MAGELLAN

FINANCIAL GROUP LIMITED

ACN 108 437 592

NOTICE OF EXTRAORDINARY GENERAL MEETING
&

EXPLANATORY MEMORANDUM

Approvals required in order for the proposed acquisition of 100% of the securities in
New Privateer Holdings Limited, and the subsequent internalisation of the Management Services
Agreement between Magellan Financial Group Limited and NPH Funds Pty Limited, to proceed.

Date of meeting: 29 January 2008
Time: 4.00 pm

Place: Magellan Investor Presentation Room, Level 7, 1 Castlereagh Street
Sydney, New South Wales

The Independent Directors of Magellan Financial Group Limited recommend
that shareholders vote in favour of all the resolutions at the Extraordinary
General Meeting.

This document is important and requires your immediate attention. It should be read in its
entirety. If you are in doubt as to what you should do, please consult your investment, financial
or other professional adviser.



Important information

This document is a Notice of Extraordinary General
Meeting and contains the resolutions that will be
voted upon at the Extraordinary General Meeting on
29 January 2008. The resolutions relate to
shareholder approvals that are being sought in
relation to the proposal referred to on the cover of
this document, and which are described in more
detail in this document.

You should read this Notice of Meeting carefully,
including the Explanatory Memorandum and
Independent Expert’s Report which form part of it,
before you decide whether and how to vote on the
resolutions. If you are in doubt as to what you
should do, please consult your investment, financial
or other professional adviser.

If you are unable to vote in person at the
Extraordinary General Meeting, please complete the
enclosed proxy form and return it by 4.00pm on 27
January 2008 in accordance with the instructions.

The information outlined in this Notice of Meeting is
not financial product advice and does not take into
account your investment objectives, financial
situation or particular needs.

Defined Terms

Certain terms used in this Notice of Meeting are
defined in the Glossary found on page 44.

Independent Expert’'s Report

Grant Thornton Corporate Finance Pty Limited has
prepared the Independent Expert’s Report set out in
Annexure A, and takes responsibility for that report.
None of MFG, its officers, its employees or its
advisers assume any responsibility for the accuracy
and completeness of the information contained in the
Independent Expert’s Report except to the extent of
information given to Grant Thornton Corporate
Finance Pty Limited by any of those persons.

Forward Looking Statements

Some of the statements appearing in this Notice of
Meeting may be in the nature of forward looking
statements. You should be aware that such
statements are only predictions and are subject to
inherent risks and uncertainties. Those risks and
uncertainties include factors and risks specific to

the industries in which MFG and NPH operate as well
as general economic conditions, prevailing exchange
rates and interest rates and conditions in the financial
markets. Actual events or results may differ
materially from the events or results expressed or
implied in any forward looking statement. None of
MFG, its officers, its employees, its advisers or any
person named in this booklet with their consent or
any person involved in the preparation of this Notice
of Meeting makes any representation or warranty
(express or implied) as to the accuracy or likelihood
of fulfilment of any forward looking statement, or any
events or results expressed or implied in any forward
looking statement, except to the extent required by
law. You are cautioned not to place undue reliance
on any such statement. The forward looking
statements in this Notice of Meeting reflect views
held only as at the day before this Notice of Meeting.

This Notice of Meeting is dated 28 December 2007.

Details of Extraordinary General
Meeting

Time: 4.00 pm
Date: 29 January 2008
Location: Magellan Investor Presentation

Room, Level 7, 1 Castlereagh
Street, Sydney

Key Dates

4.00 pm on 27 Last time and date for receipt

January 2008 of proxy forms

4.00 pm on 27 Time and date for establishing

January 2008 entitlement to vote at
Extraordinary General Meeting

4.00pm on 29 Extraordinary General Meeting

January 2008

Contact Information

If you have any questions in relation to the
Extraordinary General Meeting, please call David
Simpson or Leo Quintana at MFG on +61 2 8114
1888.
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LETTER TO MAGELLAN FINANCIAL GROUP SHAREHOLDERS

28 December 2007
Dear Shareholder,

Enclosed with this letter is a Notice and Explanatory Memorandum for an Extraordinary General
Meeting of Magellan Financial Group Limited (MFG) to be held on 29 January 2008 at Magellan’s
Investor Presentation Room, Level 7, 1 Castlereagh Street, Sydney, commencing at 4.00 pm.

The purpose of the meeting is to consider and, if thought fit, approve a number of resolutions
which must be passed in order for the proposed acquisition by MFG of New Privateer Holdings
Limited (WPH), an ASX-listed company, and the internalisation of the existing Management
Services Agreement between MFG and NPH Funds Pty Limited (NPH Funds) (together, the
Proposal), to proceed.

Background
The background to the Proposal is as follows:

. Under the terms of the existing Management Services Agreement between MFG and NPH
Funds dated 21 November 2006 (MSA), MFG is required to pay NPH Funds a quarterly
base fee of 0.3125% of the market capitalisation of MFG, and annual performance fees
calculated by reference to total shareholder return to MFG shareholders over the relevant
period. Essentially total shareholder return is the increase in market capitalisation of MFG
over the relevant period plus dividends and other entitlements over the period less any
new capital raised during the period.

. Depending on the MFG share price at the time the annual performance fee is calculated,
significant performance fees may become payable to NPH Funds over the life of the MSA.
MFG cannot terminate the MSA until 21 November 2016 (except for cause) and, upon such
termination after 21 November 2016, MFG is required to pay NPH Funds a cash amount
equal to 12 times the most recent annual base fee and annual performance fee.

. NPH Funds is a company 60% owned by NPH and 40% owned by a company controlled by
Hamish Douglass, the Chairman of MFG.

. NPH shareholders include:
. Chris Mackay, the Deputy Chairman of MFG, who has, through his investment

company, an approximate 36% shareholding in NPH (equivalent to approximately
55% on a fully diluted basis); and

. Hamish Douglass, who has, through his investment company, an approximate 2%
shareholding (on a fully diluted basis) in NPH.
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. On a fully diluted basis, Chris Mackay and Hamish Douglass would therefore together have
an approximate 74.2% indirect economic interest in NPH Funds.

. In August this year, Hamish Douglass and Chris Mackay advised the Boards of MFG and
NPH that they did not wish to participate in any performance fees under the MSA, and that
ultimately MFG would seek to simplify the arrangements between MFG, NPH Funds, NPH
and Hamish Douglass and Chris Mackay. Work was then commenced on developing a
proposal which would allow them to forego that participation, while at the same time
recognising the legitimate interest of other shareholders in NPH (approximately 25.8%
indirect economic interest on a fully diluted basis) in maintaining their economic interest in
the MSA.

. The outcome of this work was the announcement by MFG on 5 October 2007 of a proposal
to make takeover offers for all of the securities in NPH and, if those offers are successful,
MFG would then acquire the 40% of NPH Funds held by Hamish Douglass' investment
company. NPH and NPH Funds would then be wholly owned subsidiaries of MFG, and the
MSA would be fully internalised. These offers were formally made on 5 December 2007.
The proposal was subsequently revised following discussions between MFG and NPH,
which resulted in the previous offers for NPH securities being withdrawn (with ASIC's
consent) and replaced with a revised proposal that was announced jointly by MFG and NPH
on 10 December 2007.

Key Elements of the Proposal
The key elements of the Proposal are:

. The consideration being offered by MFG under the takeover offer for NPH Shares (which
were despatched to NPH shareholders on 24 December 2007), per NPH Share, is 1.95 MFG
Ordinary Shares plus 0.33 MFG 2016 Options

. The consideration being offered by MFG under the takeover offer for NPH Second Options
(also despatched on 24 December 2007), per NPH Second Option, is 3 MFG 2011 Options.

Internalisation Proposal

If the Takeover Offers are successful so that MFG owns 100% of NPH, MFG intends to then
internalise the MSA between NPH Funds and and MFG (the Internalisation Proposal) by
acquiring the 40% shareholding in NPH Funds owned by Hamish Douglass' investment company in
return for the issue of MFG Ordinary Shares and a new class of shares, MFG Class B Shares. The
Class B Shares carry no rights to distributions but have certain rights to convert to MFG Ordinary
Shares. The consideration has been structured to exclude any compensation for possible
performance fees under the MSA. The terms of this acquisition are summarised in section 1.4 of
the Explanatory Memorandum.

Resolutions required to be passed by MFG Shareholders for the Proposal to proceed

The takeover offers by MFG for NPH securities and the Internalisation Proposal are conditional on,
amongst other things, all of resolutions referred to in the enclosed Notice being passed at the
extraordinary general meeting of MFG to be held on 29 January 2008.
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All of the resolutions must be passed in order for the Proposal to proceed. Please note that even if
all of the resolutions are passed, the transactions referred to in the resolutions will only proceed if

the other conditions of the takeovers offers for NPH shares are satisfied or waived (see section 1.3
of the Explanatory Memorandum for a description of those other conditions).

Independent Directors' recommendation

The Independent Directors (those MFG Directors other than Chris Mackay and Hamish Douglass)
unanimously recommend that you vote in favour of all the resolutions. Unless all of the resolutions
are passed the Proposal will not proceed. In recommending shareholders vote in favour of all the
resolutions, the Independent Directors consider that:

. the terms of the acquisition of the NPH Shares held by Mr Mackay are fair to the non-
associated shareholders of MFG. This has been confirmed by the Independent Expert. In
arriving at this conclusion the Independent Directors consider that the consideration being
offered to Mr Mackay is worth less than the value of his NPH Shares being acquired;

. the terms of the acquisition of Mr Douglass’ 40% interest in NPH Funds are fair to the non-
associated shareholders of MFG. This has been confirmed by the Independent Expert. In
arriving at this conclusion the Independent Directors believe that consideration being
offered to Mr Douglass is worth less than the value of his 40% interest in NPH Funds and
note that the terms of the Class B Shares are less favourable to Mr Douglass than his
economic interest in the Management Services Agreement;

. acquiring NPH and NPH Funds and internalising the Management Services Agreement will
simplify the group structure and will facilitate the future development of Magellan Financial
Group.

The Independent Directors have also considered additional benefits not specifically addressed by
the Independent Expert accruing to MFG in recommending that you vote in favour of all the
resolutions.

The Independent Directors believe that the Independent Expert has assessed the value of NPH and
NPH Funds as stand alone entities and has not assessed their value as wholly-owned subsidiaries
of MFG. For example, the Independent Expert has deducted from the value of NPH and NPH
Funds capitalised corporate costs totalling $2.4 million and deferred tax liabilities totalling $6.2 to
6.9 million, which will be effectively eliminated on acquisition. In addition, the Independent
Expert has not included in its valuation of NPH and NPH Funds value for any franking credits that
would be generated by NPH or NPH Funds. The Independent Directors believe that that these
franking credits are valuable to Shareholders and will effectively be captured by MFG via the
elimination of the fees payable under the MSA.
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Independent Expert's Report

MFG has engaged Grant Thornton Corporate Finance Pty Limited to prepare an independent
expert’s report in relation to the Proposal. Grant Thornton Corporate Finance Pty Limited has
concluded that the proposed acquisition of Mr Mackay’s shareholding in NPH is fair and reasonable
to the non-associated shareholders of MFG and the proposed acquisition of Mr Douglass’ interests
in NPH Funds is fair and reasonable to the non-associated shareholders of MFG. A copy of the
Independent Expert's Report forms Annexure A to this Notice of Meeting.

I recommend that you read the Notice of Meeting, Explanatory Memorandum and Independent
Expert's Report in full. If you cannot attend the meeting on 29 January 2008, you can still vote by
completing and signing the proxy form attached and returning it to the address on the form on or
before 4.00 pm on 27 January 2008.

If you have any questions, please call David Simpson or Leo Quintana at MFG on +61 2 8114
1888.

Yours sincerely

Paul Lewis

Independent Director
Magellan Financial Group Limited
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NOTICE OF EXTRAORDINARY GENERAL MEETING

Magellan Financial Group Limited (MFG) gives notice that an Extraordinary General Meeting of
MFG will be held at Magellan’s Investor Presentation Room, Level 7, 1 Castlereagh Street, Sydney
on 29 January 2008, commencing at 4.00 pm. The Explanatory Memorandum attached to this
Notice of Meeting describes in more detail the matters to be considered. Defined terms in this
Notice of Meeting have the meanings given to those terms in the Glossary on page 44.

1. Items of Business

Resolution 1 — Acquisition by MFG of NPH Shares held by Chris Mackay and
entities controlled by him (each a related party of MFG)

To consider and, if thought fit, to pass the following resolution as an ordinary resolution:

"THAT, subject to and conditional upon Resolutions 2 to 7 being passed, the acquisition by
MFG of any NPH Shares held by Chris Mackay (whether held individually or jointly with
another person) andyor his controlled entities Magellan Equities Pty Limited and Naumov
Pty Limited under the Takeover Offers, be approved for the purposes of ASX Listing Rule
10.1."

Resolution 2 — Acquisition by MFG of the shares in NPH Funds held by an entity
controlled by Hamish Douglass (a related party of MFG)

To consider and, if thought fit, to pass the following resolution as an ordinary resolution:

"THAT, subject to and conditional upon Resolutions 1 and Resolutions 3 to 7 being passed,
the acquisition by MFG of the 40% shareholding in NPH Funds held by Midas Touch
Investments Pty Limited, an entity controlled by Hamish Douglass, on the terms and
condiitions described in the Explanatory Memorandum forming part of this Notice of
Meeting, be approved for the purposes of ASX Listing Rule 10.1."

Resolution 3 — Issue of MFG Ordinary Shares and MFG Class B Shares to an
entity controlled by Hamish Douglass (a related party of MFG)

To consider and, if thought fit, to pass the following resolution as an ordinary resolution:

"THAT, subject to and conditional upon Resolutions 1 to 2 and Resolutions 4 to 7 being
passed, the issue of MFG Ordinary Shares and MFG Class B Shares (the later having the
terms of issue set out in Annexure C to this Notice of Meeting) in consideration for the
acquisition by MFG of the 40% shareholding in NPH Funds held by Midas Touch
Investments Pty Limited, an entity controlled by Hamish Douglass, on the terms and
conditions described in the Explanatory Memorandum forming part of this Notice of
Meeting, be approved for the purposes of ASX Listing Rule 10.11."

Resolution 4 — Amendment of MFG Constitution to include Class B Share terms
of issue

To consider and, if thought fit, to pass the following resolution as a special resolution:
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"THAT, subject to and conditional upon Resolutions 1 to 3 and Resolutions 5 to 7 being
passed, the Constitution of MFG be amended by:

(a) Inserting at the end of Article 5(a) the words: "Without limiting the foregoing, the
Company may by resolution of the Board issue Class B Shares on the terms set out
in Annexure A of this Constitution”; and

(b) inserting as a new Annexure A the terms of issue of the MFG Class B Shares on the
terms set out in Annexure C to this Notice of Meeting. "

Resolution 5 - Consolidation or subdivision of MFG Class B Shares
To consider and, if thought fit, to pass the following resolution as an ordinary resolution:

"THAT, subject to and conditional upon Resolutions 1 to 4 and Resolutions 6 and 7 being
passed, any consolidation or subdivision of MFG Class B Shares that occurs prior to their
conversion into MFG Ordinary Shares, in accordance with the terms of issue of the MFG
Class B Shares set out in Annexure C to this Notice of Meeting, be approved for the
purposes of section 254H of the Corporations Act, with such consolidation or subdivision
(as applicable) occurring immediately before 12.01 am on the relevant Conversion Date (as
that term is defined in the terms of issue of MFG Class B Shares).”

Resolution 6— Selective reduction of capital

To consider and, if thought fit, to pass the following resolution as a special resolution for
the purposes of section 256C(2)(a) of the Corporations Act:

"THAT, subject to and conditional upon Resolutions 1 to 5 and Resolution 7 being passed
and to NPH and NPH Funds becoming wholly-owned subsidiaries of MFG, MFG be
authorised (but not obligated) to reduce its share capital by cancelling all MFG Ordinary
Shares held by NPH and all of the MFG Ordinary Shares held by NPH Funds in return for a
capital payment to be determined by the Board of MFG (but not in excess of the market
price of MFG Ordinary Shares at the time)."”

Resolution 7— Selective buy-back of shares

To consider and, if thought fit, to pass the following resolution as a special resolution for
the purposes of section 257D(1) of the Corporations Act:

"THAT, subject to and conditional upon Resolutions 1 to 6 being passed and to NPH and
NPH Funds becoming wholly-owned subsidiaries of MFG, MFG be authorised (but not
obligated) to offer to buy-back all of the MFG Ordinary Shares held by NPH and all of the
MFG Ordinary Shares held by NPH Funds for a consideration to be determined by the
Board of MFG (but not in excess of the market price of MFG Ordinary Shares at the time)
and, if any such offer is accepted, to enter into a buy-back agreement on the terms set out
in Annexure D to this Notice of Meeting, provided that any such agreement is entered into,
and any buy-back pursuant to that agreement occurs, within 12 months after the date of
this approval.”
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2. Voting entitlements
MFG has determined that for the purposes of voting at the Meeting, MFG Ordinary Shares
will be taken to be held by those persons recorded in MFG's register of shareholder as at
4.00 pm on 27 January 2008.

3. Voting exclusions

The following voting exclusions apply:

Resolution

Voting exclusions

Resolution 1

Acquisition by MFG of NPH Shares held
by Chris Mackay and entities controlled
by him (each a related party of MFG)

MFG will disregard any votes cast on this resolution
by Chris Mackay, Magellan Equities Pty Limited and
Naumov Pty Limited and their respective associates
(who include Hamish Douglass and his controlled
entities)

Resolution 2

Acquisition by MFG of the 40%
shareholding in NPH Funds held by an
entity controlled by Hamish Douglass (a
related party of MFG)

MFG will disregard any votes cast on this resolution
by Midas Touch Investments and its associates
(who include Hamish Douglass, Chris Mackay and
their respective controlled entities)

Resolution 3

Issue of MFG Ordinary Shares and MFG
Class B Shares to Midas Touch
Investments, an entity controlled by
Hamish Douglass (a related party of
MFG)

MFG will disregard any votes cast on this resolution
by Midas Touch Investments and its associates
(who include Hamish Douglass, Chris Mackay and
their respective controlled entities)

Resolution 4

Amendment of MFG Constitution to
include the Class B Share terms of issue

MFG will disregard any votes cast on this resolution
by Midas Touch Investments and its associates
(who include Hamish Douglass, Chris Mackay and
their respective controlled entities)

Resolution 5

Consolidation or subdivision of MFG Class
B Shares

MFG will disregard any votes cast on this resolution
by Midas Touch Investments and its associates
(who include Hamish Douglass, Chris Mackay and
their respective controlled entities)

Resolution 6

Selective reduction of capital

If NPH and NPH Funds are to receive consideration
for the cancellation of their shares, they and their
and their respective associates cannot cast any
votes in favour of this resolution. MFG will
disregard any votes so cast.
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Resolution Voting exclusions

Resolution 7 NPH, NPH Funds and their respective associates
cannot cast any votes in favour of this resolution.
MFG will disregard any votes so cast.

Selective buy-back of shares

However, MFG need not disregard a vote under Resolutions 1 to 3 if:

(a) it is cast by a person as proxy for a person who is entitled to vote, in accordance
with the directions on the Proxy Form; or

(b) it is cast by the person chairing the Meeting as proxy for a person who is entitled
to vote, in accordance with a direction on the Proxy Form to vote as the proxy
decides.

The Proxy Form accompanying and forming part of this Notice of Meeting specifies that the
Chairman of the Meeting is appointed as proxy if a Shareholder does not appoint another
person to act as the Shareholder's proxy or the Chairman is appointed proxy by default.

PROXIES

A MFG Ordinary Shareholder entitled to attend and vote at the Meeting is entitled to
appoint not more than two proxies, who need not be members of MFG. Where more than
one proxy is appointed, each proxy should be appointed to represent a specified
percentage or specified number of the MFG Ordinary Shareholder's voting rights. If the
appointments do not specify the percentage of number of votes that each proxy may
exercise, each proxy may exercise half the votes. Fractions of votes will be disregarded.

A Proxy Form accompanies and forms part of this Notice of Meeting. To be valid, the
completed Proxy Form must be lodged at least 48 hours before the time for holding the
Meeting (ie. by no later than 4.00 pm on 27 January 2008 by one of the following
methods:

. delivering the Proxy Form to the office of MFG's Share Registry: mailing it to:
Level 7, 207 Kent Street, Sydney NSW 2000, Australia;

. mailing the Proxy Form to Registries Limited, PO Box R67, Royal Exchange NSW
1223, Australia;

. faxing the Proxy Form to +61 2 9279 0664 (within Australia) or +61 2 9279 0664
(outside Australia); or

. online at www.investorserve.com.au and follow the instructions.

Further directions for the proper completion of the Proxy Form are printed on the reverse
side of the Proxy Form.
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5. VOTING BY ATTORNEY

A MFG Ordinary Shareholder entitled to attend and vote at the Meeting may appoint an
attorney to vote at the Meeting. Attorneys should bring an original or certified copy of the
power of attorney to the Meeting.

6. CORPORATIONS

A corporation that is a MFG Ordinary Shareholder or a proxy may elect to appoint a
representative in accordance with the Corporations Act, in which case MFG will require
written proof of the representative's appointment, which must be lodged with or presented
to MFG before the Meeting.

7. REGISTRATION

Any MFG Ordinary Shareholder attending the Meeting in person should bring the
personalised Proxy Form accompanying and forming part of this Notice of Meeting with
them to facilitate registration. A MFG Ordinary Shareholder who does not bring the Proxy
Form will still be able to attend the Meeting, but at registration MFG’s representatives will
need to undertake a verification of identity. Registration will commence at 3.30 pm on the
day of the Meeting.

By order of the Board

Dated: 28 December 2007

David Simpson
Company Secretary
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EXPLANATORY MEMORANDUM

This Explanatory Memorandum forms part of the Notice of Extraordinary General Meeting of
Magellan Financial Group Limited to be held at Magellan’s Investor Presentation Room, Level 7, 1
Castlereagh Street, Sydney on 29 January 2008, commencing at 4.00 pm. It contains information
relevant to the resolutions to be considered at the Extraordinary General Meeting.

Defined terms in this Explanatory Memorandum have the meanings given to those terms in the
Glossary on page 44.

The Proposal

1.1

1.2

The Proposal

On 5 October 2007, MFG announced a proposal to make takeover offers for all of the
securities in NPH and, if those offers are successful, MFG would then acquire the 40% of
NPH Funds held by Hamish Douglass' investment company. NPH and NPH Funds would
then be wholly owned subsidiaries of MFG, and the MSA would be fully internalised. These
offers were formally made on 5 December 2007. The proposal was subsequently revised
following discussions between MFG and NPH, which resulted in the previous offers for NPH
securities being withdrawn (with ASIC's consent) and replaced with a revised proposal that
was announced jointly by MFG and NPH on 10 December 2007.

The announcement stated that the revised proposal was recommended by the NPH
directors, subject to NPH’s independent expert determining that the revised takeover offer
for NPH Shares is fair and reasonable.

The Bidder's Statement containing the terms of the Takeover Offers (for NPH Shares and
NPH Second Options) was lodged by MFG with ASIC on 20 December 2007 and sent to
NPH Shareholders and NPH Second Optionholders on 24 December 2007. The Bidder's
Statement can be downloaded from MFG's website at www.magellangroup.com.au. Any
Shareholder wishing to obtain a printed copy can do so by contacting MFG on +61 2 8114
1888.

The purpose of the Extraordinary General Meeting is to consider and, if thought fit,
approve a number of resolutions which must be passed in order for the Takeover Offers to
become unconditional, and for the Proposal to proceed.

Background to the Proposal

The background to the Proposal is as follows:

(a) Under the terms of the existing Management Services Agreement between MFG
and NPH Funds dated 21 November 2006 (MSA), MFG is required to pay NPH
Funds:
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(b)

©

(d)

(e

()

0] a quarterly base fee of 0.3125% of the market capitalisation of MFG; and

(i) an annual performance fee of up to 15% of the total shareholder return
over the prior financial year, subject to performance hurdles which relate
to the percentage total shareholder return over that period (note that the
first calculation of the performance fee occurs shortly after 30 June 2008
based on percentage total shareholder return over the period from 21
November 2006, the date of the MSA, to 30 June 2008). Total shareholder
return is essentially the increase in market capitalisation of MFG over the
period plus dividends and other entitlements over the period less any new
capital raised during the period.

