already on issue.’

These changes will take effect upon the supplemental deed to effect the changes being lodged by the Manager
with ASIC under Section 601GC of the Corporations Act.
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