Depending on the MFG share price at the time the annual performance fee is
calculated, significant performance fees may become payable to NPH Funds over
the life of the MSA. MFG cannot terminate the MSA until 21 November 2016
(except for cause) and, upon such termination after 21 November 2016, MFG is
required to pay NPH Funds a cash amount equal to 12 times the most recent
annual base fee and annual performance fee (if any).

NPH Funds is a company 60% owned by NPH, an ASX listed company, and 40%
owned by a company controlled by Hamish Douglass, the Chairman of MFG.

NPH Shareholders include:

0] Chris Mackay, the Deputy Chairman of MFG, who has, through his
investment company, an approximate 36% shareholding in NPH
(equivalent to approximately 55% on a fully diluted basis); and

(i) Hamish Douglass, who has, through his investment company, an
approximate 2% shareholding (on a fully diluted basis) in NPH.

On a fully diluted basis, Chris Mackay and Hamish Douglass would therefore
together have an approximate 74.2% indirect economic interest in NPH Funds.

In August this year, Hamish Douglass and Chris Mackay advised the Boards of MFG
and NPH that they did not wish to participate in any performance fees under the
MSA, and that ultimately MFG would seek to simplify the arrangements between
MFG, NPH Funds, NPH and Hamish Douglass and Chris Mackay. Work was then
commenced on developing a proposal which would allow them to forego that
participation, while at the same time recognising the legitimate interests of other
shareholders in NPH (approximately 25.8% indirect economic interest on a fully
diluted basis) in maintaining their economic interest in the MSA. The original
proposal, as announced on 5 October 2007, represents the outcome of this work.
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1.3

Takeover Offers for NPH

(a)

(ii)

(iii)

(iv)

(b)

Key Elements of the Takeover Offers
The Key elements of the Takeover Offers are:

O] MFG is offering to acquire all of the NPH Shares for a consideration per NPH
Share of 1.95 MFG Ordinary Shares plus 0.33 of an MFG 2016 Option.

MFG is also offering to acquire all of the NPH Second Options for a consideration per
NPH Second Option of 3 MFG 2011 Options.

If following the Offers, MFG has acquired 100% of NPH, MFG will acquire the 40%
shareholding in NPH Funds owned indirectly by Hamish Douglass' investment company
in return for the issue of a MFG Ordinary Shares and a new class of shares, MFG Class
B Shares, the latter of which carry no rights to distributions but have certain rights to
convert to MFG Ordinary Shares.

Following completion of the acquisitions, NPH and NPH Funds would be direct or
indirect wholly-owned subsidiaries of MFG and the MSA would therefore be fully
internalised, while former NPH and NPH Funds shareholders will hold securities in MFG.

Chris Mackay’s investment company has irrevocably agreed to let lapse all of its
6.992 million NPH First Options by not exercising them prior to their expiration on
31 December 2007. This commitment is subject to NPH's independent expert
determining that the Share Offer is fair and reasonable.

An announcement will be made to the ASX on or before 31 December 2007 as to
whether this conditions has been met.

The effect of the lapse of Mr Mackay'’s investment company’s options is to reduce
the aggregate consideration that would otherwise be payable by MFG and increase
the value of, and the value offered for, each remaining NPH security. This was
necessary because of the different views on value between the parties and was
motivated by Mr Hamish Douglass’ and Mr Chris Mackay's perception of the
benefits of a simpler structure and their concern to seek to enhance the positions
of the shareholders of both MFG and NPH.

Terms and Conditions of Takeover Offers

The Takeover Offers are concurrent off-market takeover offers under Chapter 6 of
the Corporations Act to acquire all of the NPH Shares (ie. the Share Offer) and NPH
Second Options (ie. the Options Offer). The consideration being offered under the
Takeover Offers is set out in section 1.3 above. The Takeover Offer for NPH
Shares is subject to a number of conditions, in addition to a condition requiring
that the Resolutions set out in this Notice and Explanatory Memorandum are
passed at the meeting of MFG Ordinary Shareholders. If those conditions are not
satisfied or waived by the end of the Offer period, the Proposal (including the
transactions referred to in the Resolutions) will not proceed. Those other
conditions can be summarised as follows:

() Before the end of the Share Offer period, MFG and its associates:
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(A) have relevant interests in at least 90% of the NPH Shares and
have acquired (whether under the Share Offer or otherwise) at
least 75% of the NPH Shares which MFG offered to acquire under
the Share Offer; and

(B) have relevant interests in at least 90% of the NPH Second Options
and have acquired (whether under the Options Offer or otherwise)
at least 75% of the NPH Second Options which MFG has offered
to acquire under the Options Offer;

Q)] NPH undertakes no material acquisitions or divestments or commitments
prior to the end of the Share Offer period;

(i) NPH confirms in its Target’s Statement certain financial information relating
to NPH;

(iii) NPH does not pay any dividends prior to the end of the Share Offer period;

(iv)  That Mr. Mackay’s investment company does not exercise the 6,992,705
NPH First Options that it holds before their expiration; and

(v) there are no prescribed occurrences in relation to NPH.

MFG may choose to waive any of the conditions to which the Share Offer is
subject. If these conditions are not satisfied or waived then the Share Offer will
not proceed.

The Options Offer is subject to the condition that the conditions of the Share Offer
are satisfied or waived. MFG may choose to waive this condition.

The Takeover Offers commenced on 24 December 2007 and will close on 15
February 2008 (unless extended in accordance with the Corporations Act). As the
Takeover Offers comprise a Share Offer and a separate Options Offer, MFG may
decide to extend the offer period for one but not the other.

As set out above, the Bidder's Statement containing the terms of the takeover
offers can be downloaded from MFG's website at www.magellangroup.com.au.
Any Shareholder wishing to obtain a printed copy can do so by contacting MFG on
+61 2 8114 1888.

1.4 Internalisation Proposal

(a)

(b)

Acquisition of 40% shareholding in NPH Funds

If, following the Takeover Offers, MFG has been successful in acquiring all of the
NPH Shares and NPH Second Options, MFG intends to internalise the MSA between
NPH Funds and MFG by acquiring the 40% shareholding in NPH Funds from Midas
Touch Investments (an entity controlled by Hamish Douglass) for a consideration
which excludes any compensation for possible performance fees under the MSA.

Share Purchase Agreement
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(c)

On 20 November 2007, MFG and Midas Touch Investments entered into a
conditional Share Purchase Agreement under which MFG has agreed to purchase,
and Midas Touch Investments has agreed to sell, all of the shares in NPH Funds
held by Midas Touch Investments (representing 40% of all the NPH Funds shares)
for the following consideration:

(i) the issue of 5,844,799 MFG Ordinary Shares, which is equal to Midas
Touch Investments' effective 40% economic interest in:

(A) the 12,606,006 MFG Ordinary Shares and 6,300,601 MFG 2009
Options held by NPH Funds less the estimated net other liabilities
as at 31 December 2007 of NPH Funds, being $3,202,111 and with
no value ascribed to the MSA; and

(B) the issue of 10,200,000 MFG Class B Shares, the terms of which
are set out in Annexure C and summarised below.

For the purposes of the Share Purchase Agreement, the assumed value of an MFG
Ordinary Share provided as consideration is $1.73, being the average VWAP of
MFG Ordinary Shares for the 20 day period immediately following the
announcement by MFG on 5 October 2007, and the assumed value of MFG 2009
Options is $1.06, being the average VWAP of MFG 2009 Options for the 20 day
period immediately following MFG's announcement of its original proposal on 5
October 2007. The estimated net other liabilities as at 31 December 2007 of NPH
Funds has been formulated on the basis of the 31 October 2007 unaudited
management accounts of NPH Funds with an estimate forward to 31 December
2007 (taking into account the estimated management fee under the MSA through
to that date).

The Share Purchase Agreement, and therefore completion of the Internalisation
Proposal is conditional upon approval of the agreement by MFG Ordinary
Shareholders (which cannot be waived) and upon MFG acquiring 100% of the NPH
Shares and NPH Second Options (which can only be waived with the agreement of
Midas Touch Investments and MFG). If those conditions are satisfied and/or
waived, the Internalisation Proposal will be completed promptly after the close of
the Takeovers Offers and completion of compulsory acquisition.

Terms of MFG Class B Shares

The proposed terms for the MFG Class B Shares which will be provided to Midas
Touch Investments as part of the consideration for the purchase by MFG of Midas
Touch Investments’ 40% shareholding in NPH Funds are set out in Annexure C. In
summary, the rights are as follows:

0] no entitlement to receive dividends;

(i) conversion into MFG Ordinary Shares on the first business day after 21
November 2016 in accordance with the conversion formula set out in
Annexure B;
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1.5

1.6

(iii) the MFG Class B Shares will convert into only one MFG Ordinary Share on
the first business day after 21 November 2016 if, before 1 July 2012:

(A) Mr Douglass ceases to be a director or employee of MFG or a
subsidiary of MFG, other than through death or incapacity; or

(B) Mr Douglass' employment has been terminated on the grounds of
wilful misconduct, negligence or fraud.

Employment of Hamish Douglass and Chris Mackay

As a result of the acquisition of NPH and the 40% shareholding in NPH Funds, NPH Funds
will be wholly owned by MFG. Hamish Douglass and Chris Mackay will then become
employees of MFG’s wholly-owned subsidiary, MAM. Currently Messrs Douglass or Mackay
are directors of MAM and MFG and they do not receive any remuneration from MAM or
MFG. The proposed terms of employment for Messrs Douglass and Mackay are that each
will be paid an annual salary of $250,000 plus the right to an annual bonus of up to
$250,000. The performance criteria for the bonus will be set by the Board of MFG.

In addition, Chris Mackay and Hamish Douglass have agreed to re-commit to their current
exclusivity arrangements with MFG until at least 1 July 2012. Under the current
arrangements, as set out in an Exclusivity Deed dated 21 November, 2006, each of NPH,
NPH Funds, Chris Mackay and Hamish Douglass have undertaken not to, for the terms of
the MSA, invest in a funds management business within Australia and New Zealand. This
restraint does not apply in respect of any investment in shares in a company, interests in a
managed investment scheme or other interests in any entity which represent less than
10% of the shares in that company, interests in that managed investement scheme or
other interest in any other entity respectively. The restraint will cease to apply to Chris in
the event that he and his controlled entities hold less than 10% of the NPH Shares.
Therefore, if the Takeover Offers are successful, the restraint would no longer apply to
Chris. Separately, the restraint will cease to apply to Hamish in the event that he and his
controlled entities hold less than 10% of the shares in NPH Funds. Therefore, if the
Internalisation Proposal is implemented, the restraint would no longer apply to Hamish.

It was considered appropriate and desirable that, if the Proposal is implemented, these
restraints continue to apply to Chris and Hamish for a specified period. It was agreed that
the restraints would continue to apply until at least 1 July 2012, which is the earliest time
at which the MSA can be terminated by MFG.

MFG Group Structure

Below are diagrams showings:

(a) the current ownership structure of MFG, NPH and NPH Funds; and

(b) the ownership structure of MFG, NPH and NPH Funds upon successful completion
of the Proposal.
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Magellan Financial Group
Pre-offer Corporate Structure

Hamish Other Shareholders

Douglass"

36% (undiluted)

4% (undiluted) 60% (undiluted)

A 4

40%

New Privateer Securityholders®
Holdings Ltd (Ordinary Shares and Options)

6% (undiluted) 82% (undiluted)

60%

A 4 A 4

| NPH Funds ~ 77 " Management senvices | Magellan Financial

i Pty. Ltd Agreement R Group Ltd
7

12% (undiluted)

o Held by an entity controlled by Mr. Douglass.

@ Held by an entity controlled by Mr. Mackay. This means that Mr. Mackay would have voting power of 55% in NPH if all holders
(including Mr Mackay'’s investment company) were to exercise all of their NPH First Options and NPH Second Options.

@ Includes Mr. Mackay’s and Mr. Douglass’ holdings of MFG Ordinary Shares and MFG 2009 Options (see section 8.1).

Magellan Financial Group
Post-offer and Internalisation Corporate Structure

Other Securityholders" Hamish Douglass Chris Mackay

Ordinary Shares, MFG 2009 Options, MFG Ordinary Shares, MFG 2009 Options, MFG Ordinary Shares, MFG 2009
2011 Options & MFG 2016 Options 2016 Options and MFG Class B Shares @ Options & MFG 2016 Options

83.1% of Ordinary

5.3% of Ordinary
Shares (undiluted)

Shares (undiluted)
A 4

11.6% of Ordinary
Shares (undiluted)

Magellan Financial
Group Limited

/V
Ve
Ve
40% 7 Internalised Management 100%
Services Agreement
NPH Funds L New Privateer
Pty Limited J 60% Holdings Limited

o Includes former NPH Shareholders.
@ These MFG Securities will be held by the investment company controlled by Mr Douglass.

@) There MFG Securities will be held be the investment company controlled by Mr Mackay and includes Mr Mackay’s 3% of MFG 2009 Options
and 33.1% of the MFG 2016 Options.

Note: The Post-Offer and Internalisation Corporate Structure has been prepared on the basis that:

. the Offers are successful and MFG acquires 100% of the NPH Shares and NPH Second Options;

] the Internalisation Proposal is implemented;

. the respective MFG Ordinary Shareholdings of NPH (6%) and NPH Funds (12%) have been cancelled
= the assumptions in section 3.4(a) apply; and

= on the basis of the NPH securities on issue as at 18 December 2007.
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1.7 Hamish Douglass' and Chris Mackay's relevant interests in MFG shares pre and
post implementation of the Proposal

(a)

(b)

Current relevant interests and voting power

As at the date of this Explanatory Memorandum, Hamish Douglass has a relevant
interest in 39,311 MFG Ordinary Shares and 3,934 MFG 2009 Options (excluding
his deemed relevant interest in MFG shares and options held by NPH Funds).

As at the date of this Explanatory Memorandum, Chris Mackay has a relevant
interest in 1,392,711 MFG Ordinary Shares and 619,272 MFG 2009 Options
(excluding his deemed relevant interests in MFG shares and options held by NPH
and NPH Funds).

As Hamish Douglass and Chris Mackay are currently associates in relation to MFG
for the purposes of the Corporations Act, each of their voting power in MFG (as
defined in the Corporations Act) will include the relevant interests of the other in
voting shares in MFG. As at the date of this Notice and Explanatory Memorandum,
each of Hamish Douglass and Chris Mackay has voting power of approximately
1.3% of MFG excluding deemed relevant interests in MFG Ordinary Shares held by
NPH and NPH Funds, and approximately 18% of MFG including deemed relevant
interests in MFG Ordinary Shares held by NPH and NPH Funds.

Relevant interests and voting power post the implementation of the
Proposal

Post the implementation of the Proposal (including the acquisition of the 40%
shareholding in NPH Funds from Hamish Douglass' investment company):

(i) Hamish Douglass will have relevant interests (excluding any deemed relevant
interest in MFG Securities held by NPH or NPH Funds) in 7,643,794 MFG
Ordinary Shares, 3,934 MFG 2009 Options, 297,793 MFG 2016 Options and
10,200,000 MFG Class B Shares (giving an 8.7% ordinary shareholding on a
fully diluted basis); and

(i)  Chris Mackay will have relevant interests (excluding any deemed relevant
interest in MFG Securities held by NPH or NPH Funds) in 16,798,805 MFG
Ordinary Shares, 619,272 MFG 2009 Options and 2,607,185 MFG 2016
Options (giving a 10.0% ordinary shareholding on a fully diluted basis).

This is calculated on the basis of the assumptions in section 3.4 of this Explanatory
Memorandum and on the assumption that:

(i) the Offers are successful and MFG acquires 100% of the NPH Shares and
NPH Second Options;

(i) the respective MFG Ordinary Shareholdings of NPH (6%) and NPH Funds
(12%) have been cancelled; and
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1.8

1.9

(iii) Chris Mackay’s investment company lets lapse the 6,992,705 NPH First
Options held by his investment company, as contemplated in the joint
announcement by MFG and NPH on 10 December 2007.

Post the Offers and implementation of the Internalisation Proposal, and on the
basis of the assumptions above, Hamish Douglass’ and Chris Mackay's relevant
interests in MFG Ordinary Shares on an undiluted basis will be 5.3% and 11.6%,
respectively. Messrs Douglass and Mackay believe that they will no longer be
associates for the purposes of the Corporations Act as they will no longer jointly
control NPH Funds and have no agreement or understanding in relation to their
shareholdings in or conduct of the affairs of MFG.

Tax impact on MFG of implementing the Proposal

The tax impact on MFG of implementing the Proposal is as follows:

(a)

(b)

Formation of a tax consolidated group

At some time after the acquisition of all of the interests in NPH and NPH Funds,
MFG intends to elect to form a consolidated group. The effect of this will be to
treat MFG and all of its Australian resident wholly owned subsidiaries as a single
entity for tax purposes, with the subsidiary members effectively being treated as
divisions of MFG (as head company). The consequence of this will be that any
intra-group transactions between MFG, NPH and NPH Funds will be ignored for
income tax purposes.

Buy-back or cancellation

MFG proposes to either buy-back or cancel all of the MFG Ordinary Shares held by
NPH and NPH Funds in the manner described in sections 5.6 and 5.7 below. As
MFG, NPH and NPH Funds are expected to be members of the same tax
consolidated group at that time, this intra-group transaction should be ignored for
tax purposes and therefore there should be no tax impact for MFG.

Independent Expert's Report

MFG has engaged Grant Thornton Corporate Finance Pty Limited to prepare an
independent expert’s report in relation to the Proposal. Grant Thornton Corporate Finance
Pty Limited has concluded that each of the following aspects of the Proposal is fair and
reasonable to MFG Ordinary Shareholders whose votes are not to be disregarded:

@

(b)

the acquisition by MFG of any NPH Shares and NPH Second Options held by Chris
Mackay and entities controlled by him (each a related party of MFG) under the
terms of the Takeover Offers;

the acquisition by MFG of the shares in NPH Funds held by Midas Touch
Investments (a related party of MFG) pursuant to the Share Purchase Agreement
dated 20 November 2007; and
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1.10

(c) the issue of MFG Ordinary Shares and MFG Class B Shares to Midas Touch
Investments (a related party of MFG) as consideration for the acquisition of the
NPH Funds shares held by Midas Touch Investments.

MFG Board processes

The Board of MFG has put in place structures and procedures to ensure that the conflict
which Chris Mackay and Hamish Douglass have in relation to the Proposal has been
properly managed and the interests of non-associated MFG Ordinary Shareholders are
protected. These structures and procedures include the following:

(a) neither Chris Mackay or Hamish Douglass voted on the MFG Board proposal to put
the resolutions in this Notice of Meeting to MFG Ordinary Shareholders or to
approve this Notice of Meeting for release; and

(b) MFG has commissioned an Independent Expert’s Report in relation to the Proposal.

Overview of NPH and NPH Funds

The principal activities of NPH are:
(a) conducting the business of an investment holding company; and

(b) investing in NPH Funds (60% owned subsidiary) which provides management
services to MFG.

Any information in this Notice and Explanatory Memorandum concerning NPH and/or NPH
Funds has been prepared based on a review of publicly available information (which has
not been independently verified MFG does not make any representation or warranty,
express or implied, as to the accuracy or completeness of such information.

Effect of Proposal on MFG'S Financial Position

3.1

INTRODUCTION

This section provides an indication of the possible effect of the Takeover Offers and the
Internalisation Proposal on the consolidated financial position of MFG. The information
provided has been prepared on the basis that MFG acquires 100% of the share capital of
NPH and NPH Funds, including the 40% minority interest in NPH Funds.

The information provided comprises:

(@) a consolidated pro-forma post-transaction balance sheet of MFG, which
incorporates the net assets of NPH and NPH Funds that are to be acquired;

(b) a pro-forma schedule of the capital structure of MFG following the acquisitions;
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3.2

(c) an explanation of the assumptions that the Directors of MFG have adopted in
preparing the pro-forma consolidated balance sheet and schedule of capital
structure;

(d) a discussion of the sensitivity of the pro-forma financial information to the key
assumptions used in their preparation; and

(e) the potential impact of the proposed acquisitions on the profit and loss of MFG for
the year ending 30 June 2008.

The directors of MFG do not consider that a pro-forma historical income statement for the
post-transaction MFG Group is meaningful and accordingly, this information is not
presented. The MSA did not commence until 21 November 2006, which was after the
recapitalisation of the MFG Group. Further, the full year results for the year ended 2007
include the results from activities prior to the recapitalisation, which do not reflect the
ongoing business of MFG.

BASIS OF PREPARATION

The consolidated pro-forma post-acquisition balance sheet of MFG is based on the
following information:

(a) the audited consolidated balance sheet of MFG as at 30 June 2007 as presented
in its Annual Report for that year, adjusted for material transactions or changes in
fair value of assets that have occurred or are expected to occur between 1 July
2007 and the anticipated date of the completion of the acquisitions;

(b) the audited consolidated balance sheet of NPH as at 30 June 2007, as presented in
its Annual Report for that year, adjusted for material transactions or changes in
fair value of assets that have occurred or are expected to occur between 1 July
2007 and the anticipated date of the completion of the acquisitions; and

(0) adjustments that will arise from the acquisition of 100% of the share capital of
NPH and NPH Funds and the consolidation of the post-transaction balance sheets
of NPH and NPH Funds into MFG.

The transaction will be accounted for using the fair value of MFG Ordinary Shares, MFG
2009 Options, MFG 2011 Options and MFG 2016 Options as at the close of the Offers. For
the purposes of presenting pro-forma information, the average VWAP of MFG Ordinary
Shares and MFG 2009 Options for the 20 day period immediately following the
announcement on 5 October 2007 of the intention to make the original takeover offers
have been used to illustrate the effect of movements in the prices of these securities since
30 June 2007.

The financial information is provided for illustrative purposes only and is presented on an
abbreviated basis. It does not include all the disclosures normally provided in an annual
report prepared in accordance with Corporations Act requirements and applicable
Accounting Standards.
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3.3 PRE-TRANSACTION ADJUSTED BALANCE SHEETS FOR MFG AND NPH

(a)

MFG

The following adjustments have been made to the audited consolidated balance
sheet of MFG as presented in its 2007 Annual Report:

(i)

(if)

(iii)

(iv)

(v)

the provision of $20 million of seed capital to two unlisted unit trusts
launched by MFG on 2 July 2007;

the issue of $6.3 million of share capital to Magellan staff under an
employee Share Purchase Plan. The shares have been partially funded by
the granting of staff loans;

the revaluation of MFG's investment in MFF from its fair value at 30 June
2007 of 93.5c¢ per share to its current fair value of 84.2c per share,
measured as the average VWAP for the 20 day period immediately following
the announcement on 5 October 2007 of the intention to make the Offers;

the revaluation of a liability required to be recognised and measured at fair
value under AASB 132 from the market values of $2.20 per MFG Ordinary
Share and $2.22 per MFG 2009 Option as at 30 June 2007 to indicative
values of $1.73 per MFG Ordinary Share and $1.06 per MFG 2009 Option,
which are based on the average VWAP for the 20 day period immediately
following the announcement on 5 October 2007 of the intention to make
the Offers. Further explanation of this liability can be found in note 2(i) to
the MFG 2007 Annual Report; and

the issue of shares as a result of the exercise of Initial Options by some
option holders.
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Current assets

Cash and cash equivalents
Other current assets

Total current assets
Non-current assets
Other financial assets
Other non-current assets
Total non-current assets
Total assets

Current liabilities

Trade creditors and other
payables

Total current liabilities

Non-current liabilities

AASB 132 accounting adjustment

Total non-current liabilities

Total liabilities

Net assets

Equity

Issued securities
AASB132 adjustment
Contributed equity
Asset revaluation reserve
Retained profits / (losses)

Total equity

Per 30 June 2007

Adjusted Balance
Sheet as at 30 June

Annual Report Adjustments 2007
$M $M $M
74.4 (17.9) 56.5
2.5 0.0 2.5
76.9 (17.9) 59.0
24.8 17.5 42.3
3.0 5.0 8.0
27.8 22.6 50.3
104.7 4.6 109.3
(5.2) 0.0 (5.2)
(5.2) 0.0 (5.2)
(30.0) 19.7 (10.3)
(30.0) 19.7 (10.3)
(35.2) 19.7 (15.5)
69.5 24.3 93.8
103.1 6.3 109.4
(34.7) 0.0 (34.7)
68.4 6.3 74.7
(1.2) (1.7) (2.9)
2.3 19.7 22.0
69.5 24.3 93.8
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(b)

NPH

The following adjustments have been made to the audited consolidated balance
sheet of NPH as presented in its 2007 Annual Report:

(i)

(if)

The exercise of 1.983 million NPH First Options held by NPH option holders
that expire on 31 December 2007. The exercise price of each option is
$1.25 and the holder is entitled to one NPH Share and one NPH Second
Option. Mr Mackay’s investment company has not exercised its 6.993 million
NPH First Options prior to 31 December 2007.

The revaluation of 19.3 million MFG Ordinary Shares and 9.4 million MFG
2009 Options that are held by NPH and NPH Funds from the market values
as at 30 June 2007 of $2.20 per MFG Ordinary Share and $2.22 per MFG
2009 Option to the indicative market values of $1.73 per MFG Ordinary
Share and $1.06 per MFG 2009 Option, based on the average VWAP of MFG
Ordinary Shares and MFG 2009 Options for the 20 day period immediately
following the announcement on 5 October 2007 of the intention to make
the Offers.
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3.4

Current assets

Cash and cash equivalents
Trade and other receivables
Financial assets

Total current assets
Non-current assets
Financial assets

Deferred tax assets

Total non-current assets
Total Assets

Current liabilities

Trade and other payables
Bank loan

Total current liabilities
Non-current liabilities

Deferred tax liabilities

Total non-current liabilities

Total liabilities

Net Assets
Equity

Issued capital
Reserves
Retained earnings
Minority interests

Total Equity

Per 30 June 2007

Adjusted Balance
Sheet as at 30 June

Annual Report Adjustments 2007
$M $M $M
4.9 2.5 7.4
0.7 0.0 0.7

20.9 (10.9) 10.0
26.5 (8.4) 18.1
57.7 (9.0) 48.7
0.2 0.0 0.2
57.9 (9.0) 48.9
84.4 (17.4) 67.0
0.7) 0.0 (0.7)
(7.5) 0.0 (7.5)
(8.2) 0.0 (8.2)
(13.8) 6.0 (7.8)
(13.8) 6.0 (7.8)
(22.0) 6.0 (16.0)
62.4 (11.4) 51.0
26.0 2.5 28.5
12.9 4.7) 8.2
11.6 (5.5) 6.1
11.9 (3.7) 8.2
62.4 (11.4) 51.0

PRO-FORMA BALANCE SHEET

(a) Assumptions

(i) All NPH shareholders select the Share Offer Consideration of 1.95 MFG
Ordinary Shares and 0.33 MFG 2016 Options for each NPH Share held.

(i) Al NPH Second Optionholders will select the Option Offer Consideration of
3 MFG 2011 Options for each NPH Second Option held.
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(i) Mr Mackay's investment company will let lapse all of its 6.993 million First
Options.

(iv)  The number of NPH Second Options on issue at the date of completion of
the acquisitions will be 2.057 million. This assumption is based on all
current holders of NPH First Options, excluding Mr Mackay’s investment
company, exercising those options prior to their expiry on 31 December
2007 and no holders of Second Options exercising those options between
20 December 2007 and the date of completion of the acquisitions.

(v)  The fair value of the MFG Securities provided as consideration under the
Offers are assumed to be as follows:

MFG Security Price per Security"
MFG Ordinary Shares® $1.73
MFG 2009 Options® $1.06
Option on MFG 2011 Option embedded

in MFG 2009 Option® $0.36
MFG 2011 Option immediately after issue © $0.80
MFG 2016 Option® $0.30
MFG Class B Sharest” $0.80

1)

)

3)

4

(b)

These security prices are indicative only. If the Offers are successful, the acquisitions will be
accounted for using market values prevailing at the date of completion of the acquisitions. The
eventual cost of the acquisitions and the goodwill recognised on acquisition of NPH and NPH Funds will
be determined by the values on that date.

Based on the average VWAP for the 20 day period immediately following the announcement of the
Offers on 5 October 2007.

Calculated using a Black-Scholes option pricing framework and relevant market inputs based on the
average VWAP for the 20 day period immediately following the announcement of the Offers on 5
October 2007.

Applying a discount to the MFG Ordinary Share Price (see note 1) which reflects the Terms of Issue of
MFG Class B Shares (see Annexure C).

Acquisition adjustments

The post-transaction pro-forma consolidated balance sheet of MFG reflects the
following adjustments:

Q)] the issue of 52.3 million MFG Ordinary Shares, 6.2 million MFG 2011

Options, 7.9 million MFG 2016 Options and 10.2 million MFG Class B Shares
to holders of NPH Shares and NPH Second Options in NPH and shares in
NPH Funds. Details of the anticipated capital structure of the group are
provided in section 3.5;
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(it)

(iii)

(iv)

(v)

the cancellation of 19.3 million MFG Ordinary Shares and 9.4 million MFG
2009 Options currently owned by NPH and NPH Funds;

estimated total acquisition costs of $1.5 million to be incurred by MFG and
NPH;

an adjustment to the carrying value of the AASB 132 liability arising from
the cancellation of 9.4 million MFG 2009 Options; and

recognition of $48.9 million of intangible assets that reflect the difference
between the fair value of the MFG capital provided as consideration and the
fair value of the tangible net assets acquired in the acquisition.

Page 27



(o) Pro-forma balance sheet at 30 June 2007

Current assets

Cash and cash equivalents
Other current assets

Total current assets
Non-current assets
Goodwill

Other financial assets
Other non-current assets
Total non-current assets

Total assets

Current liabilities

Trade creditors and other payables

Bank loans
Total current liabilities

Non-current liabilities

Deferred tax liabilities

AASB 132 accounting adjustment

Total non-current liabilities

Total liabilities

Net assets

Equity

Issued securities
AASB132 adjustment
Contributed equity
Asset revaluation reserve
Retained profits / (losses)
Minority interests

Total equity

MFG Pro-forma NPH Pro- Total Consolidated
as at 30 June forma as at 30 Adjustments Pro-forma
2007 June 2007 Balance Sheet as
at 30 June 2007
$M $M $M $M

56.5 7.4 (1.5) 62.4

2.5 10.7 (9.9) 3.3

59.0 18.1 (11.4) 65.7

0.0 0.0 48.9 48.9

423 48.7 (33.5) 57.5

8.0 0.2 0.0 8.2

50.3 48.9 154 114.6
109.3 67.0 4.0 180.3

(5.2) 0.7) 0.0 (5.9)

0.0 (7.5) 0.0 (7.5)
(5.2) (8.2) 0.0 (13.4)

0.0 (7.8) 7.0 (0.8)
(10.3) 0.0 3.4 (6.9)
(10.3) (7.8) 10.4 (7.7)
(15.5) (16.0) 10.4 (21.1)

93.8 51.0 14.4 159.2
109.4 28.5 34.3 172.2
(34.7) 0.0 3.4 (31.3)

74.7 28.5 37.7 140.9
(2.9) 8.2 (8.8) (3.5)

22.0 6.1 (6.3) 21.8

0.0 8.2 (8.2) 0.0
93.8 51.0 14.4 159.2
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3.5

Schedule of Capital Structure

(a) Current Security Structure

The impact on the current number of MFG Securities on issue is as follows:

@)

Where no NPH Second Options are exercised prior to completion of the

transaction.

Pre- Post-

acquisition Issued | Cancelled acquisition

(millions) (millions) | (millions) (millions)

MFG Ordinary Shares 112.3 52.3 (19.3) 145.3

MFG 2009 Options 28.3 -- (9.4) 18.9

MFG 2011 Options -- 6.2 -- 6.2

MFG 2016 Options -- 7.9 -- 7.9

MFG Class B Shares -- 10.2 -- 10.2
(i) Where all NPH Second Options are exercised prior to completion of the

transaction:

Pre- Post-

acquisition Issued | Cancelled acquisition

(millions) (millions) | (millions) (millions)

MFG Ordinary Shares 112.3 56.4 (19.3) 149.4

MFG 2009 Options 28.3 -- (9.4) 18.9

MFG 2011 Options -- - -- --

MFG 2016 Options -- 8.6 -- 8.6

MFG Class B Shares -- 10.2 -- 10.2

(b) Fully Diluted Share Capital
The impact of the acquisitions on the fully diluted share capital of MFG is as

follows:

Page 29




3.6

(i) Where no NPH Second Options are exercised prior to completion of the

transaction:

Pre-acquisition

Post-acquisition

Number of Securities (lliers) (e
Shares on issue 112.3 145.4
Exercise of MFG 2009 Options 28.3 18.9
Exercise of MFG 2011 Options 28.3 25.1
Exercise of MFG 2016 Options -- 7.9
Conversion of MFG Class B Shares") -- 10.2

Fully diluted share capital 168.9 207.5

() Based on the maximum conversion ratio and the share cap at 170 million MFG Ordinary Shares.

(i) Where all NPH Second Options are exercised prior to completion

of the transaction:

Pre-acquisition

Post-acquisition

Number of Securities (e (i)
Shares on issue 112.3 149.4
Exercise of MFG 2009 Options 28.3 18.9
Exercise of MFG 2011 Options 28.3 18.9
Exercise of MFG 2016 Options -- 8.7
Conversion of MFG Class B Shares") -- 10.2

Fully diluted share capital 168.9 206.0

() Based on the maximum conversion ratio and the share cap at 170 million MFG Ordinary Shares.

Sensitivity Analysis
(@) Alternative Offer Consideration

Under the terms of the offer, NPH option holders have the choice of:
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3.7

0] retaining their Second Options and receiving 3 MFG Secondary (2011)
Options; or

(i) exercising their Second Options (at a strike price of $1.30 per option) and
receiving 1.95 MFG Ordinary Shares and 0.33 MFG 1016 options.

The pro-forma financial data presented in sections 3.3 to 3.5 has been prepared on
the basis that no option holders will exercise their Second Options. If all option
holders do exercise their Second Options the impact on the pro-forma balance
sheet following the transaction will be as follows:

* an increase of $2.6m in cash and cash equivalents;
» adecrease of $0.4m in goodwill; and
* anincrease of $2.2m in issued capital.

(b) Value of MFG Securities Issued

An increase in 10c per share in the market value of MFG Ordinary Shares will
increase the goodwill and share capital issued each by $4.0 million. A decrease of
$10c per share in the market value of MFG shares will decrease goodwill and share
capital issued each by $4.0 million.

IMPACT ON MFG'S FINANCIAL PERFORMANCE

The 2007 Annual Report provided the following guidance for MFG's financial outlook for
2008:

"For the 2008 financial year we have budgeted for a loss after tax of similar magnitude to
the $2.8 million to $3.0 million loss that was forecast for 2007. This ignores the impact of
any Accounting Adjustment for the Secondary Options and is before the impact of any
performance fee that may be payable under the Management Services Agreement (MSA)
discussed below...

The budgeted total expenses for the business, including the base management fee under
the MSA, are approximately $15 million. Revenue assumptions in the budget include full
year investment management fees from Magellan Flagship Fund, our listed investment
company, interest income on our cash balance and modest investment management fees
from our new unlisted funds (Magellan Global Fund and Magellan Infrastructure Fund)
launched in July 2007. We believe it is realistic to assume that investment management
fees from the new unlisted funds will be modest in 2007/2008 as a whole and particularly
modest for the 6 months to 31 December 2007....."

The impact of the acquisitions on MFG’s financial outlook for 2008 as above (using the
basis of preparation set out in section 3.2, the adjustments set out in section 3.3 and the
assumptions set out in section 3.4) would be to increase budgeted total revenue by $0.3
million reduce the budgeted total expenses by $1.3 million and reduce the budgeted loss
after tax by $1.1 million.
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Independent Directors' Recommendation

4.1

Independent Directors' Recommendation

The Independent Directors (the MFG Directors other than Chris Mackay and Hamish
Douglass) unanimously recommend that you vote in favour of all the resolutions. Unless all
of the resolutions are passed the Proposal will not proceed. In recommending shareholders
vote in favour of all the resolutions the Independent Directors consider that:

(a)

(b)

(©)

the terms of the acquisition of the NPH Shares held by Mr Mackay are fair and
reasonable to the non-associated shareholders of MFG. This has been confirmed by
the Independent Expert. In arriving at this conclusion the Independent Directors
consider that the consideration being offered to Mr Mackay is worth less than the
value of his NPH Shares and/or NPH Second Options being acquired.;

the terms of the acquisition of Mr Douglass’ 40% interest in NPH Funds are fair
and reasonable to the non-associated shareholders of MFG. This has been
confirmed by the Independent Expert. In arriving at this conclusion the
Independent Director’s believe that consideration being offered to Mr Douglass is
worth less than the value of his 40% interest in NPH Funds and note that the
terms of the MFG Class B Shares are less favourable to Mr Douglass than his
economic interest in the Management Services Agreement because, among other
things:

(i) MFG Class B Shares do not confer entitlements to receive dividends,
whereas under the current arrangements NPH Funds could pay to its
shareholders (Midas Touch Investments and NPH) any base and
performance fees it receives under the MSA in the form of dividends.
Therefore under the terms of the acquisition of Mr. Douglass’ 40% interest
in NPH Funds, he will not receive, in the form of dividends, the benefit of
any base fees or any performance fees that may have been paid during
the term of the MSA; and

(ii) the conversion terms of the MFG Class B Shares into MFG Ordinary Shares
are based on 12 times the most recent base fee, whereas the MSA
termination fee is based on 12 times the most recent base fee and the
most recent performance fee (if any) that was paid. In addition, the
conversion terms are based on a cap on the issued capital of MFG of 170
million shares, whereas the termination fee in the MSA has no such cap;
and

acquiring NPH and NPH Funds and internalising the Management Services
Agreement will simplify the group structure and will facilitate the future
development of Magellan Financial Group.

In addition to the Independent Expert’s conclusion that the Proposal is fair and reasonable,
the Independent Directors have also considered additional benefits not specifically
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addressed by the Independent Expert accruing to MFG in recommending that you vote in
favour of all the resolutions.

The Independent Directors believe that the Independent Expert has assessed the value of
NPH and NPH Funds as stand alone entities and has not assessed their value as wholly-
owned subsidiaries of MFG. For example, the Independent Expert has deducted from the
value of NPH and NPH Funds capitalised corporate costs totalling $2.4 million and deferred
tax liabilities totalling $6.2 to $6.9 million, which will be effectively eliminated on
acquisition. In addition, the Independent Expert has not included in its valuation of NPH
and NPH Funds value for any franking credits that would be generated by NPH or NPH
Funds. The Independent Directors believe that that these franking credits are valuable to
MFG Ordinary Shareholders and will effectively be captured by MFG via the elimination of
the fees payable under the MSA.

RESOLUTIONS TO BE CONSIDERED AT THE MEETING

5.1

Resolution 1 — Acquisition of NPH Securities from Chris Mackay's controlled
entities as a result of acceptances of the takeover offers

(a) Background

Chris Mackay, the Deputy Chairman of MFG and therefore a related party of MFG,
currently holds NPH Shares and NPH First Options both directly and indirectly
through his controlled entities, Magellan Equities Pty Limited and Naumov Pty
Limited. If any of the NPH First Options held by Chris Mackay's investment
company, are exercised, 1 NPH Share and 1 NPH Second Option will be issued for
each NPH First Option exercised. However, Chris Mackay’s investment company,
Magellan Equities Pty. Limited, has irrevocably agreed to let lapse all of its
6,992,705 NPH First Options by not exercising them prior to their expiration on 31
December 2007. This commitment is subject to NPH's independent expert
determining that the Share Offer is fair and reasonable. It is a condition of the
Share Offer that Mr. Mackay’s investment company does not exercise any of the
6,992,705 First Options that it holds. An announcement will be made to the ASX on
or before 31 December 2007 as to whether this condition has been met.

If the condition is not met, Chris Mackay's investment company is free to exercise
its NPH First Options and in these circumstances a condition of the Share Offer will
have been triggered.

Pursuant to the Takeover Offers, MFG has offered to acquire all of the NPH Shares
and NPH Second Options, including those NPH Shares held by Chris Mackay both
directly and indirectly through his controlled entities. The NPH Shares constitute a
'substantial asset' within the meaning of ASX Listing Rule 10.1, on the basis that
their value exceeds the 'substantial asset' threshold of 5% of MFG's consolidated
equity interests, as shown in the 30 June 2007 accounts (namely, $69,449,000).
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(b)

()

Under ASX Listing Rule 10.1, MFG can only issue securities with a value in excess
of this threshold to a related party with approval by ordinary resolution of MFG
Ordinary Shareholders, excluding any person who is to receive shares and any
associates of that person.

Accordingly, approval is being sought for the acquisition by MFG of such NPH
Shares under the Takeover Offers.

Chris Mackay, Magellan Equities Pty Limited and Naumov Pty Limited and his
associates are excluded from voting on Resolution 1. The associates include
Hamish Douglass and his controlled entities.

Independent expert's report

ASX Listing Rule 10.10.2 requires this Notice of Meeting to include a report on the
acquisitions from an independent expert. The report must state whether the
acquisitions of NPH Shares from Chris Mackay and his controlled entities, if they
accept the Takeover Offers for those securities, are fair and reasonable to
Shareholders whose votes are not to be disregarded on Resolution 1.

Grant Thornton Corporate Finance Pty Limited has prepared an Independent
Expert's Report and has concluded that the terms of the acquisitions of NPH
Shares from Chris Mackay and his controlled entities are fair and reasonable to
MFG Ordinary Shareholders whose votes are not to be disregarded on Resolution
1. A copy of the Independent Expert's Report is attached as Annexure A to this
Notice of Meeting.

Directors' recommendation

Chris Mackay has a material personal interest in the outcome of Resolution 1 by
virtue of his holdings of NPH Shares and NPH First Options. Hamish Douglass has
a material personal interest in the outcome of Resolution 1 by virtue of his interest
in the outcome of Resolutions 2, 3 and 4, and the fact that those Resolutions are
conditional upon Resolution 1 being passed. The Independent Directors do not
have any material personal interest in the outcome of Resolution 1.

Each Independent Director recommends that Shareholders vote in favour of
Resolution 1 for the following reasons:

(i)  the expected benefits of the Proposal as described in section 4 above; and

(i) the opinion of Grant Thornton Corporate Finance Pty Limited, the
Independent Expert, that the acquisitions of the NPH securities held by
Chris Mackay and his controlled entities are fair and reasonable to MFG
Ordinary Shareholders whose votes on Resolution 1 are not to be
disregarded.
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5.2 Resolution 2 — Acquisition of 40% shareholding in NPH Funds from Midas Touch
Investments

(a)

(b)

(c)

Background

By reason of ASX Listing Rule 10.1, the acquisition or disposal by MFG of a
'substantial asset' to or from a related party requires the approval by ordinary
resolution of MFG Ordinary Shareholders, excluding any MFG Ordinary Shareholder
who is a party to the transaction and any associates of that party.

The acquisition by MFG of the 40% shareholding in NPH Funds shares from Midas
Touch Investments under the Share Purchase Agreement needs to be approved by
MFG Ordinary Shareholders by ordinary resolution under ASX Listing Rule 10.1, on
the basis that Midas Touch Investments, a controlled entity of Hamish Douglass, is
a related party of MFG and the value of the 40% shareholding in NPH Funds
exceeds the 'substantial asset' threshold of 5% of MFG consolidated equity
interests (as shown in the 30 June 2007 accounts).

Midas Touch Investments and its associates are excluded from voting on
Resolution 2. The associates include Hamish Douglass, Chris Mackay and their
respective controlled entities.

Details of the Share Purchase Agreement are set out in section 1.4 above.
Independent expert's report

ASX Listing Rule 10.10.2 requires this Notice of Meeting to include an independent
expert's report on the acquisition of the NPH Funds shares. Grant Thornton
Corporate Finance Pty Limited has prepared the Independent Expert's Report and
has concluded that the terms of the acquisition of the NPH Funds shares are fair
and reasonable to MFG Ordinary Shareholders whose votes are not to be
disregarded on Resolution 2. A copy of the Independent Expert's Report is
attached as Annexure A to this Notice of Meeting.

Directors' recommendation

Hamish Douglass (Chairman of MFG) has a material personal interest in the
outcome of Resolution 2 by virtue of his controlling interest in Midas Touch
Investments. Chris Mackay has a material personal interest in the outcome of
Resolution 2 by virtue of his interest in the outcome of Resolution 1, and the fact
that Resolution 1 is conditional upon Resolution 2 being passed. The Independent
Directors do not have any material personal interest in the outcome of

Resolution 2.

Each Independent Director recommends that MFG Ordinary Shareholders vote in
favour of Resolution 2 for the following reasons:

(i) the expected benefits of the Proposal as described in section 4 above; and

(i) the opinion of Grant Thornton Corporate Finance Pty Limited, the
independent expert, that the acquisition of the NPH Funds shares is fair and
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reasonable to MFG Ordinary Shareholders whose votes on Resolution 2 are
not to be disregarded.

5.3 Resolution 3 — Issue of Shares to Midas Touch Investments

(a)

(b)

Background

By reason of ASX Listing Rule 10.11, MFG can only issue securities to a related
party with approval by ordinary resolution of MFG Ordinary Shareholders,
excluding any person who is to receive shares and any associates of that person.

As consideration for the acquisition of NPH Funds shares from Midas Touch
Investments under the Share Purchase Agreement, MFG will issue MFG Ordinary
Shares and MFG Class B Shares to Midas Touch Investments. The number of
shares to be issued and the terms of the MFG Class B Shares are described in
section 1.4 of this Explanatory Memorandum and Annexure C. As Midas Touch
Investments is a related party of MFG, the issue of these shares needs to be
approved by ordinary resolution of MFG Ordinary Shareholders.

Midas Touch Investments and its associates are excluded from voting on
Resolution 3. The associates include Hamish Douglass, Chris Mackay and their
respective controlled entities.

Details of the Share Purchase Agreement are set out in section 1.4 above.
Additional information

ASX Listing Rule 10.13 sets out a number of matters which must be included in a
notice of meeting proposing an approval under ASX Listing Rule 10.11. For the
purposes of the ASX Listing Rule 10.13, the following information is provided in
relation to Resolution 3.

Information required Details

ASX LR 10.13.1

Name of the person who is to receive Midas Touch Investments
MFG securities

ASX LR 10.13.2

Maximum number of MFG securities to | 5,844,799 MFG Ordinary Shares and 10,200,000 Class
be issued to the person (if known) or B Shares (see section 1.4 above)

the formula for calculating the number
of securities to be issued

ASX LR 10.13.3

Date by which MFG will issue the Within 15 months after the date of the Meeting.
securities, which must not be more
than 1 month after the date of the
shareholders' meeting

ASX has waived ASX LR 10.13.3 to permit this Notice
of Meeting to include a date by which MFG must issue
the securities which is more than 1 month after the
date of the meeting, provided that this Notice of
Meeting states that the securities will be issued within

15 months of the date of the Meeting.
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()

(d)

Information required

Details

ASX LR 10.13.4

If the person is not a Director,
statement of the relationship between

Midas Touch Investments is controlled by Hamish
Douglass (Chairman of MFG).

the person and the Director that
requires the approval to be obtained.

ASX LR 10.13.5

The issue price of the securities and a
statement of the terms of issue

MFG Ordinary Shares: The MFG Ordinary Shares do
not have an issue price as they are part consideration
for the transfer of the 40% shareholding in NPH
Funds. However, as set out in section 1.4 above, for
the purposes of determining the number of MFG
Ordinary Shares to be issued, a value of $1.73 per
MFG Ordinary Share has been assumed.

The MFG Ordinary Shares will rank equally with
existing MFG Ordinary Shares.

MFG Class B Shares: The MFG Class B Shares do not
have an issue price as they are part consideration for
the transfer of the 40% shareholding in NPH Funds.
The terms of issue set out in Annexure B and
summarised in section 1.4 above.

ASX LR 10.13.6

A voting exclusion statement See Explanatory Notes above to Notice of Meeting.

ASX LR 10.13.6A

Intended use of the funds raised. MFG will not be raising any funds from the issue of
MFG Ordinary Shares and MFG Class B Shares to
Midas Touch Investments, as these securities will be
issued in consideration for the acquisition of shares in

NPH Funds.

Independent expert's report

ASX Listing Rule 10.10.2 requires this Notice of Meeting to include an independent
expert's report on the issue of the MFG Ordinary Shares and MFG Class B Shares to
Midas Touch Investments. Grant Thornton Corporate Finance Pty Limited has
prepared the Independent Expert's Report and has concluded that the terms of the
share issues to Midas Touch Investments are fair and reasonable to MFG Ordinary
Shareholders whose votes are not to be disregarded on Resolution 3. A copy of
the Independent Expert's Report is attached as Annexure A to this Notice of
Meeting.

Directors' recommendation

Hamish Douglass (Chairman of MFG) has a material personal interest in the
outcome of Resolution 3 by virtue of his controlling interest in Midas Touch
Investments. Chris Mackay has a material personal interest in the outcome of
Resolution 3 by virtue of his interest in the outcome of Resolution 1, and the fact
that Resolution 1 is conditional upon Resolution 3 being passed. The Independent
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5.5

Directors do not have any material personal interest in the outcome of
Resolution 3.

Each Independent Director recommends that MFG Ordinary Shareholders vote in
favour of Resolution 3 for the following reasons:

Q)] the expected benefits of the Proposal as described in section 4 above; and

(i)  the opinion of Grant Thornton Corporate Finance Pty Limited, the
independent expert, that the issues of the securities are fair and reasonable
to MFG Ordinary Shareholders whose votes on Resolution 3 are not to be
disregarded.

Resolution 4 — Amendment of MFG Constitution to include Class B Share terms
of issue

(a)

(b)

()

Background

The 10,200,000 MFG Class B Shares that are being offered as part consideration
for the acquisition by MFG of NPH Funds shares held by Midas Touch Investments
under the Share Purchase Agreement are a new class of shares. The MFG Class B
Shares have been structured to exclude any compensation for possible
performance fees under the MSA.

Their terms of issue are set out in Annexure C.
Issue of MFG Class B Shares

Shareholder approval is being sought to amend MFG’s Constitution to permit the
issue of the MFG Class B Shares and to include their terms as part of the
Constitution.

Directors' recommendation

Each Director recommends that MFG Ordinary Shareholders vote in favour of
Resolution 4 because of the expected benefits of the Proposal as described in
section 4 above.

Resolution 5 — Consolidation or subdivision of MFG Class B Shares

(a)

Background

The 10,2000,000 MFG Class B Shares that are being offered as part consideration
for the acquisition by MFG of NPH Funds shares held by Midas Touch Investments
under the Share Purchase Agreement are a new class of shares, being neither
ordinary shares or preference shares. The MFG Class B Shares have been
structured to exclude any compensation for possible performance fees under the
MSA.

Their terms of issue are set out in Annexure C.
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(b)

()

(d)

Conversion into MFG Ordinary Shares

The 10,200,000 MFG Class B Shares can, in accordance with their terms of issue,
be converted into a maximum of 10,200,000 MFG Ordinary Shares, depending on
the number of MFG Ordinary Shares on issue at the relevant time.

Adjustment of humber of shares on conversion

If the number of MFG Ordinary Shares on issue at the relevant time is less than
170,000,000, the 10,200,000 MFG Class B Shares will convert into less than
10,200,000 MFG Ordinary Shares, meaning that the conversion ratio not be 1:1.
To provide for a 1:1 conversion ratio in that circumstance, the terms of issue
provide that, immediately before 12.01 am on the day of conversion of any MFG
Class B Shares, those MFG Class B Shares are automatically consolidated.

Under section 254H of the Corporations Act, a company may only convert all or
any of its shares into a larger number of shares (a subdivision) or a smaller
number of shares (a consolidation) by resolution passed at a general meeting. The
consolidation takes effect on the day the resolution is passed or on a later date
specified in the resolution. Accordingly, the approval of MFG Ordinary
Shareholders is being sought under section 254H for any consolidation or
subdivision which occurs each time MFG Class B Shares are converted into MFG
Ordinary Shares.

Directors' recommendation

Each Independent Director recommends that MFG Ordinary Shareholders vote in
favour of Resolution 5 because of the expected benefits of the Proposal as
described in section 4 above.

5.6 Resolution 6 — Selective reduction of capital

(a)

Background

Section 259D(1) of the Corporations Act provides that if a company obtains control
of an entity that holds shares in the company, then within 12 months after it
occurs either the entity must cease to hold the shares or the company must cease
to control the entity.

As at the date of this Notice of Meeting:

Q)] NPH holds 6,696,651 MFG Ordinary Shares (approximately 6% of all the
MFG Ordinary Shares) and 3,069,666 MFG 2009 Options; and

(i) NPH Funds (a 60%-owned subsidiary of NPH) holds 12,606,006 Ordinary
Shares (approximately 12% of all the MFG Ordinary Shares) and 6,300,601
MFG 2009 Options.

If, as a result of the Takeover Offers, MFG acquires more than 50% of the NPH
Shares, MFG will control NPH and each of its subsidiaries (including NPH Funds)
and section 259D(1) will therefore apply. To comply with section 259D(1), MFG
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(b)

()

intends for NPH and NPH Funds to cease holding MFG Ordinary Shares within 12
months after MFG obtains control of NPH and NPH Funds.

If MFG obtains control of NPH and each of its subsidiaries (including NPH Funds),
MFG also intends to cancel the MFG 2009 Options and any MFG 2011 Options held
by NPH and NPH Funds.

Selective reduction proposal

One of the ways by which MFG can comply with section 259D(1) is to cancel the
MFG Ordinary Shares held by NPH and NPH Funds by way of a selective reduction.
By reason of section 259D(1), the cancellation would need to occur no later than
12 months after MFG obtains control of NPH and NPH Funds.

By reason of section 256C(2) of the Corporations Act, any selective reduction
involving a cancellation of shares must be approved by:

(i) a special resolution passed at a general meeting of the company, with no
votes being cast in favour of the resolution by any person who is to receive
consideration as part of the reduction or by their associates; and

(i)  a special resolution passed at a meeting of the shareholders whose shares
are to be cancelled.

Resolution 6 is the special resolution referred to in paragraph (i) above. As itis
proposed that the MFG Ordinary Shares held by NPH and NPH Funds be cancelled,
NPH and NPH Funds are not prevented from voting in favour of the resolution.
The cancellation will only occur if NPH and NPH Funds have become wholly-owned
subsidiaries of MFG.

The special resolution referred to in paragraph (ii) above will be put to a separate
meeting at which only NPH and NPH Funds (which at the relevant time would be
wholly owned subsidiaries of MFG) is entitled to attend and vote. For that
purpose, a separate notice of meeting will be sent to NPH and NPH Funds and a
copy of it will be lodged with ASIC and released to ASX. That separate meeting
will occur immediately after the conclusion of the Extraordinary General Meeting.

Approval of these two resolutions will authorise MFG to undertake the selective
reduction, but does not oblige MFG to do so. It is possible that MFG will instead
elect to comply with section 259D(1) by other means, eg. by way of a selective
buy-back (see Resolution 7 below) or on-market sale. The reason for seeking
approval for both a selective reduction and buy-back is to provide MFG with
maximum flexibility in complying with section 259D(1) of the Corporations Act.

Additional information

As the MFG Ordinary Shares held by NPH and NPH Funds would be cancelled for
fair consideration, as required by Australian Accounting Standards, the selective

reduction will have no impact on MFG's reported profits. The cancellation of MFG
Ordinary Shares will reduce the number of MFG Ordinary Shares on issue and

Page 40



(d)

increase each MFG Ordinary Shareholder's proportionate holdings of MFG Ordinary
Shares. However, the Directors do not believe this will have a material impact on
the control of MFG.

The cancellation will not materially prejudice MFG's ability to pay its creditors.
Other relevant information

The Directors consider that there is no other information known to MFG that is
material to the decision as to how to vote on Resolution 6, except information
which it would be unreasonable to require MFG to disclose because MFG has
previously disclosed that information to MFG Ordinary Shareholders.

Directors' recommendation

Each Independent Director recommends that MFG Ordinary Shareholders vote in
favour of Resolution 6.

5.7 Resolution 7 — Selective buy back of MFG Shares

(a)

Selective buy-back proposal

Another means by which MFG can comply with section 259D(1) (see Resolution 6
above) is to buy-back the MFG Ordinary Shares held by NPH and NPH Funds. This
would be a selective buy-back because MFG will offer to buy-back MFG Ordinary
Shares held by NPH and NPH Funds only.

By reason of section 257D(1) of the Corporations Act, the terms of a buy-back
agreement for a selective buy-back must be approved before it is entered into by a
special resolution passed at a general meeting of the company, with no votes
being cast in favour of the resolution by any person whose shares are proposed to
be bought-back or by their associates. Alternatively, the agreement must be
conditional on such approval.

The approval of MFG Shareholders is sought to offer to buy-back the MFG Ordinary
Shares held by NPH and NPH Funds for a fair consideration, as required by
Australian Accounting Standards, and, if those offers are accepted, to enter into
buy-back agreements on the terms set out in Annexure D to this Notice of
Meeting.

The requirement that any buy-back agreement be entered into, and for any buy-
back pursuant to that agreement to occur, within 12 months after the date of the
approval has been included to reflect ASIC policy regarding shareholder approvals
for buy-backs — see ASIC Regulatory Guide 110. By reason of section 259D(1),
any buy-back would need to occur no later than 12 months after MFG obtains
control of NPH and NPH Funds.

Approval of Resolution 8 will authorise MFG to proceed with a buy-back of shares,
but will not oblige MFG to do so. It is possible that MFG will elect to comply with
section 259D(1) by alternative means, eg. by way of a selective reduction of
capital (see Resolution 6) or on-market sale.
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(b) Prescribed information

The following information is provided as required by ASIC policy regarding share
buy-backs — see ASIC Regulatory Guide 110.

(i) Number of shares on issue

As at 21 December, 2007 (the last practicable date prior to the publication
of this Notice of Meeting), MFG had 112,315,981 MFG Ordinary Shares on
issue.

(i) Quantity of shares to be bought back

Resolution 7, if passed, authorises MFG to buy-back any or all of the MFG
Ordinary Shares held by NPH and NPH Funds.

As at the date of this Notice of Meeting:

(A) NPH holds 6,696,651 MFG Ordinary Shares (approximately 6% of
all the MFG Ordinary Shares); and

(B) NPH Funds (a 60%-owned subsidiary of NPH) holds 12,606,006
Ordinary Shares (approximately 12% of all the MFG Ordinary
Shares).

(iii) Terms of buy-back

The terms of any buy-back agreement with NPH and NPH Funds are set
out in Annexure D to this Notice of Meeting.

(iv) Offer price

The purchase price to be offered for each MFG Ordinary Share held by
NPH and NPH Funds will be equal to their fair market purchase cost.

(v) Reasons for buy-back
See paragraph (a) above.

(vi) Interests of directors who may participate in buy-back
None of the Directors can participate in the buy-back.

(vii) Financial effect of buy-back on MFG

The buy-back will not have any impact on MFG’s reported profitability and
will not affect MFG’s cash or debt position on a consolidated basis.

All shares bought-back will be cancelled, thus reducing MFG's issued share
capital.

MFG's ability to pay its creditors will not be materially prejudiced by MFG
undertaking the buy-back.

(viii) Advantages and disadvantages of buy-back

The cancellation of MFG Ordinary Shares will reduce the number of MFG
Ordinary Shares on issue and increase each MFG Ordinary Shareholder's
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proportionate holdings of MFG Ordinary Shares. However, the Directors do
not believe this will have a material impact on the control of MFG.

In addition, the Directors do not believe that the buy-back poses any
disadvantages to MFG Ordinary Shareholders.

(ix) Financial statements

The most recent set of audited financial statements for MFG was for the
financial year ending 30 June 2007. Those financial statements were
contained in the 2007 Annual Report provided or made available to
Shareholders. The 2007 Annual Report is available for viewing online at
www.magellangroup.com.au.

MFG will provide to any of its Shareholders upon a requires a printed copy
of the 2007 Annual Report upon request.

(x) Share price

The closing price of MFG Ordinary Shares on 21 November, 2007 being the
last practicable date prior to publication of this Notice of Meeting, was
$1.52.

(xi) Other relevant information

The Directors consider that there is no other information known to MFG
that is material to the decision as to how to vote on Resolution 7, except
information which it would be unreasonable to require MFG to disclose
because MFG has previously disclosed that information to MFG Ordinary
Shareholders.

(c) Directors' recommendation

Each Independent Director recommends that MFG Ordinary Shareholders vote in
favour of Resolution 7.
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GLOSSARY

ASIC means the Australian Securities & Investments Commission.

ASX means ASX Limited (ABN 98 008 624 691) or, as the context requires, the financial market
operated by it.

ASX Listing Rules means the listing rules of ASX.

Bidder's Statement means the Bidder's Statement of MFG dated 20 December 2007 in relation
to the Takeover Offers, as may be supplemented or replaced from time to time.

Corporations Act means the Corporations Act 2001 (Cth) and accompanying regulations, each as
amended from time to time.

Directors means the directors of MFG from time to time and Director means any one of them.

EGM or Meeting means the Extraordinary General Meeting of MFG to be held on 29 January,
2008 at 4.00 pm.

Independent Directors means Naomi Milgrom, Paul Lewis and Brett Cairns (ie. all Directors
other than Hamish Douglass and Chris Mackay).

Independent Expertor Grant Thornton means Grant Thornton Corporate Finance Pty Limited
(ABN 59 003 265 987).

Independent Expert’s Report means the report prepared by the Independent Expert, as set out
in Annexure A.

Internalisation Proposal means, following the acquisition of 100% of the NPH Shares and NPH
Second Options, the internalisation of the MSA to be achieved by MFG acquiring the 40%
shareholding in NPH Funds held by Midas Touch Investments.

MAM means Magellan Asset Management Limited (ACN 120 593 946).
MFF means Magellan Flagship Fund Limited (ABN 32 121 977 884).
MFG means Magellan Financial Group Limited (ABN 59 108 437 592).

MFG 2009 Option means an option issued by MFG pursuant to its Explanatory Memorandum
dated 13 October 2006 or the Entitlements Offer and Priority Offers Prospectus dated 5 April 2007
to subscribe for an MFG Ordinary Share at $1.20, where such option has an expiry date of 30 June
2009. Upon exercise of a MFG 2009 Option, the holder will also be issued a MFG 2011 Option.

MFG 2011 Option means an option to subscribe for a MFG Ordinary Share at $1.30, where such
option has an expiry date of 30 June 2011 and is issued by MFG either:

(a) upon the exercise of a MFG 2009 Option; or

(b) as consideration under the Options Offer,
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and having the terms of issue set out in Annexure A of the Bidder’s Statement.

MFG 2016 Option means an option to subscribe for a MFG Ordinary Share at $3.00, where such
option has an expiry date of 30 June 2016 and is issued by MFG as consideration under the
Options Offer, and having the terms of issue set out in Annexure B of the Bidder’s Statement.

MFG Class B Share means a class B share in MFG, to be issued as consideration under the
Internalisation Proposal and having the terms of issue set out in Annexure C.

MFG Group means MFG and its subsidiaries.
MFG Ordinary Share means a fully paid ordinary share issued in the capital of MFG.

MFG Ordinary Shareholder means a person registered in the register of shareholders of MFG as
a holder of MFG Ordinary Shares.

Midas Touch Investments means Midas Touch Investments Pty. Ltd. (ABN 19 079 087 031), a
company controlled by Hamish Douglass, the Chairman of MFG.

MSA means Management Services Agreement dated 21 November 2006 between MFG and NPH
Funds.

Notice of Meeting means this booklet, comprising the Chairman's letter, the Notice of
Extraordinary General Meeting, the Annexures (including the Independent Expert’s Report) and the
accompanying proxy form.

NPH means New Privateer Holdings Limited (ABN 83 006 106 690).

NPH First Option means an option to subscribe for a NPH Share exercisable at $1.25 during the
months of June and December each year until 31 December 2007, such option having been issued
pursuant to NPH’s Renounceable Rights Issue and Public Offer Prospectus dated 2 May 2006.
Upon exercise of a NPH First Option, the holder will also be issued a NPH Second Option.

NPH Funds means NPH Funds Pty Limited (ABN 25 120 592 672).

NPH Second Option means an option to subscribe for a NPH Share exercisable at $1.30 during
the months of June and December each year until 31 December 2010, such option being issued
upon the exercise of a NPH First Option and having the terms set out in NPH's Renounceable
Rights Issue and Public Offer Prospectus dated 2 May 2006.

NPH Second Optionholder means a person registered as a holder of NPH Second Options.
NPH Share means a fully paid ordinary share issued in the capital of NPH.

NPH Shareholder means a person registered in the register of shareholders of NPH as a holder
of NPH Shares.

Options Offer means the offer by MFG to acquire all of the NPH Second Options, as set out in the
Bidder’s Statement.

Proposal means the Takeover Offers and Internalisation Proposal, or either of them, as
applicable.

Resolutions means the resolutions to be put to MFG Ordinary Shareholders at the EGM, as set
out in Notice of Extraordinary General Meeting.
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Share Offer means the offer by MFG to acquire all of the NPH Shares, as set out in the Bidder’s
Statement.

Share Purchase Agreement means the share purchase agreement dated 20 November 2007
between MFG and Midas Touch Investments in relation to the Internalisation Proposal.

Takeover Offers means the Share Offer and the Options Offer.

VWAP means, in relation to a security in a class of securities, the volume weighted average sale
price of a security in that class in the ordinary course of trading on ASX (excluding special
crossings, overnight trades and exchange traded option exercises) as traded on ASX over a period
of time immediately preceding, but not including, a given date.
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ANNEXURE A - INDEPENDENT EXPERT'S REPORT

e e Grant Thornton &

The Directors

Magellan Financial Group Linuted
Level |

1 Castlereagh Street

Svydney NSW 2000

21 December 2007
Dear Sirs

MAGELLAN FINANCIAL GROUP LIMITED
INDEPENDENT EXPERT’'S REPORT

INTRODUCTION

On 3 October 2007, Magellan Financial Group Limited (“MFG”) announced a proposal to
acquire all 1ssued secuntes in New Povateer Holdings Linuted (“NPH") by wav of off-market
takeover offers (the “Omginal NPH Offers) and the internalisation of the management services

agreement (the “MSA”) between MFG and NPH Fuads Pry Limited (“"INPH Funds™).

However, on 10 December 2007, MFG and NPH jointly announced a revised and final
proposal in respect of MFG's offers for all NPH Shares and NPH Second Options (the
“Revised NPH Offers”). The Onginal NPH Offers have been withdrawn, with the consent of
the Australian Securities and Investments Commission (“ASIC™).

As a part of the Revised NPH Offers and the internalisaton of the MSA, MFG has proposed to
acquire:

®  Chrs Mackay's interests in NPH (the “Proposed Acquisition of Mackay’s Interests in
NPH”). Mr Mackay's investment company owns 7,900,561 NPH Shares and 6,992,705
NPH First Options which 1s equivalent to approxmately 36% of the total issued NPH
Shares and apprommately 35% on a fully diluted basis.

Mr Mackay has srrevocably agreed to let lapse all of its NPH First Options by not
exercising them prior to their expiraton on 31 December 2007, When a NPH First
Opton 15 exercised, the holder will be issued with one NPH Share and one NPH
Second Option. Accordingly, Mr Mackay's investment company 1s effectively letting
lapse 15,985,410 options as the NPH Second Options will not be 1ssued if NPH Fuirst
Options lapse.

As a result, if the Proposed Acquusition of Mackay's Interests in NPH proceeds. MFG
will 1ssue to Mr Mackay 15,406,094 MFG Shares and 2,607,185 MFG 2016 Options,

based on the 7,200,561 NPH Shares owned by Mr Mackay's investment company; and
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* Ar Douglass’ interest tn NPH Funds (the “Proposed Acqusition of Douglass’ Interest
i NPH Funds”) at a consideration of 3,844,799 MFG Shares and 10,200,000 MFG
Class B Shares. Mr Douglass owns 40% equity interest in NPH Funds, with NPH
owning the remaining 60%.

We refer to the above proposed transactions as the “Proposed Transactions”.

If the Proposed Transactions are approved and the Revised NPH Offers are successful:
*  MFG will wholly own NFH and NFH Funds;
*  the mternalisation of the MSA will be complete;

®  Mlessrs Douglass and Mackay will become emplovees of Magellan Asset Management
Limited (“MAMT), & whelly owned subsidiary of MFG; and

o  MFG will issue securities as consideration for the Revised NPH Offers and the
Proposed Transactions.

PURPOSE OF THE REPORT

Messrs Douglass and Mackay are associates in relation to MFEG for the purposes of the
Corporations Act, 2001 (“Corporations Act”). The potential values in Mr Mackay's interests
NPH and Mr Douglass interest in NPH Funds each exceeds 3% of MFG's last reported net
assets. As a result, the Proposed Acquisitions require the approval by the non-associated

sharehelders of MFG under ASX Listing Rule 10.1.

The Independent Directors of MFG have engaged Grant Thornton Corporate Finance Pty
Limited (“Grant Thornton Corporate Fiance”) to prepare an independent expert’s report as to
whether:

o the Proposed Acquisition of Mackay's Interests in NPH is fair and reasonable to the
non-associated shareholders of MFG; and

* the Proposed Acquisition of Douglass’ Interest in NPH Funds is fair and reasonable to
the non-associated shareholders of MFG.

Qur report is to be read in conjuaction with the Notice of Extraordinary General Meeting and
Explanatory Memorandum which will be despatched by MFG in due course and which will
melude this report, and 1s prepared for the exclusive purpose of assisting the non-associated
shareholders of MFG in their consideraton of the Proposed Transactions referred to above.

Thus report should not be used for any other purpose.

Grant Thornton Corporate Finance has not provided an opinion to security holders of NPH.

Grant Thornton & 2
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SUMMARY OF OPINION

Grant Thornton Corporate Finance has concluded that the Proposed Acquisition of
Mackay’s Interests in NPH is fair and reasonable to the non-associated shareholders of
MFG.

In thus regard we note that:

e the value of the interest in NPH owned by Mr Mackay’s investment company is higher
than the consideration offered by MFG. MFG 1s effectrvely acquiring the NPH First
Options owned by Mr Mackay’s mnvestment company at nil consideration;

®  our assessed value of Mr Mackay's investment company’s interests in NPH 1s in the
range of $26.2 million to 529.4 million, which is calculated on a fully diluted basis as if
Mr Mackay’s investment company has exercised all its NPH First Options and NPH
Second Options (issued as a result of exercising the NPH Farst Options);

®  our assessed value of the consideration offered by MFG for each NPH Share, which
comprises of 1.95 MFG Shares which we have valued at 51.35 to $1.65 per share and
0.33 MFG 2016 Options which we have valued at $0.33 to $0.37 per option;

®  the total value of the consideration recervable by Mr Mackay's investment company of
$24.7 million to $26.4 million, which is based on the 7.9 million NPH Shares owned by
M Mackay’'s investment company. Mr Mackay’s mvestment company is effectively
recerving nil consideration for the NPH First Options that it owns; and

®  the consideration offered to Mr Mackay is consistent with that being offered to other
NPH Shareholders, who will participate in the Revised NPH Offers on an arm’s length
basis. Mr Mackav's decision of letting lapse all NPH options will reduce the dilution of
MFG Shareholders.

Grant Thornton & 3
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We set out below our assessed value of the interest in NPH owned by Mr Mackay’s investment
company and the consideration offered:

Figure 1: Assessment of fairness

Low High ")

‘alue of the consideration offered
Number of MFG Shares ('000) 15,408 15,406
Assessed value per MFG Share (3) 1.55 1.65
Subtotal ($'000) 23,879 25420
Mumber of MFG 2016 Options {million) 2,607 2,607
Assessed value per MFG 2018 Option (5) 0.33 0.37
Subtotal ($'000) 8e0 965
Total valus of consideration (3'000) 24 735 26,385
Walue of Mr Mackay's interests in NPH (5'000) 26,159 20,442

Source: Calenlarions
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Grant Thornton Corporate Finance has concluded that the Proposed Acquisition of
Douglass’ Interests in NPH Funds is fair and reasonable to the non-associated
shareholders of MFG.

In this regard we note that our assessed value of the 40% equity interest in NFH Funds held by
Mr Douglass of $21.6 mullion to $25.3 nullion is above the total value of the consideration
offered by MFG (comprises of MFG Shares and MFG Class B Shares) of 315.0 million to $18.1
mullion.

Grant Thornton &
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We set out below our assessed value of the mterest in NPH Funds owned by Mr Douglass and
the consideration offered:

Figure 2: Assessment of fairness

Low High

Walue of consideration offered
Number of MFG Shares ('000) 5,845 5,845
Assessed value per MFG Share (8) 1.55 1.65
Assessed value of MFG Shares (3'000) 9,059 9644
Assessed value of MFG Class B Shares (3'000) 5,630 8470
Total value of consideration offered (3'000) 14,988 18,114
Walue of 40% interest in NPH Funds held by Douglass (3'000) 21,635 25 330

Source: Calenlarions

In arriving at our conclusions, Grant Thornton Corporate Finance has also considered other
qualitatve factors, mcluding:

* the financial interests of Messrs Douglass and Mackay will be better aligned with MFG
Shareholders as a whole and with non-associated shareholders;

e MFG Shareholders will diversify their investments into the investment portfolio held by
NPH and NPH Funds. MFG Shareholders will be exposed to the risks of passive
mvestments 11 listed and unlisted compames. However, we note that MFG
management intend to review the acquired investment portfolio;

® the Proposed Transactions are wital steps in the Revised NPH Offers and the
internalisation of the MSA;

* at the completion of the Proposed Transactions, Messrs Douglass and Mackay will
become employees of MAM with their salaries and bonuses lower than the potential
fees pavable by MFG under the MSA. In additon, Messrs Douglass and Mackay have
agreed to re-commut to their current exclustmty with MFEG untd at least | July 2012,
The exclusivity agreement restricts them from mvesting in a funds management
business within Australia and New Zealand;

e i the Proposed Transactions are completed, the shareholding in MFG of the exsting
MFG shareholders (other than Mr Mackay, Mr Douglass and NPH) will be diluted
form approximately 82% to approximately 63%; and

e the liquidity of MFG Shares will increase as a result of the Revised NPH Offers.
However, some of the NPH Shareholders may choose to dispose of their MFG Shares.
Thus may affect the short-term market prices of MEG Shares.

w

Grant Thornton &
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OTHER MATTERS

Grant Thernton Corporate Fmance has prepared a Financial Services Guide in accordance with
the Corporations Act. The Financial Services Guide 15 included in Appendix B of this report.

The decision as to whether or not to approve the Proposed Transactions 1s a matter for each
shareholder of MFG based on their own views of value of MFG and expectations about future
market condinons, MFG's performance, nisk profile and investment strategy. If the shareholders
are in doubt about the action they should take in relation to the Proposed Transactions, they
should seek their own professional advice.

Yours farthfully
GRANT THOENTON CORPORATE FINANCE PTY LTD

S M

SCOTT GRIFFIN NEIL COOKE
Director Director
Grant Thornton % 6
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1 OUTLINE OF THE PROPOSED TRANSACTIONS
11  The Original NPH Offers

On 5 October 2007, Magellan Finaneial Group Limuted (“MFG” or the “Company”) announced
a proposal to acquire all of the shares and options in New Privateer Holdings Limited (“NPH”)
by way of an off-market takeover under the Corporations Act, 2001 (“Corporations Act’™)
(referred to as the “Onginal NPH Offers”™) and, :f those offers were successful, to complete the
internalisation of the existing management services agreement (the “MSA”) between MFG and
INPH Funds Pty Limited (“INPH Funds”) through the acquisition of the 40% shareholding in
INPH Funds held by an eatity owned by Hamush Douglass, a shareholder and director of both
MFEG and NPH Funds.

Under the existing terms of the MSA between MFG and NPH Funds, MFG is required to pay
INPH Funds a quarterly base fee calculated by reference to the market capitalisation of MFG
(“Services Fee”) and annual performance fees calculated be reference to total shareholder return
to MFG Shareholders over the relevant peniod (“Performance Fees”). Essentially the retum to
MFEG Shareholders is the increase in market capitalisation of MFG over the peniod plus
didends and other entitlements over the peniod less any new capital raised dunng the pernod.

Chris Mackay, the Deputy Chairman of MFG, has, through lis investment company, an
approximately 36% shareholding in NPH (equrralent to 55% on a fully diluted basis).

The Bidder’s Statement in relation to the Origmal NPH Offers was lodged by MFG with the
Australian Securities and Investments Comumssion (“ASIC”) on 21 November 2007 (the
“Qrginal Bidder’s Statement”).

The Omnginal NPH Offers were subject to a number of conditions, including a minimum
acceptance of 90%.

Under the Original NPH Offers, the consideration offered by MFG for every NPH Share
comprised the following three alternatives:

¢ 1.1 MFG Ordinary Shares plus 1 MFG Class A Preference Share; or

o  0.65MFG Ordinary Shares plus | share in the Magellan Flagstup Fund Limited (“MFE”)
plus 1 MEG Class A Preference Share; or

e  either of the above two alternatives, but in each case without the 1 MFG Class
Preference Share.

The Class A Preference Shares are intended to fully compensate NPH Shareholders for the
effective ‘look through’ economic interest which theiwr NPH Shares provide them under the
MSA.

INPH Furst Options have an exercise price of $1.25 and expire on 31 December 2007. On
exercise of a NPH First Option, the holder s 1ssued with one NPH Share and one NPH Second
Option. NPH Second Options have an exercise price of 51.30 and expire on 31 December 2010.
MFEG indicated that the Onginal NPH Offers included the NPH Second Options but did not
include NPH First Options. However, 1if NPH First Options were exercised on or before expiry,
the new INPH Shares 1ssued as a result of the exercise could participate in the NPH Offers. The
Orzganal NPH Offers also extended to the NPH Shares 1ssued as a result of exercising NPH
Second Opuons.

Grant Thornton % 9
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The consideration offered by MFG for every NPH Second Option was either:
o 3 MFG 2011 Options; ot
e 1 MFG 2011 Option.

Mr Mackay has indicated his intention to exercise the NPH First Options that his investment
company owned and it was lis intention to accept:

e (.65 MFG Shares plus | MFF Share as consideration for every NPH Share owned; and

o | MFG 2011 Option as consideraton for every NPH Second Option owned.

The Mr Mackay has elected not to receive any MFG Class A Preference Shares which were
tended to murror the econonuc benefits of the MSA. The consideration elected by Mr Mackay
company was inferior to other alternatives available to NPH Shareholders.

MFG 15 an Australian-based specialist funds management group listed on the Australian
Securities Exchange Limuted (“ASX”) with a market capitalisation of approximately $180 million
as at 19 December 2007,

NPH 15 a listed investment holding company with a market caprtalisation of approzimately $66
million as at 19 December 2007. NPH helds a 60% equity interest in NPH Funds, with a
company controlled by Mr Douglass ownmng the remaming 40%. NPH Funds owns listed and
unlbisted investments and it provides management services to MFG under the MSA.

MEFF is a managed investment company listed on ASX and represents MFG's first fund.
Magellan Asset Management Limited (“MAM"), 2 wholly-owned subsidiary of MEG, has beea
appointed to invest and manage the assets of MFF in accordance with the terms of an investment
Mmanagement agreement.
12  The Revised NPH Offers
On 10 December 2007, MFG and NFPH jointy announced the revised and final proposal
respect of MFG's offers for all NPH Shares and NPH Second Options (the “Revised NPH
Offers”). Under the terms of the Rewised NPH Offers, NPH secunty holders will be offered a
single alternative for NPH Shares and a single alternative for NPH Second Options, being:

e 195 MFG Shares plus 0.33 MFG 2016 Options for each NPH Share; and

e 3 MFG 2011 Optons for each NPH Second Option.

Under the Revised NPH Offers, MFF Shares and MFG Class A Preference Shares will no longer

form part of the consideration.
The Original NPH Offers have been withdrawn, with the consent of ASIC.

Subject to the independent expert appointed by NPH determuining that the Revised NPH Otfers
are fair and reasonable to the security holders of NPH, the Directors of NPH:

¢ unammously recommend that NPH Shareholders accept the Remsed NPH Offers for
their NPH shares; and

Grant Thornton % 10
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¢ intend to accept the Revised NPH Offer for all of the NPH Shares and NPH Second
Options they own or control. The Directors of NPH collectively own appromimately
24% of the total NPH Shares on an undiuted basis.

Except for the above, the Revised NPH Offers are subject to the same conditions as the Orginal
NPH Offers.

The Bidder’s Statement in relation to the Revised NPH Offers was lodged by MFG with ASIC
on 20 December 2007 {the “Revised Bidder's Statement”).

1.3  Proposed acquisition of Mr Mackay' interests in NPH

Mr Mackay's vestment company owns 7,900,561 NPH Shares and 6,992,705 of NPH First
Options, which is equivalent to approzimately 36% of the total issued NPH Shares and
approximately 55% on a fully diluted basis.

As a part of the Revised NPH Offers, MFG has proposed to acquire all of Mr Mackay’s mterests
in NPH (the “Proposed Acquisition of Mackay's Interests 1 NPH™). Mt Mackay has irrevocably
agreed to let lapse all of its NPH First Options by not exercismg them prior to their expiration
on 31 December 2007. Accordingly, if the Proposed Acquisition of Mackay’s Interests in NPH
proceeds, MFG will issue to Mr Mackay's investment company 15,406,094 MFG Shares and
2,607,185 MFG 2016 Options, based on the 7,900,561 NPH Shares owned by Mr Mackay’s
investment company. MFG is effectively acquiring the NPH First Options owned by Me
Mackav’s mvestment company at nil consideration.

At the conclusion of the proposed transaction, Mr Mackay’s investment company will own
approximately 11.6% of the total issued capital in MFG and 8.7% on a fully diluted basis.

1.4  Proposed acquisition of 40% of NPH Funds held by Mr Douglass
For the purpose of the MFG’s mnternalisation of the MSA, MFG has proposed to acquire the

40% equuty interest in NPH Funds held by an entity owned by Mr Douglass (the “Proposed
Acquisition of Douglass” Interests in NPH Funds”) at a consideration of:

o 5844799 MFG Shares; and
e 10,200,000 MFG Class B Shares.

The consideration offered 15 intended to exclude any compensation for possible Pecformance
Fees under the MSA.

The Proposed Acquisition of Douglass’ Interest in NPH Funds 1s subject to a number of
conditions, mcluding the completion by MFG of the Rewised NPH Offers.

If the proposed transaction is approved, Mr Douglass will own approximately 5.3% of the total
issued capital in MFG and 8.7% on a fully diluted basis.

15 Douglass' and Mackay's relevant interests in MFG
1.5.1  Current relevant interests and voting power
As at the date of this report, Mr Douglass, through his investment company, has a relevant

interest in 39,311 MFG Shares and 3,934 MFG 2009 Options (excluding his deemed relevant
interest in MFG Shares held by NPH Funds).

Grant Thornton % 11
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As at the date of this report, Mr Mackay’s investment company has a relevant interest in
1,392,711 MFG Shares and 619,272 MFG 2009 Options (excluding his deemed relevant interests
it MFG shares held by NPH and NPH Funds).

As Meszrs Douglass and Mackay are currently associates in relation to MFG for the purposes of
the Corporations Act, each of their voting power in MFG (as defined in the Corporations Act)
will include the relevant interests of the other in voting shares in MFG. As at the date of this
report, each of Messrs Douglass and Mackay has votng power of apprommately 1.3% of MFG
excluding deemed relevant interests in MFG shares held by NPH and NPH Funds, and
approxzimately 19% of MFG including deemed relevant interests in MFG shares held by NPH
and NPH Funds.

1.5.2  Relevant interests and voting power post the implementation of the proposed
Acquisitions

Post the implementation of the proposed transactions, Messrs Douglas and Mackay will no
longer be associates under the Corporations Aet. Their respective interests in MFG are as
follows:

¢ M\lr Douglass will have relevant interests (excluding any deemed relevant mterest in MFG
Securities held by NPH or NPH Funds) in 7.643,794 MFG Shares, 3,934 MFG 2009
Options, 297,793 MFG 2016 Options and 10,200,000 MFG Class B Shares. Based on
the pro forma capital structure of MEG, Mt Douglas will own 5.3% of MFG on an
undiluted basis and 5.7% on a fully diluted basis: and

¢ A Mackay's investment company will have relevant interests (excluding any deemed
relevant interest in MFG Securities held by NPH or NPH Fuads) 1n 16,798,805 MFG
Shares, 619,272 MFG Opuons and 2,607,185 MFG 2016 Opuons Based on the pro
forma capital structuze of MFG, Mr Mackay's investment company will own 11.6% of
MFEG on an undiduted basis and 10.0% on a fully basis.

The above shareholdings have been calculated based on a number of assumptions, including:
o  the Revised WPH Offers are successful; and

® the respective MFG Shareholdings of NPH (6%} and NPH Funds (12%) have been
cancelled.

Other assumptions have been listed mn the Notice of Extraordinary General Meeting and
Ezplanatory Memerandum.

1.6 Employment of Messrs Douglass and Mackay

Post the proposed acquisitions, Messrs Douglass and Mackay will become emplovees of MEG's
wholly-owned subsidiary, MAM. Currently Messrs Douglass and Mackay are directors of MAM
and MFG and they do not recerve any remuneration from MAM or MFG.

The proposed terms of employment for Messrs Douglass and Mackay are that each will be paid
an annval salary of 5250,000 plus the right to an annual bonus of up to $250,000. The
pecformance critenia for the bonus will be set by the Board of MFG.

In addition, Messcs Mackay and Douglass have agreed to re-comumut to their current exclusivity
arrangements with MFG until at least | July 2012. Based on an Exclusivity Deed dated 21
November 2006 (the “Exclusrmty Deed”), each of NPH, NPH Funds, Mr Mackay and M
Douglass have undertaken not to, for the terms of the MSA, invest in a funds management
business within Australia and New Zealand.
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Based on the Exclusivity Deed, the restrant will cease to apply to Mr Mackay in the event that he
and hus controlled entities hold less than 10% of the NPH Shares. Therefore, if the Proposed
Acqusition of Mackav’s Interests in NPH is approved, the restraint would no longer apply to M
Mackay.

Separately, the restraint will cease to apply to Mr Douglass in the event that he and his controlled
entities hold less than 10% of the shares in NPH Funds. Therefore, if the Proposed Acquisition
of Douglass’ Interest 1 NPH Funds 1s approved, the restramt would no longer apply to M
Douglass.

Mr Douglass” and Mackay's agreement to re-commit to their exclusivity arrangements with MFG
restricts them from nvesting in & funds management business within Australia and New Zealand
untid at least 1 July 2012

1.7  Structure of MFEG before and after the transactions

The following diagram illustrates the existing structure of MFG.

Fizure 3: Existng stucrure of MEFG

Magellan Financial Group
Pre-offer Corporate Structure

Chris
Mackay™

Other Shareholders

J

38% (undiluted)

New Privateer
Holdings Ltd
6% {undiluted)
NPH Funds "7 7 T Management Senvices
Pt)'. Ltd Agreement

12% (undiluted)

4% (undiluted) 0% (undiluted)

Securityholders®™
|Ordinary Shares and Options)

"

82% {undiluted)

Magellan Financial
Group Ltd

¥

" Held by an entity controlled by Mr. Douglass.

s Held by an entity controlied by Mr. Mackay. This means that Mr. Mackay would have voting power of £5% in NPH if all holders
{including Mr Mackay's invesiment company) wers to exercise all of their NPH First Options and NPH Second Opticns.

el Includes Mr. Mackay's and Mr. Douglass’ holdings of MFG Ordinary Shares and MFG 2008 Cptions (s22 ssction 5.7,
Seurce: MEG Novice of Extraordary General Meeting and Excolanarory Menrorandne
Post the proposed acquisitions:

¢ NPH and NPH Funds will become whelly owned subsidianies of MEG; and

¢ MFG will issue securities to satsfy its obligation under the Revised NPH Offers.
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The followmng diagram illustrates the structure of MFG post the proposed acqusitions.

Fizure 4: Post-ransacdon siucture of MEFG

Magellan Financial Group
Post-offer and Internalisation Corporate Structure

Other Securityholders'"” Hamish Douglass Chris Mackay
Orclinary Shares, MFG 2009 Options, MFG Ordinary Shares, MFG 2009 Options, MFG Ordinary Shares, MFG 2009
2011 Options & MFG 2016 Options 2016 Options and MFG Class B Shares Options & MFG 2016 Options &1

83.1% of Ordinary

5.3% of Ordinary 11.6% of Ordinary
Sharas {undiluten)

Sharas (undlluted) Shares (undliutad)
h 4

Magellan Financial
Group Limited

/T
-
/ 4
0% - intemailsed Managsment 100%

7 senicze Agrzament

)
NPH Funds e | New Privateer
Pty Limited ) o0 | Holdings Limited

" Includes former NPH Shareholders.
' Thase MFG Securities will be held by the imvestmant company controlizd by Mr Douglass.

@ There MFG Securities will ba held be the inwestment company controlled by Mr Mackay and includes Mr Mackay's 2% of MFG 2009 Options
and 32.1% of the MFG 2018 Cotions.

Sourcs: MFG Natice of Extraordmary General Meering and Explanatory Memiorandure
The Post-Offer and Internalisation Corporate Structure has been prepared on the basis that:

o the Offers are successful and MFG acquires 100% of the NPH Shares and NPH Second
Options;

e the Internalisation Proposal 1s implemented;

o the respective MFG Ordinary Shareholdings of NPH (6%) and NPH Funds (12%) have
been cancelled (see secton 3.2(c);

¢ the assumptions i section 4.4(a) apply; and

¢ on the basis of the NPH Securities on issue as at 18 December 2007.
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2 SCOPE OF THE REPORT
21 Purpose

Chapter 10 of the ASX Listing Rules requires the approval from the non-associated shareholders
of a company if it proposes to acquire a substantial asset from a related party. ASX Listing Rule

10.2 states that an asset 1s substantial if 1ts value, or the value of the consideration, is 5% or more
of the equty interest of the entity as set out in the latest financial statement provided to the ASK

ASX Listing Rule 10.1 requires that the Notice of Meeting to approve the transaction to be
accompanied by a report from an independent expert stating whether the transaction is fair and
reasonable to the non-associated shareholders.

W Mackay 1s the major shareholder 11 NPH and a director of, and a substantial shareholder in,
MFG. Mr Douglass 1s a shareholder in NPH and a director of. and a shareholder in MFG.
Accordingly, Messrs Douglass and Mackay are associates in relation to MEG for the purposes of
the Corporations Act.

As the potenual value n Mr Mackay's mterests 1n NPH exceeds 3% of MEG's last reported net
assets (being 5% of the net assets of approximately $69 million as at 30 June 2007), the Proposed
Acquisition of Mackay’s Interests in NPH requires the approval by the non-associated
shareholders of MFG, being shareholders of MFG other than My Douglass, My Mackay and thewr
associates, under ASX Listing Rule 10.1.

The potential value of the 40% equity interest in NPH Funds held by Mr Douglass exceeds 5%
of MFG's last reported net assets. Accordingly, the Proposed Acqusition of Douglass” Interest
INPH Funds requures the approval by the non-associated shareholders of MEG, under ASX
Listing Rule 10.1.

As a result, the Independent Directors of MFG have requested Grant Thornton Corporate
Finance Pty Ltd (“Grant Thoraton Corporate Finance”) to prepare an independent expert’s
report as to whether:

* the Proposed Acquisition of Mackay’s Interests in NPH is fair and reasonable to the
non-associated shareholders of MFG; and

¢ the Proposed Acqusition of Douglass’ Interest in NPH Funds 15 fair and reasonable to
the non-associated shareholders of MFG.

Our report 1s to be read in conjuncuon with the Notice of Extraordinary General Meeting and
Explanatory Memorandum which will be despatched by MFG in due course and which will
include this report, and is prepared for the exclusive purpose of assisting the non-associated
shareholders of MFG in their consideration of the Proposed Acquisition of Mackavr's Interests in
INPH and the Proposed Acquisition of Douglass’ Interest in NPH Funds (the “Proposed
Transactions™).

Tlus report should not be used for any other purpose.

Grant Thornton Corporate Finance consents to the 1ssue of this report in its form and context
and consents to its inclusion i the Notice of Extraordinary General Meetung and Explanatory
Memorandum.

Grant Thornton Corperate Finance 15 independent of MFG and 1ts Directors and all other
parties and has no involvement with, or interest in, the outcome of the approval of the Proposed
Transactions other than that of independent expert. Grant Thormton Cerporate Finance is
entitled to recerve a fee based on commercial rates and including reimbursement of out of pocket
expenses for the preparation of this report. Except for this fee, Grant Thomton Corporate
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Finance will not be entitled to any other pecumary ot other benefit, whether direct or indirect, in
connection with the issuung of this report. The pavment of this fee 1s i no way contingent upon
the success or failure of the Proposed Transactions.

Tlus report constitutes general financial product advice only and in undertaking our assessment,
we have considered the likely impact to the non-associated shareholders of MFG as a whole. We
have not considered the potential impact of the proposed transactions on indrvidual
shareholders. Individual shareholders have different financial circumstances and it is neither
practicable nor possible to consider the implications of the Proposed Transactions on individuals.

The decision as to whether or not to approve the Proposed Transactions is a matter for each
shareholder of MFG based on their own views of the value of MFG and expectations about
future market condinons, MFG's performance, risk profile and investment strategy. If
shareholders are in doubt about the action they should take in relation to the Proposed
Transactions, they should seek their own professional advice.

Grant Thornton Corporate Finance has not provided an opiuon to the secunty holders of NPH.
2.2 Basis of Assessment

In prepanng our report Grant Thorton Corporate Finance has had regard to the Regulatory
Guudes 1ssued by ASIC, parucularly ASIC Regulatory Gude 74 “Acquisitions agreed to by
shareholders” (“RG 747) and ASIC Regulatory Guide 111 “Content of expert reports” (“RG
1117).

RG 74 sets out ASIC's view on the punciples and matters, meluding the defimnon of “fair and
reasonable”, that it expects a person preparng an independent expert’s report to consider. The
term “fair and reasonable” has no legal definition. RG 74 states that in determming whether a
transaction 1s ““fair and reasonable”, the transaction’s likely advantages and disadvantages to non-
associated shareholders must be compared i the independent expert’s report with the
advantages and disadvantages to the same non-associated shareholders if the transacuon does not
proceed.

Accordingly, assessing the value impact of the Proposed Transactions on the non-associated
shareholders (ie. fairness) 15 an important element of this analysis although it is not the only
determinant of our final opinion.

In addition to our quanttative assessment, we have also had regard to:

e the likely advantages accruing to the non-associated shareholders of MFG from the
approval of the Proposed Transactions; and

¢ the likely disadvantages related to the approval of the Proposed Transactions.
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3 PROFILE OF MEG

MFG 15 an Australian-based speczalist funds management group formed via the recapitalisation
of Pengana Hedge Funds Group in 2006, and i1s a publcly listed company on the ASX.

3.1 History

Prior to 22 March 2007, MEG was party to an agreement to staple its shares to units in the
Magellan Financial Group Trust (the “Trust”). The shares of MFG and the units of the Trust
were jointly quoted on the ASX.

On 22 March 2007, MFG shareholders and unit holders in the Trust voted to amend the
Constitutions of MFG and the Trust respectively to terminate the stapling agreement. From 22
March 2007, shares in MFG remained listed on the ASX as individual secusities and units in the
Trust were de-listed. The Trust was subsequently wound up on 29 June 2007. The net assets of
the Trust at the date of the de-stapling were ml.

3.2  Business operations

MFG has two principal businesses, being MAM and Magellan Investments.

321 MAM

MAM 15 MFG's primary operating business. MAM 1s the investment manager of a number of
listed and unlisted managed funds, mcluding MFF, Magellan Global Fund and Magellan
Infrastructure Fund.

Fees charged by MAM are typreally structured into two components, being:

*  quartetly base fee — calculated as a percentage of the net assets of the respective
funds/entities managed; and

e annual performance fee — calculated as a percentage of the absolute dollar value of the
investment performance, where the total annual return 10 the relevant annual peniod
exceeds certamn predetermined levels.

3.2.2  Magellan Investments

Magellan Investments intends to invest in a number of fund managers, either by providing capital
to seed a new business, acquiring an interest i an established funds management busmess or
establishing a joint venture.

As at the date of this report, management of MFG have adwised that Magellan Investments was

at the stage of evaluating investment opporturuties and has not invested i any fund management
businesses as intended.
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3.3  Financial performance

We set out below the consolidated mcome statement of MFG for the vears ended 30 June 2006
(“FY067) and 30 June 2007 (“FY077).

Figure 5: MEFG's consolidared income statement
FY06 FYO7
Audited Audited

$'000 $'000
Revenue
Management fes revenue - 2568
Dividend income 149 o
Interest income 203 1,866
Revaluation of financial asseis 1,928 -
MNet gains on sale of financial assets 1,688 2403
Other revenus 76 142
Total revenue 4,042 7,075
Expenses
Employee benefits expense - 5,622
Depraciation and amartisation = 36
Renial expensze - 208
Other expenses 1228 32491
Finance costs 89 %
Total expenses 1,317 9,157
Operating (loss) ! profit before income tax 2,725 (2,082)
Income tax benefit / (expense) (529) 937
:E?J:S;::anr::?g (loss) [ profit before AASBE 132 Accounting 2,196 (1,145)
AASB 132 Accounting Adjustment - 4681
Met profit afier AASE 132 Accounting Adjustment 2,196 3,536
Deduct net profit / (loss) atiributable fo minority interests
- Magellan Financial Group Trust - 471
- Extemal minority interests (371) 549
Net profit attributable to members of the parent after AASE 132 2567 2,516

Accounting Adjustment
Source: MEG FYO7 Annual Bebort

We note the following in relation to the income statement of MEG:

*  management fee revenue for FY07 represents the base fee earned from MAM acting as
investment manager. No performance fee was earned during FY07;

e employee benefits represents the costs for non-executive directors and emplovees.
Executive directors are not remunerated by MEG;

e other expenses include approximately $1.6 million of service fees paxd to NPH Funds

under the MSA for the period from November 2006 (effective date of the MSA) to 30
June 2007. No performance fees for the penod was pavable; and
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® s aresult of recapitalisation, MFG has 1ssued options (“MFG 2009 Optons™) to
subscribe for shares of MFG. Upen exercise of an MFG 2009 Option, the option
holder will be issued with one new MFG Share and one addinonal option ("MFG 2011
Option™). AASB 132 Financial Instruments: Presentation determines that the MFG 2009
Options are compound fnancial instnaments compaising both an option on a share (an
equity mstrument) and an option on an option (a financial hability). The financial
Lizbility 15 required to be carried on the balance sheet of MFG at fair value. The AASB
132 Accounting Adjustment relates to the movement in the fair value of the financial
liability. Grant Thornton Corporate Finance notes that the AASB 132 Accounting
Adjustment is an accounting adustment and does not have any cash flow impact.

3.4  Financial position

Set out below 1s the balance sheet of MEG as at 30 June 2006 and 30 June 2007.

Figure o: MFG's balance sheet
As at As at
30-Jun-08 30-Jun-07
Audited Audited
3'000 $'000
Current Assets
Cash and cazh squivalents 1,838 74408
Trade and other receivables 203 1.082
Frepayments 22 B4
Financial assets 23,340 405
Total current assets 24,212 76,858
Non Current Assets
Property. plant and equipment - 408
Finzncial aszets 10,852

Loan to controfled entity -

Deferred tax assets TTE 2504
Total Mon-Current Assets 11,628 27,774
TOTAL ASSETS 35,840 104,833
Current liabilities

Trade and other payables 108 5,151
Tax liabilitizs 675

Total current liabilities 783 5,151
Non current liabilities

AASBE 132 Accounting Adjustment - 30,023
Total nen current liabilities - 30,033
TOTAL LIABILITIES 783 35,184
NET ASSETS 35,057 69,443
EQUITY

Izsued securities 28,152 103.020
AASB 132 Accounting Adjusiment - {34.715)
Contributed sgquity 28,163 68,365
Feserves {374} {1.203)
Retained profit 1,348 2.287
Total attributable to members of the Group 28,137 69,449
Attributable to minority interests 5,820

TOTAL EQUITY 35,057 69,449
Source: MFG FYU7 Annual Rehort
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We note the following in relation to the financial position of MFG:

o MFG raised approxzimately 575 million in cash from the issue of shares and options mn
EY07. The cash balance as at 30 June 2007 reflects the net proceeds of the eapztal
IAISIg,

*  financial assets represent investment in listed shares. The carrving amouat as at 30 June
2007 represents the fair value of these shares as at that date; and

¢ AASB 132 Accounting Adjustment relates to the issue of the MFG 2009 Options. We
note that the adjustment has no cash flow impact and will extingrush when all MFG
2009 Options are erther exercised, or expire by 30 June 2009.

3.5  Capital structure

MFEG has 112.3 mullion MFG Shares, 28.3 mullion MFG 2009 Opuons and 6,365 MFG 2011
Options on 1ssue.

By reference to filings made with the ASX. the substantal shareholders of MFEG as at 21
November 2007 and their shareholding details are as follows:

Figure 7: MFEG's subsranrtial shareholders

Number of MFG
Ordinary Shares

Substantial Holder Percentage (%)

Chrig Mackay, Hamigh Douglass and

20,741,363 18.22%
Aszsociates
Cavalene Heldings Pty Ltd 13,006,008 16.77%
MMC Contratian Lid 3,872,587 S5.87%

Sesrce: Revised Bidder's Sravement
3.5.1  MEFG 2009 Options
The key terms and nghts attaclung to the MFG 2009 Opuons are as follows:
o MNFEG 2009 Options can be exercised dunng any two menth penod following the
announcement of MEG's full vear or half year results in each year prior to the expiry

date;

¢ upon exercise of an MEFG 2009 Opuon, the option holder will be issued with one MFG
Share and one MFG 2011 Option;

*  the exercize price of the MFG 2009 Options 15 $1.20; and
e the MFG 2009 Options expire on 30 June 2009,
3.5.2 MEFG 2011 Options
The key terms of the MFG 2011 Options are as follows:
o DMFG 2011 Options can be exercised dunng any two month period following the

announcement of MFG's full vear or half year results in each year prior to the expiry
date;
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3.5.3

upon exercise of an MFG 2011 Option, the option holder will be 1ssued with one MFG
Share;

the exercise price of the MFG 2011 Options 1s $1.30; and
the MFG 2011 Options expire on 30 June 2011

MEG 2016 Options

MEG 2016 Options will be issued to the NPH Shareholders as a pazt of the consideration for
INPH Shares. The key terms of the MFG 2016 Options ate as follows:

MEG 2016 Options can be exercised durning anv two month period followig the
announcement of MEG’s full year or half year results in each year prior to the expiry
date;

upon exercise of an MFG 2016 Opton, the option holder will be issued with one MFG
Share;

the exercise price of the MFG 2016 Opuons 15 $3.00; and

the MFG 2016 Options expire on 30 June 2016.

3.6 Share performance

We set out below the movements in MFG Share price and volume for the penod from 1

November 2006 to 19 December 2007.

Figure 8:
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the following with regard to the share price history shown above:

Grant Thornton % 21

Page 67



Date

Comments

24 Mov 06 MFG issuad 38 4 million shares as part of the recapitalization process. MFG share price closed at
5199

8 Dec 0§ MFG announced the 378 million PO of MFF, which closed oversubscribed. MFG share price
closed at $2.08.

14 Dec 06 MFG announced the Movember month end NTA of $0.97 per share. MFG share price closed at
5225

22 Mar 07 MFG shareholders and unit holders vote for de-stapling of the MFG shares from the Trusts units.
MFG share price closed at $1.92.

5 Apr 07 MFG lodged with ASIC a prospectus to raise further capital to complete the recapitalisation. MFG
share price closed at $2.10.

16 May 07 MFG announced that 39 million shares and @ million initial options have been issued. MFG shara
price closed at $2.00.

30 Aug O7 MFG announced full year result for FY'07 and the intention to restruciure MFG, NPH and NFH
Funds. MFG share price closed at §1.52.

5 0ct 07 MFG announced the Original NPH Offers. MFG share price closed at $1.80.

11 Dec 07 MFG and MPH jointly announced the Revised NPH Offers after the market closed on 10

December 2007. MFG share price closed at $1.68 on 11 December 2007.

Sosree: MEG announcements on A5

We set out in the table below the recent trading share prices of MFG:

Figure 9: MEFEG recent wading share prices

Month High (%) Low (%) Close (S)  Monthly volume
Nov-06 244 191 1.96 1,863,188
Dec-06 234 195 212 1,923,366
Jan-07 212 1.85 1.89 595,799
Feb07 199 170 1.81 1,451,198
Mar-07 198 181 1.98 3938734
AprO7 210 170 1.72 1,204,269
May-07 2.37 1.71 235 5,121,310
Jun-07 260 214 2.20 1,372,754
Julo7 215 180 2.00 1,871,765
Aug-07 1.90 140 1.60 3480192
Sep-07 1.65 150 1.56 1,388,581
Oct-07 1.85 155 1.75 1,474,710
Nov-07 1.75 1.52 1.55 1,777,762
01/12/07 - 19/12/07 169 140 1.60 957,617
Setircs: Bloomberg and caliwlarions
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4 PROFILE OF NPH

NPH 15 an investment holding company and holds a 60% interest in NPH Funds.

INPH directly holds a portfolio of predomunantly Australian secunties, including 6.7 mullion MFG
Shares, representing approzimately 6.2% of the total issued capital of MFG. In addinon, MFG
directly owns 3.07 million MFG 2009 Options.

4.1  Financial Performance

We set out below the consolidated income statement of NPH for FY06 and FY07.

Figure 10: INPH’s financial performance

FY06 FYO7

Audited Audited

5000 $'000

Revenus 1,924 25,353
Employes bensfits expenze (45) (55)
Administration expenses - (51)
Legal costs - (28)
Interest and ather cosis of incoma - (368)
Other expenses (1,220) (645)
Profit before income tax 659 24,207
Income tax expense 2 (5,726)
Profit for the year 659 17,481
(4,312)

Profit attributable to minority equity interest -
Profit attributable to members 659 13,169
Senrre: NPH FY07 Annual Report

The revenue for FY07 pomarily consists of an uarealised gain in the investment portfolio of
approxmately $21.2 million and management fee income of approximately $1.4 million from
MFEG under the MSA.
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4.2 Financial position

Set out below 15 the consolidated and parent entity balance sheet of NPH as at 30 June 2006 and

30 June 2007.

Figure 11: NPH’s financial position
Consolidated Parent
As at As at As at As at
20-Jun-0& 30-Jun-07 30-Jun-0& 30-Jun-07
Audited Audited Audited Audited
$'000 §'o00 sooo S$'000
ASSETS

Current Assets

Cash and cash squivalenis T.418 4,823 7418 4.830
Trade and other reczivables 247 74T 247 10
Fi cial assets 12,381 20,833 12,381 B,048

Total current assets 20,024 26,603 20,024 11,786

Non Current Assets

Finzncial assets 4.601 4,601 30,384
Deferrad tax assets ice 213 10e 213
Total Mon-Current Assets 4,707 57,938 4,707 30,557
TOTAL ASSETS 2474 84,533 24,731 42,384
Current liabilities

Trade and other payables 236 238 54
Current tax Labilites = 488 = 132
Short-term provisions 143 - 42

Total current liabilities 73 635 73 188
Non current liabilities

Finanzial lizbiltizs = =

Deferred tax liabilities - 13,822 = 4.812
Total non current liabilities - 21,322 - 4,813
TOTAL LIABILITIES am 22,018 ars 5,005
MNET ASSETS 24,352 82,522 24,352 37,378
EQUITY

Issued capita 25,780 28,054 25,780 28.054
Reserves - 12,823 - B.160
Fetained sarings (1.428) 11,832 (1.428) 8,185
TOTAL EGUITY 24,352 50,610 24,352 37,379
Minarity equity interest = 11,813 E

TOTAL EGUITY 24,352 62,522 24,352 37,379
Sau {PH FY07 Anmsual Report

We note following with regard to the financial position of NPH:

e the consolidated balance sheet of NPH recogiuses 100% of the assets and labilities of
NPH Funds. Mr Douglass’s 40% interest in NPH Funds is represented as a muinority
equity mterest; and

¢ the parent entity balance sheet represents the assets and liabilities directly held by NPH
and its investment i 60% NPH Funds.

We have discussed the financizal position of NFPH 1 details in Section 8 of this report.
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4.3  Capital structure

As at 31 August 2007, NPH has the following securities on 1ssue:

e 218649581 NPH Shares;

e 8975931 NPH Fust Options (exercise price: $1.23, expiry date:

and

¢ 73,922 NPH Second Options (exercise price: 51.30, expiry date:

31 December 2007);

31 December 2010).

The following table summarises the top 20 shareholders of NPH as at 31 August 2007. We note
that the top 20 shareholders hold collectively 73% of total NPH Shares. We further note that M
Mackay and his associates (Magellan Equities Pty Ltd) own approximately 36% of the total NPH

Shares on 1ssue.

Figure 12: INPH capiral structure

Holder's name

Number of Ordinary % of Shares in

Shares Issue
Magellan Equities Pty Ltd 7,871,567 36.03
Vahedin Pty Ltd 2,231,518 10.21
;Egg{;\rﬁﬂiinnngmgaylor & Andreza Naylor Afc Callahorn 006,538 415
Midas Touch Investments Pty Lid a00, 867 412
Aljamat Ply Ltd Afc C & D Baer Family Account 304,045 368
Giwah Pty Lid Alc D Baer Superannuation Fund 480,015 211
Jash Piy Lid Afc Bruce Hinckfuss F/L Superannuation Fund Afc 373,617 171
Raymond John Murphy 360,985 165
Tracey Fraser 300,000 137
Majan Pty Lid Alc Majana Superannuation Fund Afc 284 688 1.30
Catholic Church Insurances Lid 200,000 092
Giwah Pty Lid Investment Afc 196,734 0.4
Meadgate Pty Ltd 191,522 0.2
Mile End Pty Ltd 184 244 0.64
gzgg:m‘is;:gﬁﬁr:; & Janet Margaret Richards Alc Richards 180,000 052
John Vincent Toohey & Anns Toohey Afc Toohey Family Super 132,200 0.61
Bell Securities Ltd 120,000 055
Oliver Road Investments Pty Ltd Investments Alc 120,000 055
LJ Thompson Pty Lid 118,170 054
Peter Thomas Toohey & Phillipa Mary Toohey 95,271 044
Total shares held by the twenty largest shareholders 16,031,883 73.37
Total shares in issue 21,850,127 100

Source: NPH FYU7 Annsual Report
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4.4  Share price performance

We set out below the movements m1 NPH share price and volume for the period from 1
Nowember 2006 to 19 December 2007.

Figure 13:
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We note the following with regard to the share price history shown above:

Date Comments

23 Mov 06 NPH announced the results of AGM. NPH Share price closad at 34.60.

5 Apr 07 MFG lodged with ASIC a prospectus to further raise capital to complete the recapitalisation
NPH Share price closed at §5.70.

30 Aug 07 NPH noted the earlier day announcement by MFG regarding the potential restructure between
MFG, NPH and NPH Funds. NPH Share price closed at $3.20.

31 Aug 07 Chris Mackay resigns as director and Chairman of NFH

5 0ct 07 MFG proposed the takeover offer for NPH. NPH Share price closed at $3.20.

11 Dec 07 MFG and MFH jointly announced the Revisad NPH Offers after the market closed on 10
December 2007. NPH share price closed at $3.30 on 11 December 2007.

Sowree: NPH aunasncements on 453
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We set out in the table below the recent trading share prices of NFH:

Figure 14: NPH recent wrading share prices

Month High ($) Low (§) Close (S)  Monthly volume
Nov-06 500 420 420 94.534
Dec-06 460 430 430 53,115
Jan-07 455 430 452 119,905
Feb-07 520 450 4.80 111,021
Mar-07 532 485 530 128,900
Apr07 570 420 4.80 123,575
May-07 520 440 420 99,656
Jun-07 520 470 4.70 152,527
Jul-o7 490 417 422 174,772
Aug-07 380 300 3.00 196,956
Sep-07 360 295 3.20 363,971
Oct-07 320 310 310 503,620
Nov-07 310 280 210 373,524
/1207 - 19M12/07 3.20 3.00 2.00 53,704

Source: Bloomberg and Caleslations

Based on the trading volumes of INPH Shares, we note that historically the monthly average

number of shares traded represents apprommartely 1% to 2% of the total number of NPH Shares

1ssued.
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5 PROFILE OF NPH FUNDS

The key businesses and operations of NPH Funds are holding investments and management of
MFG under the MSA.

51  Investment portfolio

NPH Funds owns certain units in Catalyst Buyveut Fund 1, apprommately 12.6 pulion MFG
Shares and approximately 6.3 million MFG 2009 Options.

Catalyst Buyout Fund 1 15 a private equity fund focused on Australasian buyout and prvate
equity opportunities in the range between 3100 million and $400 million.

52 MSA
MEFEG has entered into the MSA with NPH Funds pursuant to wiuch NPH Funds provides
management services to MEG. The MSA has a munimum term of 10 vears and commenced on 21

November 2006.

Under the MSA, NPH Funds agreed to provide the following services (the “Management
Services”) to MFG:

¢ the provision of an annual strategy document to MFG board each vear;
¢ the provision of a five vear strategic plan to the MFG board every second vear;

e identification of, and negotiation with, potental partners to form funds management
ventuses;

* 3 semi-annual review of the performance of each of MFG's funds management entities;
¢ an annual review of each of MFG’s funds management associates or joint ventures;

¢ the provision, if requured by MFEG, of a suitably qualified period to be the chairman of
MFEG;

¢ the promsion, if requured by MFEG, of a suitably qualified person to be the depurty
chairman of MFG; and

o such other services as the parties may agree 1n wntng from time to hme.

During the initial 10 years, MFG can terminate the MSA by providing NPH Funds 90 days
notice. However, after the mital 10 vears, termination 15 effective if 2 90 days notice 1s approved
by a resolution of the members of MEFG.

Under the MSA, NPH Funds is entitled to recerve a quarterly service fee (“Service Fee”’) and an
annual performance fee (“Performance Fee”) from MFG calculated as follows:

5.2.1 Service Fee

Based on the MSA, MFG will pay NPH Funds a quarterly Service Fee of 0.3125% of the market
capitalisation of MEG. For the purposes of determining the quarterly service fee payment, the
market capitalisation of MFG will be calculated based on the number of MFG shares on 1ssue as
at the end of the quarter and the average of the daily volume weighted average pnee ("VIWAP”)
of MFG shares for the previous 10 trading days.

(R}
oo
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5.2.2 Performance Fee
MFEG will pay NPH Funds an annual Performance Fee for the initial period, being from 21
November 2006 to 30 June 2008, and for subsequent annual periods commencing on 1 July 2008

on the following basis:

e if the total return for MFG shareholders on an annualised basis (“TSR”) 1s less than
10%s, the performance fee will be ml;

¢ if the TSR is between 10% and 20%, the performance fee will be 10% of the absclute
dollar value of the TSR; and

o if the TSR is 20% or great, the performance fee will be 13% of the absolute dollar value
of the TSR

TSR is caleulated based on the following formmula:
(CP—0OP+D)+0P
Where:

e (P is the average of the daly VWAP for the 10 trading days up to and including the last
day of the relevant annual peniod;

e OP is the CP for the immediately preceding annual period; and

¢ D iz drndends or other distributions per share paid or pavable to MEG shareholders.
The absolute dollar value of the TSR shall be calculated as follows:
(CMC —OMC+D—NC)
Where:

e CMIC is the closing market capitalisation of MFG at the end of the relevant annual
perod. The market capitalisation shall be calculated based on the number of MEFG
shares on the last day of the relevant period and the average of the daily VWAP for the
last 10 trading days up to and including the last day of that period;

e OMNIC is the opening market capitalisation of MEG at the beginning of the annual period;

¢ D is the aggregate of all dimidends or other distributions paid or pavable to MFG

shareholders; and

¢ INC:s the aggregate dollar value of any new capital subsenbed for MFG shares dunng
the relevant annual period calculated at the subscription price for that new capital.

Based on the terms of the MSA, the potennal Performance Fee for the vear ending 30 June 2008

iz calculated based on the total return for MFG sharehiolders over the period from 21 November
2006 to 30 June 2007
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5.3 Financial performance
We set out below the income statement of NPH Funds for:
® the period from 6 July 2006 (date of incorporation) to 30 June 2007 (audited); and

e the five months ended 30 November 2007 (unaudited).

Figure 15: NPH Funds Income Statement
G-Jul-06 to Smths to
30-Jun-07 Nov-07
Audited Unaudited
S000 5000
FRevenue from ordinary acivities
Fes incoms 1,413 10
Cividends 283 178
Interest 35 17
Trust distributions received 34 -
Unrealised gain/{loss) in the net value of held for trading financiz assets 13,987 {8,832)
Other income 2 -
Total Income 15,753 7,527)
Expenses from ordinary activities
Adnvnisiration expenses (50} (31)
Bormowing costs (387) (248)
Legs and professional expensss {28) =
Other sxpenses (1 -
Total Expenses (468) {277)
Operating profit from ordinary acthities before income tax expense 15,287 (7,804)
Income tax sxpense {4,507) 2394
Profit/{loss) attri to bers of the entity 10,780 (5,409)

Source: NPH Funds FYO7 audited acconnts and management accounts
We note the following with regard to the income statement of NPH Funds:
& fee ncome represents the revenue recerved from MFG under the MSA. For the peniods
from 6 July 2006 to 30 June 2007 and the frve months ended 30 November 2007, the

amounts represent Service Fee only;

¢ the unrealised loss for the five months ended 30 November 2007 primanly represents
the movement in the fair value of NPH Funds’ investments; and

¢ the administration expenses reflects the admimstration services provided by MAM.
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5.4 Financial position

Set out below is the balance sheet of NPH Funds as at 30 June 2007 (andited) and 30 November
2007 funaundited).

Figure 106: INPH Funds balance sheer
As at As at
30-Jun-07 30-Nov-07
Audited Unaudited
$000 $000
ASSETS
Cash 93 T01
Receivables 736 368
Other financial azsets {investmeant portfolio) 45 954 28,018
TOTAL ASSETS 46,794 29,087
LIABILITIES
Trade and other payables 174 194
Financial liabilties 7.500 7,000
Current tax liabilities 335 542
Ceferrad tax liabilities 9.003 3,575
TOTAL LIABILITIES 17,012 11,311
NET ASSETS 29,782 17,776
EQUITY
Confributed equity 7.730 7,730
Accumulated gaing 22052 10,046
TOTAL EQUITY 29,782 17,776

Sawrce: NFPH Funds FYU7 audired accosnts and FYO8 management accounrs

We have discussed the balance sheet in detail in section 8 of tus report.

5.5  Capital structure

INPH Funds 15 60% owned by NPH and 40% owned by an entity associated with Mr Douglass.
Elev terms of the Shareholders Deed include:

¢  atall imes, each NPH Funds shareholder (being NPH and Mr Douglass’ associates) will
be entitled to equal representation of Directors on the Board,;

¢ the Charperson, who can be any Director, does not have a casting vote;

* 3 guorum of the shareholders at a general meeting is shareholders holding at least
of the WPH Funds Shares on issue; and

e unless the shareholders otherwise agree, NPH Funds must distribute by way of dividend
in respect of each financial year at least 30% of the post tax profits for that vear.
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6 PROFILE OF THE MERGED GROUP

In the following sections we have summarised the kev charactersstics of MFG if the Proposed
Transactions are approved (the “Merged Group™).

6.1 Internalisation of MSA and other intentions
If the Proposed Acquisiuon of Douglass” Interest in INPH Fuads is approved (subject to the
Rewnised NPH Offers being successful), NPH Funds will become a wholly owned subsidiary of
MEG and the MSA will be internalised. Currently Messrs Douglass and Mackay are directors of
MAM and MFG and they do not receive any remuneration from MAM and MFG. The proposed
terms of employment for Messrs Douglass and Mackay are that each will be paid an annual salary
of 5250,000 plus the right to an annual bonus of up to $250,000.
Other intentions of MFG in relation to the NPH Offers include:

* arrange for NPH to be removed from the official list of ASX

o dispose/cancel MFG securities held by NPH and NPH Funds;

o replace all members of the NPH Board with nominees of MEG;

* invite two existing directors of NPH onto the Board of MFG;

o review NPH's investment portfolo;

o generally connnue the busmess of NPH; and

¢ not make any major changes to the business of NPH nor to redeploy any of the fixed
assets of NPH.

[
o
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6.2  Pro forma financial position

We set out below the pro forma balance sheet of the Merged Group as at 30 June 2007:

Figure 17: The Merged Group balance sheet
As at
30-Jun-07
Pro farma
S'million
Current assets
Cash and cash equivalents 624

Other current asseis

Total current assets

Non-current assets

Intangibles 531
Cther financial asseis 57.5
Cther non-current assets 8.2
Tetal non-gurrant assais 118.8

Total assets 184.5

Current liabilities

Trade craditors and other payables

Bank loans (7.5)

Total current liabilities
Nan-current liabilities
Deferrad tax liabilities (0.8)

AASB 132 accounting adjustment (8.8)

Total non-gurrant labilities

Total liabilities

Nzt assets

Equity

Izsued securities 1754
AASB13Z adjustment (31.3)
Contributed equity 145.1
Azset revaluation reserve (3.5)
Retained profits / (losses) 218
Total equity 163.4

Source: MFG Bidder's Searens

The consolidated pro forma balance sheet of the Merged Group has been prepared by the
management of MFG based on the following information:

¢ the audited consolidated balance sheet of MFG as ar 30 June 2007 adjusted for materal
transactions or changes in fair value of assets that have cccurred or are expected to occur
between | July 2007 and the anticipated date of the transaction;

¢ the audited consolidated balance sheet of NPH as at 30 June 2007 adjusted for matenial
transactions or changes in fair value of assets that have cccurred or are expected to occur
between | July 2007 and the anticipated date of the transaction;

¢ adjustments that will arise from the acquisition of 100% of the share capital of NPH and
NPH Funds and the consolidation of the post-transaction balance sheets of NPH and
NPH Funds into MFG;

[
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MFG shareholders can refer to the Revised Bidder's Statement for further details.
6.3  Share capital structure

If the Revised NPH Offers are successful and the Proposed Transactions are approved, the
number of MFG securities on issue is likely to be as follows:

Figure 18: MFG securities on issue

Pre- Post-
MFG's Security transaction Issued Cancelled  transactions
Classes millions millicns millicns millions
MFG Shares 112.3 523 (18.3) 1452
MFG 2008 Options 283 - (9.4} 88
MFG 2011 Options 62 - 8.2
MFG 2016 Options - 78 - 7.2
MFG Class B Shares - 10.2 - 10.2

Sosrce: Revired Bidder's Staremenr
The above table assumes that:

o all NPH First Options, other than those NPH First Opuons owned by Mr Mackay’s

investment company, will be exercised prior to their expiry on 31 December 2007; and

¢ 1o NPH Second Opuions are exercised prior to completion of the Proposed
Transactions.
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7 VALUATION METHODOLOGIES
7.1 Introduction

RG 111 outlines the approprate methodologzes that a valuer should consider when valung assets
or securities for the purposes of, amongst other things, share buy-backs, selective capital
reductions, schemes of arrangement, takeovers and prospectuses. These mclude:

* the discounted cash flow method;

o the capitalisation of earmngs method;

®  orderly realisation of assets;

¢ the quoted price of isted securities; and

® amount a potential acquirer may be prepared to pay for the business.
7.2 Discounted cash flow method

An analysis of the net present value of projected cash flows or DCEF, is a valuation technique
based on the prenuse that the value of the business is the present value of its future cash flows.
This technique 15 particulacly sured to a busmess with a finite life. In applying this method, the
expected level of future cash flows are discounted by an appropriate discount rate based on the
weighted average cost of capital. The cost of equity capital, being a component of the WACC, i1s
esumated using the Capital Asset Prcing Model

Predicting future cash flows iz a complex exercise requining assumptions as to the future
direction of the company, growth rates, operating and capital expenditure and numerous other
factors. An application of this method generally requires cash flow forecasts for a muimum of
frve vears.

7.3  Capitalisation of future maintainable earnings

The capitalisation of future mantainable earnings multiplied by an appropriate earnings multiple
1s a suitable valuation method for businesses that are expected to trade profitably into the
foreseeable future. Maintainable earnings are the assessed sustainable profits that can be derived
by a company’s business and excludes any abnormal or “one off” profits or losses.

This approach inveolves a review of the muluples at which shares in listed companies m the same
industry sector trade on the share market. These multiples give an indication of the price payable
by portfolio investors for the acquisition of a parcel shareholding in the company.

7.4  Net asset backing/Orderly realisation of Assets

The amount that would be distributed to shareholders on an ordesly realisation of assets is based
on the assumption that a company is iqudated with the funds realised from the sale of its assets,
after pavment of all liabilities, including realisation costs and taxation charges that arise, being
cistributed to shareholders.

7.5  Market value of listed securities
MMarket value is the price per issued share as quoted on the ASX or other recogused securities

exchange. The share market price would, prima facie, constitute the market value of the shares of
a publicly traded company, although such market price usually reflects the price paid for a

[}
o

Grant Thornton %

Page 81




minority holding or small parcel of shares, and does not reflect the market value offering control
to the acquurer.

7.6 Comparable transactions

The comparable transactions method is the value of similar assets established through
comparative transactions to which is added the realisable value of surplus assets. The comparable
transactions method uses sinular or comparative transactions to establish a value for the current
transaction.

Comparable transactions methodology involves applving multiples extracted from the market
transaction price of similar assets to the equivalent assets and earnings of the company.

The sk attached to this valuauon methodology is that in many cases, the relevant transactions

contain features that are nmique to that transactuon and it 15 often difficult to establish sufficient
detail of all the material factors that contrbuted to the transaction price.
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8 VALUATION OF NPH FUNDS
8.1 Selected methodology

The key businesses and operations of NPH Funds are holdings of investments and management
of MFG under the MSA. For the purpose of assessing the fair market value of 100% of the
i1ssued capital in NPH Funds, we have assessed 100% of the 1ssued capital in NPH, on a going
conecera basis, using the net realisable assets approach.

Accordingly, the fair market walue of NPH has been assessed by aggregating the estimated fair
market value of the investment portfolio of the company. the value of the MSA, together with
the realisable value of other assets and deducting Lhabilines.

In relation to the valuation of the MSA, we have separately assessed the value of the Service Fees
and Performance Fees components of the MSA.

We have used the earnings based methodology to assess the value of the Service Fees component
of the MSA based on its historical income, being income derved during the perod from 21
November 2006 (the effectsve date of the MSA) to 30 November 2007, and the likely income for
FY08.

We have estimated the potential Performance Fee for FY08, which is based on the shareholder
return for the period from 16 November 2006 to 30 June 2008, We note that future Performance
Fees are highly reliant on the futiire market capitalisation of MFG, which cannot be predicted
reliably. As a result, we have used the DCF methodology in conjunction with Monte Cailo
simulation to assess the Likelihood of NPH Funds achieving the annual Performance Fee for the
periods subsequent to FY08. Monte Carlo simulation vses random numbers and known varables
to calculate a likely result.

For the purpose of this report, we have based our valuation on the most recent financial position
of NPH Funds, being the financial position as at 30 November 2007. We note that the balance
sheet of NPH Funds as at 30 November 2007 is unaudited and 1z based on management
accounts.
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Where appropriate, we have considered the movements of key balance sheet items since 30 June
2007 as a part of our assessment. We set out below the consolidated balance sheet of NPH
Funds as at 30 June 2007 and 30 November 2007

Figure 19: NFPH Funds balance sheet
As at As at
30-Jun-07 30-Nov-07
Audited Unaudited
5000 S000
ASSETS
Cash 93 701
Receivables 736 368
Other financial assets (investment porifalio) 45 054 28018
TOTAL ASSETS 46,794 29,087
LIABILITIES
Trade and other payables 174 194
Financial liahilities 7,500 7,000
Current tax liabilities 335 542
Dieferred tax liabilities 9,003 3575
TOTAL LIABILITIES 17,012 11,311
NET ASSETS 29,782 17,776
EQUITY
Contributed equity 7,730 7,730
Accumulated gains 22052 10,048
TOTAL EQUITY 29,782 17,776

Setree: NFH Fainds Amnual Rebort and management ascetnts

8.2 Other financial assets (investment portfolio)

INPH Funds has investments in Catalyst Buyout Fund 1 and MFG Shares.

8.2.1 Catalyst Buyour Fund 1

The manager of Catalyst Buyout Fund | periodically provides fair value esnmates of Catalyst
Buyout Fund 1 to the management of NPH Fund. We understand that management of NFH
Funds generally adopt these valuations as the carrming amount of NPH Funds’ investment in
Catalyst Buyout Fund L.

For the purpose of the valuation, we have adopted the carrving value of these investments as at

30 November 2007, as reported by the manager of Catalyst Buyout Fund 1, of approxmimately of
$3.1 million as their far market value.

[
oo
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§.2.2 MEFG Shares and Options

INPH Funds owns 12,606,006 MEFG Shares and 6,300,601 MFG 2009 Options. Both securities
are listed on the ASX :

Figure 20: MEG securiries held by NPH Funds
Low High
MNo.of MFG Shares ('000) 12,606 12,608
alue per MFG Shara (3) (Section 10.2) 1.55 1.65
Value of MFG Shares ($'000) 19,539 20,300
No. of MFG 2002 Options ('000s) 6,301 6,301
‘alue per MFG 2009 Option (3)" 076 076
Value of MFG 2009 Cptions (3'000) 4,728 4,788
Total MFG Shares and MFG 2009 Options (5000) 24,327 25,588
5 - Revised Bidder's Searement, Bloomberg and Caltwlarions

alue of MG 2009 Oprigne & based on 10 days T'WAP ar ar 19 December 2007

For the purpose of the valuation, we have adopted current market value of these investments as
at 19 December 2007 of approximately of $24.3 mullion and $25.6 million.

8.3  Other assets and liabilities
831 Cash

IWPH Fund’s cash balance represents cash on depesits. We note that the balance as at 30
November 2007 includes accrued interest.

8.3.2 Receivables

We note that the amount as at 30 November 2007 incorporates the accrued Service Fees up to 30

November 2007.

§.3.3 Financial liabilities

NPH Funds has an unsecured bank loan with outstanding balance of apprommately $7.0 million
as at 30 November 2007. We note that mterest on the bank loan has been accrued as at 30
November 2007

8.4 Deferred tax liabilities

Deferred tax Lability primarily represents future tax Lhability associated with the revaluation of
INPH Funds’ investments. The balance has reduced from approzimately $9.0 million as at 30

June 2007 to approximately $3.6 muillion as at 30 November 2007 as a result of a decrease in the
fair value of the investment portfolio during that period.

Grant Thornton % 39

Page 85



As the current value of the investment portfolio is below the carrying amount as at 30 November
2007, we have adjusted the balance for deferred tax habihies by as below:

Figure 21: NPH Funds deferred rax liabiliies

Low High

$'000 $'000

Fair value as at 30 Nov 07

Catalyst Buyout Fund 3,100 3,100
MFG Shares and options 24 327 25,588
27,427 28,682
Fair value as at 21 Oct 07 (total) (32.681) {32,651)
Reduction in the fair value of the invesiment porifolio (5,254) {3,993)
Tax at 30% (1,576 (1,198)
Deferred tax liabilties as at 31 Oct 07 5036 5,036
Deferred tax liabilities as at 30 Nov 07 3,460 3,832

Sozrce: NPH Funds Annwal Report and INPH Frande Managensenr Acconnts for November 2007
8.5 MSA

8.5.1 Service Fees

For the purpose of assessing the base value of the MSA, Grant Thornton Corporate Finance has
applied the capitalisanon of earnings methodology to the estimated Service Fee to be earned in
FY08. Based on the terms of the MSA, we have valued the Service Fees component of the MSA
using the capitalisation of earnings after tax or price earnings (“PE”) methodology. Under this
methodology, the value of the Service Fees is derived by capitalising the earnings after tax atan
appropriate PE multiple

The vunderlying assumption in relation to the earnings methodology is that the business being
valued 1s expected to continue in perpenuty. In this regard, we note that the Management
Services provided by NPH Funds to MFG are specialised and are essental to MEG. Whilst the
MSA has a munimum term of 10 vears, for the purpose of the valuation we have assumed that the
relationship between NPH Funds and MFG continues in perpenuty and on sinular terms.

Service Fee for FY08
When considenng the potential Service Fee for FY08, we note that:
o during the first quarter of FY08, the Service Fee earned under the MSA is $542.490; and

o management of NPH Funds has accrued a service fee of $367,674 for October 2007
and November 2007. This amount has been caleulated by management of NPH Funds

based on the average of the daily VIVAP of MFG Shares for the 10 trading days to 30
November 2007

We have estimated the level of Service Fee for FY08 using the actual Service Fee earned for the
first quarter of FY08 and the projected Service Fee for the remaining three quarters of FY08,
having regard to the current market capitalisaton of MFG. We have capitalised the Service Fee
after tax using a PE multiple. The following table summarises our estimate of the Service Fee for
FY08.
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Figure 22: Estmared service fee under MSA

Low High
MNurber of shares an issue (million) 11220 11230
Yalue of MFG Shares () (Section 10.2) 1.55 1.65
Estimated market capitalisation (5 million) 174.07 185.30
Service Feerate 0.3125% 0.3125%
Service Fee per quarter (5 million} 0.54 0.58
Estimated total for G2, Q3 and Q4 FY08 ($ million) 1.63 1.74
Actual for Q1 (5 million) 0.54 0.54
Estimated Service Fee for FY0S hefore tax (5 million) 217 228
Tax at 30% (0.65) (D.68)
Estimate Service Fee for FY08 after tax ($ million) 1.52 1.60

Sourve: NPH Fands Management ecounis and the M4

PE multiples

Trading multiples

When selecting listed companies for our comparable company analysis, we have considered the
MManagement Services provided by NPH Funds to MFG and note that there are no companies
listed mn Australia which provide services directly comparable to the Management Services. As a

result, we have cbserved the trading multples of companies in the funds management busiz
which NPH Funds provides as a part of the MSA.

Summansed below are the trading PE muluples of the selected comparable companies as at

19 December 2007.

Figure 23: Trading comparable companies
Company County Currency FE
2008
Times T
AMP LTD AU 13.8x
AXA ASIA PACIFIC HOLDINGS AU 13.9x
PERFETUALLTD AU iy
AUSTRALIAN WEALTH MANAGEMENT AU 13.8x
TREASURY GROUF LTD AU 8.8
CKN FINANCIAL GROUP LTD AU 20.4x
PRIME FINANCIAL GROUF LTD AU 4.4
Average 19.4x 16.7x
Median 18.6x 16.5x

fations

Saurce: Bloombery and Cal
We have set out i Appendiz A a description of the selected comparnes.
In relation to the trading muluples of the comparable compames, we note that:

¢ the compames selected are much larger in size as compared to the operations of the
MSA;

e the funds under management of these compamnes are much larger than MFG; and
* the compamies have other busmess actrvities in addition to the funds management

business.

Grant Thornton % 41

Page 87



Premisn for control
We note that the trading multples have been calculated based on the market price for munority
or portfolio share holdings and do not include a prenuum of contrel A premivm for control 25

applicable when the acqusition of control of a company or business would give rise to benefits
such as:

o the ability to realise synergistic benefits;

®  gccess to cash flows;

®  access to tax benefits; and

e control of the board of directors of the company.
Evidence from studies mdicate that control premiums on successful takeovers have frequently
been in the range of 20% to 40% and that the premiums vary sigmficantly from transaction to
transaction.

Grven the nature of the MSA, we have appled a premium for control to the trading muluples of
the comparable companies (which have been calculated based on minonty share prices) in

assessing an appropuate PE multiple to value the MSA.
Transaction svidence
In forming our view in relation to an approprate PE muluple to value the MSA, we have also

considered the PE multiples implied by the following recent transactions in the funds
management induestey:

Figure 24: Comparable ransacrions

Deal Value PE Multiple
Deal Date Country Target Company Bidder Company AUD [m} [Times)
82172007 Maaysis Maaysian ‘ndustial Development Fnance Berhad Permodalan Mazonal Berhad 505 12.8

MNE2007 AU Adelaide Bank Lirmited Bendigo Bank Limied 1807 18.3
882007 UK Tribune UK Tracker Public Limited Company Edinburgh UK Tracker Trust FLC 367 83
2012007 UK Tessiand ple Scamp Holdings Lid 573 2.9
2ipv2007 AU MMC Asset Management Limited MMC Confrarian Limited 14 14.2
Pverage 19.7
Median 19.8

Source: Mergermarket and Bloamberg

We note that the implied PE multiples calculated above are based on historical earnings of the
target compatues, may incorporate a premunm for control and mav reflect synergistic benefits
paid by the acqurer.

PE multiple conclusion

In assessing an appropriate PE multiple to apply to the Service Fee derved under the MSA for
FY08, we have had regard to the trading multiples of the funds management industry and the
multiples implied by recent ransactions.

In addition, we have considered the potential termination risk attached to MSA. In this regard,
we note that during the initial 10 vears, MFG can terminate the MSA by providing NPH Fuads
with 90 days notice. Subsequent to the mitial 10 vears, termination 15 effective 1f 90 days notice 13
approved by a resolutzon of the members of MFG.
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Based on the above, we have adopted a PE multple of 16 to 17 umes for the purpose of
assessing the value of MSA.

Valuation of Service Fees

The following table summarises the above discussed assumptions and calculates the fair market
walue of MSA. It should be noted that the value derived under the capitalisation of earnings
methodology excludes any potential value attributable to the Performance Fee component of the
MSA.

Figure 25: Service Fee valuadon summary
Low High
$ million $ million
Estimate Service Fee for FYDS after tax 1.52 1.60
PE multiple (times) 18 17
Fair market value of MSA {excluding Performance Fee) 2432 712

Soure: Calcsilavions

Grant Thornton Corporate Finance has assessed the value of the Service Fee component to be
between 324.3 mullion and 527.1 million.

8.5.2 Performance Fees

We have separately considered the potential Performance Fees recervable by NPH Funds for
FY08B and the potential Performance Fees subsequent to FY08.

As set out 1 Section 5.2.2, the Performance Fee recervable 1s dependent on the TSR achieved.

We set out below the calculation of the Iritial TSR based our assessed value of MFG of between
51.55 and $1..65 per share (Secton 10.2) and the base price of $0.975 as at 21 November 2006.
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Figure 20: Absolute dollar value of Inital TSR

Low High

Mumber of shares (m) 112316 112.316
‘“alue of MFG Shares (3} (Section 10.2) 1.55 1.65
Market capitalisation (5 m) CMC 174.090 185.321
Initial number of shares (m) 28259 28258
Initial share price (§) 0.875 0.975
Initial market capitalisation (S m) omMC 28.528 28.528
Shares issusd in placement offer (m) 38.400 28.400
Shares issued in entitiements ¢ prierity offer (m) 39.696 39.696
lssue price (3} 0.975 0.975
A TE.144 TE.144

Shares issued under Employee Share Scheme (m) 4855 4 955
lzsue price ($) 166 166
B 8.225 B.225

Shares issusd by exercize of Initial Options (m) 0.007 0.007
Issue price (3) 1.20 1.20
c 0.008 0.008

Mew capital subscribed (3 m) A+B+C=NC 84377 84377
Absolute dollar value of Initial TSR ($ m) CMC-OMC-NC 61.185 T2.416

Calesilarions
Performance Fee for FYDS

Based on the absolute dollar value of LInitial TSR calculated above, we set out below our assessed
performance fee recervable for FYOS.

Figure 27: FY03 Performance Fee

Low High
Absolute dellar returm (Emillion) 61.185 T2415
Performance fes % 15% 15%
Performance fee (§ million) 8.178 10.882
Tax {$ million) (3.259)
After tax perfermance fee (S million) 7.803
Discount allowance (%) 20% 10%
Assessed performance fee ($ million) 5140 6.843

Souree: Caleslavions

Given the potential uncertainty around the share price of MFG in June 2008 and time value of
money, we have discounted our calculated result by 10%0 1o 20%. As a result, we have assessed
the potenual Performance Fee recervable by NPH Fuads for FY08 to be in the range of 55.1
million and $6.8 million, after tax.
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Likely Performance Fees subsequent to FY08

For the purposes of assessing the value of the Likely Performance Fees subsequent to FY0§, we
have applied the DCF methodolegy to the projected Performance Fees payable to NPH Funds
over the minimal term of the MSA. The projected Performance Fee assumes NPH Funds is able
to meet the performance criteria as set out in the MSA.

Potential Performancs Feer
In order to assess the likely Performance Fee subsequent to FY08, we have used Monte Carlo
analysis to simulate the potental Performance Fees over the minimal term having regard to the

following mputs:

*  our assessed MFG Share price of $1.55 to $1.65 (Section 10.2);

*  ourassessed volatdity of MEG shares of 3°
¢ one vear Commonwealth Government Bond rate of 6.63% as at 19 December 2007;
® corporate tax rate of 30%; and
¢ the relevant terms of the MSA.

In order to assess whether a potential Performance Fee 15 payable at the anniversary (“Testing
Date”’), we have simulated the share price of MFG at each Testing Date. We have assumed that,
i line with commonly accepted financial theory, the likely share prices at anyv future point in time
will follow a lognormal distribution defined by a mean and standard deviation as diseussed below.

The possible values at the Testing Dates are therefore able to be modelled using Moente-Carlo
simulation. Monte Carlo methods are a widely used class of computational algorithms for
sumulating the behaviour of various physical and mathematical systems (such as stock prices).
They can be used to find solutions to mathematical problems with many variables by applving a
large number of trials (using random numbers generated mn accordance with a defined
distribution) 1n order to converge on the most likely result.

Specifically, we have undertaken a large number of trals {10,000) involving randomly generated
nambers conforming to a defined lognormal distribution and have determined the Performance
Fee following each trnal. Based on the MSA, NPH Funds will receive the following Performance
Fee based on the absolute total shareholders return over a financial vear period:

*  zero Performance Fee if the total shareholder return 1s less than 10%;

e 10% Performance Fee if the total shareholder return 15 greater than 10% and less than
20%;

¢ 15% Performance Fee if the total shareholder return is greater than 20%.

The potential Performance Fee is equal to the mean of the indrmdual Performance Fees aclueved
in all trzals at the Testing Dates (1e. both zero and non-zero results).

Dircount rate
For the purpose of tlus report, we have used the after tax weighted average cost of capital

(“WACC”) to discount the likely Performance Fees over the muinimum term of the MSA_ This
takes into account the capital structure of NPH Funds.
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We have discussed our discount assumptions below:

o sk free rate has been assessed at 6.2% based on the yield en 10 yvear Commonwealth
Government Bonds as at 19 December 2007,

®  Dbera, which is a measure of the expected covanance (i.e. volatlity and correlation of
retuns) between returns on an investment and retuns on the market as a whole. We
have had regard to the following ecuity betas of a number of listed funds management
compatues m Australia:

Figure 28: Comparable companies’ beras

Company Country Beta
AMP LTD AU 1.00
AXA ASIA PACIFIC HOLDINGS AU 1.03
PERPETUALLTD AU 1.056
AUSTRALIAN WEALTH MANAGEMENT AU 1.10
TREASURY GROUP LTD AU 0.95
DKN FINANCIAL GROUP LTD AU 0.52
PRIME FINANCIAL GROUP LTD Al 0.89
Mean 0.93
Median 1.00

Source: Bloomberg

For the purpose of this report, we have adopted the median of the above equity betas of

L

e sk premmm of 6%, which is consistent with the arithmetic average retumn on the
Aunstralian market from 1974 to 2002;

*  cost of debt of 10%;
o debt to value ratio of 20%; and
®  tax rate of 30%.
Based on the above assumptions, we have adopted a WACC of 11%.

The WACC has been applied to our estimated future after tax cost flows to arrive at the net
present value of the Performance Fee.

Net present vaine of the likely Performance Fee subsequent to FY08
Based on the above, Grant Thornton Corporate Finance has calculated the likely net present
value of the Performance Fees recervable subsequent to FY08 to be in the range of $8.2 milhon

to $11.7 mullion.

8.6 Capitalisation of administration costs

MAM provides admunistration functions to NFH Funds at an estimated annual cost of
approxmately $53,000 (FY2006: $50,000). For the purpose of the valuation we have deducted

from the net asset value of NPH Funds the capitalised value of the estimated administrative
overheads of approxzimately $70,000 per annum ($49,000 after tax). The amount incorporates the
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administration costs charged by MAM and other adnunistrative costs which NPH Funds expects
to incur.

We have capitalised the administrative costs after tax at a PE multiple of 17 times based on
comparable companies analysed 1n secton 9.7. The capitalisation of administration cost
amounted to $833,000.

8.7  Summary of valuation — NPH Funds

The following table summarises the caleulation in relaton to the fair market value of 100% of the
equuty interest :n NPH Funds:

Figure 29: Valuaton summary
Low High
Ref. 5000 $000
Investment portfolio
Catalyst Buyout Fund 1 821 3,100 3,100
MFG Shares and Oplions 522 24 327 25588
Cash .31 701 701
Receivables 6.3.2 358 3568
Trade and other payables (194) (194)
Financial liabilities §.33 (7,000} (7,000}
Current tax liabilities (542) (542)
Deferred tax liabilities G.4 (3,450) (3,460)
Administration expenses 8.6 (833) (833)
Fair market value excluding MSA 16,468 17,729
Service Fees 691 24,320 27120
Performance Fees to be recognised in FY028 §3.2 5,100 §,800
Performance Fees subseguent to FY02 §.5.2 8,200 11,700
Fair market value of NPH Funds 54,088 63,349

Souree: Calewlarions

It should be noted that in a net asset valuation, the value of nets assets determined implicitly
assumes 100% control of those assets and incorporates a premium for control.

8.8  Valuarion of 40% interest in NPH Funds held by Mr Douglass
For the purpose of allocating the fair market value of NPH Funds to the 40% shareholding held
by Mr Douglass and the 60% shareholding held by NFPH, we have considered the terms of the

Shareholders’ Deed, in which we note that:

¢  atall tmes, each NPH Funds shareholder (being NPH and Mr Douglass’ associates) will
be enttled to equal representation of Directors on the Board;

¢ the Chairperson, who can be any Director, does not have a casting vote; and

* 3 quorum of the shareholders at a general meeting is shareholders holding at least 75%
of the NPH Funds Shares on issue.

In our opinion, both NPH and Mr Douglass have the same level of control over the business
affairs of NPH Funds, except for the level of dimidends distribution and the receipt of final
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distribution in the event of a wound up. Accordingly, we have allocated the fair market value of
INPH based on the shareholdings.

The following table summarises the allocation of the fair market value of NPH Funds to the
respective shareholders:

Figure 30: Valuation summary
Low High
$000 $000
40% interest hald by Douglass 21,635 25335
80% interest held by NFH 32,453 38,009
Total 54,088 63,349
Somre: Caleeelations
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9 VALUATION OF NPH
9.1  Selected methodology

NPH 1s an investment holding company and holds a 60% inrerest in NPH Funds. Given most of
the investments of WPH are in publicly listed corporations, we have assessed 100% of the issued
capital in NPH using the net realisable assets approach on a going concern basis.

The fair market value of NPH has been assessed by agpregating the estimated fair market value
of the investment portfolio directly held by NPH, the value of the 60% interest in NFH Funds,
together with the realisable value of other assets and deducting labilimes.

For the purpose of this report, we have relied on the information contained in the most recent
annual report published by NPH, being FY07. As NPH Funds is the only subsidiary of NPH, we

have used the parent entity balance sheet of NPH as at 30 June 2007 as the base to our valuation.

We set out NPH's parent entity balance sheet in the table below:

Figure 31: NPH balance sheer
As at
30-Jun-07
Audited
§'a00
ASSETS
Current Assets
Cash and cash equivalents 4,830
Trade and other receivables 10
Financial assets 8,348
Total current assets 11,786
Non Current Assets
Finzancial asseis 20,324
Deferred tax assets 213
Total Non-Current Assets 30,537
TOTAL ASSETS 42,384
Current liabilities
Trade and octher payables 54
Current 1ax liabilities 13z
Short-term provisions -
Total current liabilities 188
Non current liabilities
Finzncial liakilities =
Deferrad tax liabilitiss 4518
Total non current liabilities 4,819
TOTAL LIABILITIES 5,005
NET ASSETS 37,379
EQUITY
lzsued capita 28,054
Ressrves 8,180
Retained eamings 5,165
TOTAL EQUITY 37,379
Sesirce: NPH FYO7 _Annsal Reporr
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9.2 Current and non-current financial assets (excluding investment in NPH Funds)

Current and non-current financial assets are comprised of NPH’s investments in secuirities i
Australian and foreign companies. We note that the total carrying amount of apprommartely 537.3
millien as at 30 June 2007 includes the carrving amount of NPH's 60%: interest in NPH Funds of
approximately $4.6 mullion.

Based on the accounting policies of NPH, we note that the carrving amount of these investments
represents their fair value as at the balance date. We further note that, NPH has disclosed in its
annual report, as a subsequent event, that the fair value of the mvestment portfolio (excluding its
interest in INPH Funds) was approzimately $24.4 million as at 28 August 2007,

INPH owns 6,696,651 MFEG Shares and 3,069,666 MFG 2009 Opuons. NPH has not disclosed
details of its other investments and it is not possible to observe their corresponding current fair
walues.

Based on the 10 days VWAP of MFG Shares and MFG 2009 Options as at 28 August 2007, the
carrying value of NPH's interests in MFG 1s approzimately $13.6 million as calculated below:

Figure 32: NPH Investment Portfolio as at 28 August 2007
As at
28-Aug-07
Actual
No. of MFG Shares ('000s) 6,697
Share price (§) 1.4087
Value of MFG Shares (3'000s) 10,035
No. of MFG 2009 Options {"000s) 3,070
Option price {3) 1.1685
Walue of MFG Options (3'000s) 3,587
Total value of MFG securities 13,623
Yalue of ather investments (3'000s) 10,780
Total portfolio value ($'000s) 24,403

Calerilations

As a result, the carrying value of other investments owned by NPH Funds, excluding its 60%
interest in INPH Funds. is apprommartely $10.8 mullion as at 28 August 2007.

We noted that since 28 August 2007, the S&P/ASX 200 index has increased from 6,176 points
on 28 August 2007 to 6,226 points on 19 December 2007, representing an increase of
approximately 0.8%.

For the purpose of the valuation we have:

e valued NPH's investments i MFG using our assessed value of MFG securities; and

e adopted the value NPH's investments in other companies as at 22 August 2007 mven the

increase in the S&P/ASX 200 index 15 less than 1%
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The following table details our calculanons:

Figure 33: NFPH Invesunent Portfolio
As at As at
13-Dec-07 13-Dec-07
Low High
No. of MFG Shares ('000s) 5,697 6,697
Yalue per share (5) (Section 10.2}) 155 1.65
Walue of MFG Shares (3'000s) 10,380 11,048
Ne. of MFG 2009 Options ('000s) 3,070 3,070
Option price (5) - 10 days VWAP as at 15 Dec 07 0.76 0.76
Walue of MFG Cptfions ($°000s) 2,333 2,333
Walue of other investments as at 22 Aug 07 (5'000s) 10,780 10,780
Total portfolio value ($'000s) 23,493 24,162
Calesilavions

9.3 Investmentin NPH Funds

INPH owns 60% of the issued capital in NPH Funds, with a respective farr market value of
between $32.5 mullion and $38.0 million (refer Section 8.8).

9.4  Other assets and liabilities

941 Cash

INPH’s cash and cash equivalents balance represents cash at bank and shert-term bank deposits.
For the purpose of the valuation, we have adopted the balance as at 30 June 2007 as 1rs fair
market value.

9.4.2 Deferred tax assets and liabilities
Deferred tax assets and liabilities are primanily related to the timing differences associated with
unrealised gains and losses on financial assets. For the purpose of the valuation, we have adopted

the net book value of these assets and hahilities with the adjustment for the depreciation in
investment portfolio subsequent to 30 June 2007.
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Figure 34: INFPH deferred tax liabiliries

Low High
5'000 $'000

Reduction in the fair value of the investment porifaliio:
Fair value as at 19 Dec 07 23,493 24162
Fair value as at 30 Jun 07 32,663 32,663
Difference {8,170} (8,501)
Tax at 30% 2,751 2550
Deferred tax liahilities az at 30 Jun 07 {4,819) 4,819)
Deferred tax liabiliies as at 19 Dec 07 (2,068) (2,269)
Deferred tax assets 213 213
Met deferrad tax liabilities {1,855) (2,058)

Sowrce: NPH Funds FYO7 ~unual Esporr, Management Ascownrs and Calenlarions

9.4.3  Other items

For valuaton purpose, we have adopted the net book value of other assets and Labilities as their
fair market value.

9.5  Financial results since 30 June 2007

We have relied on the financial position of NPH as at 30 June 2007 to assess its fair market value.
Accordingly, we have considered the potential profit/loss attbutable NPH subsequent to 30
June 2007, other than gains and losses of the investment portfolio which have been incorporated
in our fair value assessment.

We have considered the finaneial performance of NPH for FY07 excluding the realised and
unrealised gains/losses associated with 1ts investment portfolio and have concluded that potential
results from 30 June 2007 to the date of this report 1s likely to breakeven.

9.6 Dividend
We note that NPH paid its final ordinary dimidend of 0.5 cents per NPH Share on 9 October
2007 amountmg to $109,232. This amount has not been reflected in the financial position of

INPH as at 30 June 2007. For the purpose of the valuation, we have deducted $109 252 from the
net asset value of NFH.

9.7  Administration costs

We have reduced to the net asset value of NPH by the capitalised value of the esumated
admimistrative overheads of approximately $130,000 per annum ($91,000 post tax). The amount
includes emplovee costs, administration expenses and legal costs and represents costs necessary

to maintain the operation of NPH.

We have capitalised these costs at a PE multple of 17 times, which equates to $1.5 million.
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9.8  Cash receipt upon exercising of options

We note that NPH has the following options outstanding:

Figure 35: INFPH Oprtions

Option Tranch Expiring date Exercise price  Options Outstanding
NPH First Option 31-Dec07 $1.25 8,075,931
NPH Second Option 31-Decddg $1.30 73,922

Source: NPH FYU7 Annual Beport

We further note that for each NPH First Option exercised, one NPH Share and one NPH
Second Option will be granted.

We have assessed 100% of the issued capital in NPH on a fully diluted basis. We note that Mr
MMackay has irrevocably agreed to let lapse all of lus NPH First Options, however, for the
purpose of assessing the value of Mr Mackay’s interests NPH, we have assumed that all his NPH
First Options, and consequently the NPH Second Options, to be exercised. Accordingly, we
have assumed NPH to have recerved approxzimately $23 million i subscription mornies as
caleulated below:

Figure 30: NPH securities on issue
NPH NPH Change in

NPH Shares First Options Second Options NPH's Cash
Exercise price 5135 $1.20 000
on issus 21,884 381 £.8975,931 73,922
MPH First Options exercised 8,975,931 (8,975,831 B.8975,8231 11,220
Ealance 30,840.912 - 9,049,853
MNBH Second Opticns exercized 5,049 853 - {9,049 853) 11,765
Total - fully diluted 39,890,765 - - 22985
Sowrre: Calesslavions
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9.9  Valuation assessment

We set out our assessment of NPH valuation as follow:

Figure 37: NPH Valuation summary

Financial assets (Investment portiolio)
Other assets and liabilities:
Cash and cash equivalents
Trade and other receivables
Trade and other payables
Current tax liahilities
Deferred tax liabilities (net)
Fair market value of 60% interest in NPH Funds
Financial results since 30 June 2007
Dividend
Capitalization of administration costs
Fair market value of NPH on an undiluted basis
Cash receipt upon exercising of options
Fair market value of NPH on a fully diluted basis
MNurnber of NPH Shares - fully diluted (000}

Fair market value per NPH Share ()

Souwrre: Caleulations

9.10  Valuation cross check

Low High

Ref. $000 $000
9.2 23493 24162
944 4,830 4,530
943 10 10
943 (54) (54)
943 (132) {122
942 (1,855) (2,056)
9.3 32453 38,009
9.5 - -
96 {109) (109)
97 (1,547) (1,547)
57,088 63,114

9.8 22,985 22,985
80,073 86,098

9.8 38,691 34,531
2.01 216

Prior to reaching our valuation conclusion we have considered the reasonableness of our
valnation by comparing our results to the recent share prices of NPH.

For the purpose of tlus report, we have considered the share price of NPH immediately before
MFG’s announcement of the Original NPH Offers. Set out below are the share prices of NPH
prior to the announcement of the Origmal NPH Offers on 5 October 2007:

Figure 38: Recent NPH Share marker prices

NPH recent share price Low (§) High (%) VWAP (5) Volume traded
1 week prior to announcement 314 3.40 322 200147
1 month prior to the announ ceme nt 295 350 322 480,699
2 months prior to the announcament 295 381 134 704,905

Sourve: Bloomberg

We note that the NPH Shares prior to the announcement of the Omginal NPH Offers generally
traded at levels above our assessed valuation range. In this regard we note that the trading

volumes of NPH Shares are generally low and the traded NPH Share prices may not represent

the underlving value of NPH Shares. We further note that our assessment of NPH Shares 1s on a

fully diluted basts and may not be comparable to the market prices observed.
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Based on the above, we conclude that the NPH Share prices prior to the announcement of the
INPH Offers do not represent the underlying value of NPH.

9.11 Valunation of interest in NPH owned by Mr Mackay's investment company
In relation to the Proposed Acquisition of Mr Mackay’s Interests in NPH, we note that:

¢ M Mackay's investment company owas 7,900,561 NPH Shares and 6,992,705 NPH
First Options;

o if the NPH First Options were exercised pror to the expiry date of 31 December 2007,
M Mackay's investment company would have to pay the exercise price of $1.25 for each
INPH First Option that it exercised and m return it would be issued with one NPH Share
and one NPH Second Option;

e if the NPH Second Options were exercised, Mr Mackay's mnvestment company would
hawve to pay the exercise prce of $1.30 for each NPH Second Option that it exercised
and in return 1t would be 1ssued with one NPH Share;

® a5 a part of the Revised NPH Offers, Mr Mackay has irrevocably agreed to let lapse all of
the NPH First Options owned by his investment company by not exercising the NPH
First Options prior to their expiration on 31 December 2007. Accordingly, MFG is
effectively acquining these options at nil consideration; and

¢  our assessed value of NPH Shares 15 on a fully diluted basis. This assumes all NPH First
Options and NPH Second Opuoens (including those options owned by Mr Mackay’s
investment company) are exercised and NPH recerves approzimately $23 million of
subscription monies.

When assessmg Mr Mackay’s investment company interests in NPH, we have:

¢ calculated the fully diluted number of NPH Shares owned by Mr Mackay's investment
company. This assumes that all its NPH First Options and NPH Second Options are
exercised;

o applied the assessed value range of NPH Shares, on a fully diluted basis, to the fully
diluted number of NPH Shares owned by Mr Mackay's investment company; and

¢ deducted from the product above the subscription momnies that Mr Mackay's investment
company would have to pay should all :ts NPH First Options and NPH Second Options

are exercised.

Bv using the fully diluted number of NPH Shares owned by Mr Mackay's mvestment company
and our assessed value range of NPH Shares on a fully diluted basis, we have effectively ascribed
a value to the NPH First Options and NPH Second Options which Mr Mackay's mvestment
company forgoes. Our approach 1s consistent with the terms of the Revised NPH Offers, in
which Mr Mackay intends to let lapse the NPH First Options owned by his investment company
with the objective of reducing the dilution of existing MFG Shareholders.

We have deducted the subscuption monies that Mr Mackay's investment company would need 1o
pay NPH if its NPH First Options and NPH Second Options were exercised. This is consistent
with Mr Mackay’s decision of leting lapse all NPH First Options (and therefore NPH Second
Opuons) owned by lus imvestment company as NPH will not recerve the associated subscription
monies.

Ln
o

Grant Thornton %

Page 101



The following table calculates the notional nmumber of NPH Shares owned by Mr Mackay's
investment company assumung the NPH First Options and NPH Second Options are exercised:

Figure 39: Notional number of NPH Shares ovmed by Mr Mackay's investment company

NPH Shares MFH First Options MPH Second Options Total exercise price
Mo. of shares No. of options No. of options 5000

$1.25 $1.30

Mr Mackay's investment company's interests

Motonal exercize of NFH Frst Cptons

Metional exercise of MPH Second Options

Total 21,885,971 -

e Caltslations

The following table calculates the value of the interests in NPH owned by Mz Mackay's
investment company using the above approach.

Figure 40: Value of Mr Mackay's interest in NPH
Low
5000
Mational number of shares owned by Mr Mackay's investment company (000) 21,258
Fair market value par NPH Share - fully diluted (S} 2m

Less: Motignal exsroise price {17,831}

Value of Mr Mackay's investment company's interest in NPH 20,442

Sourve: Calesdations

We conclude that the total value of the interest n NPH owned by Mr Mackay’s mnvestment
company 15 in the range of $26.2 million to $29. 4 million.
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10 VALUATION OF CONSIDERATION OFFERED

If the Proposed Acquisition of Mackay's Interests in NFPH 1s approved, MFG will 1ssue 1.95
MEG Shares and 0.33 MFG 2016 Opuons for each NFPH Share owned by Mt Mackay's
inwestment company. Mr Mackay has irrevocably agreed to let lapse all of its NPH First Options.
Accordingly, the consideration provided by MFG for interest in INPH First Options owned by
My Mackay’s investment company s nil, irrespective of NPH First Options not forming a part of

the Revised NPH Offers.

Accordingly, the total consideration offered to Mr Mackay's investment company for its interests
in NPH is:

o 15406094 MFG Shares; and
e 2607185 MFG 2016 Options.

If the Proposed Acqusition of Douglass” Interest in NPH Funds is approved, MFG will issue the
following securities as consideration:

o 5844 799 MFG Shares; and
e 10,200,000 MFG Class B Shares.

For the purpose of tlus report, Grant Thornton Corporate Finance has valued the following
secunties which will be used as consideration for the Proposed Transactions:

o MFG Shares;

+ MNFG 2016 Options; and

¢ MFG Class B Shares.
10.1  Valuation of MFG Shares
10.1.1 Selected methodology
The market value of listed securities 15 based on the EMH, which states that the share price at
any point i tume effectrvely includes all publicly available information. EMH effecuvely implies
that the share price 1s always ‘correct’ at a point in ume having regard to what i1s then generally
known, as the price changes ‘almost’ instantaneously when new information becomes available.

The listed market price of the securities 1s also the most appropnate bas:s from which to measure
the value of the securities, due to the following:

e there are no restrictions on the MFG Shares which could impact the hiquidity of shares
to produce an biased security price;

¢ significant mnformanon has been disclosed in relation to MFG operations 1n financial
reports and mnvestor presentations; and

¢ MFG have an obligation under the ASX Lisung Rules (subject to certain exceptions) to
notify the ASX immedsately of any information of which it becomes aware concerning
MFG and MFF which a reasonable person would expect to have a maternial effect on the
price or value of the securities.

wn
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To assess the value of MFG Shares offered as consideration, we have considered the listed
market prces of MEG Shares both before and after the announcement of the Onginal NPH
Offers on 5 October 2007.

10.2 MEFG Share prices

We have assessed the MFG Shares both prior and subsequent to the announcement of the

Ornginal NPH Offers on 5 October 2007.

The MFEG Shares prices observed prior to the announcement of the Original NPH Offers on 5
October 2007 15 summarssed below:

Figure 41: MFG share price prior to the announcement of Original NPH Offers

MFG recent share price Low ($) High (§) VWAP (5) Volume traded
1 month prior o the announcement 1.50 1.80 1.56 1,409,011
3 moenths prior to the announcement 1.40 215 1.70 6,762,208
G months prior to the announcement 140 260 1.94 14,391,906

Sosrce: Bloomberg and Calewlations

We note that the MFG Shares were traded berween $1.40 and $2.60 during the six months prior
to the announcement of Onginal NPH Offers. In addition, we note that the average monthly
trading volume during the six months represents approximately 2% of the total number of MEG
Shares on issue.

The following table summarises the recent MFG Share prices subsequent to the announcement

of the Original NPH Offers on 5 October 2007,

Figure 42: MFG recent share price berween 5 October 2007 to 19 December 2007
Low (5) High (5) VWAP (5) Volume traded
1 week prior io 19 December 2007 1.40 1.69 1.60 457 497
2 weeks prior to 19 December 2007 1.40 1.69 1.62 755,253
5 October 2007 - 19 December 2007 140 1.56 1.67 3,094 385

Semree: Bloomberg and Calewlarions

We note that subsequent to the announcement of the Onginal NPH Offers:
¢ MNFG Shares traded between 51.40 and 51.86 per share;
o VWAP of MFG Shares ranged between $1.60 and $1.67; and

¢ the total wading volume of MFG Shares accounts for approximately 3.56%b of the total
number of MFG Shares on 1ssue.

In arriving at our conclusion we have placed more emphasis on the market prices of MFG Shares
subsequent to the announcement of the Ongmal NPH Offers. due to the following:

¢ the prices subsequent to the announcement of the Onginal NPH Offers reflect investors
assessment of new information contained in the Original Bidders Statement on the
benefits expected to arise from the takeover of NPH and the mternalisation of the MSA
including;
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¢ MFG will divers:fy its operations to include the mvestment portfolio held by NPH
and NPH Funds;

e MNessrs Mackay and Douglass will become employees of MAM (2 wholly owned
subsidiary of MFG) and recerve total remuneration of $0.5 million per annum and
a potential mamimum performance bonus of $0.5 million;

¢  MAFG will not be required to pay quarterly service and annual performance fees to
NPH Funds;

* the prices subsequent to the anncouncement of the Onginal NPH Offers reflects the
result of the negonations between MFG and NPH with respect to the takeover offers;
and

* we consider the securities prices subsequent to the announcement of the Original NPH
Offers to be more representative of the share price assumung the proposed transactions
are approved.

Based on the above, we have assessed the value of MEFG Shares in the range of $1.55 and §1.65
per share.

10.3 Valuartion of MFG 2016 Options

We have used the Binomual Model to assess the value of the MFG 2016 Options. We have
summarised our assumptions below:

& Eoervire price — we have assumed an exercise prce of $3.00 for MFG 2016 Options 1n
accordance with the option terms;

e Option jife — the MFG 2016 Options may be exercised during each two month period
commencing on the date that is two business days after the announcement of MFG's
results for the financial year to 30 June, and results for the half-vear to 31 December.

The MFG 2016 Options expire on 30 June 2016;

¢ Price of the underiying shars — for the purpose of the valuation we have used our assessed
value of MFG of $1.55 to $1.65 per share;

o Eopected 1olatility — we note the trading history of MFG shares (from the recapitalisation
i1 November 2006 to our assessment date) 1s linited in comparison to the expected life
of the MFG 2016 Options of approzimately § years. Accordingly we have assessed an
expected volatlity for MFG at 33% having regard to the volatility of comparable
compames (refer to Figure 42 below);

o Dividende — We have assumed a dividend vield of 3.5% per annum having regard to the
dividend vield of comparable companzes as the history of the MFG dividend payment is
Limuted and may not reflect the future strategy of MFEG; and

e Rirgfive rare - We have assumed a risk free rate of 6.2% based on the prevailing vield on
a 10 year Commonwealth Government bond as at assessment date (Sowre: Bloowberz)

Based on the above assumptions and having regard to a Binomual Model, we have assessed the

value of MFG 2016 Options at between 30.33 and $0.37 per opuon. We set out below the
volatility and dividend vield of the comparable companies:
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Figure 43: Comparable company volatlity and dividend vield

Company Country Currency Current Div Yield
Markst Cap Volatility
Milon %
AMPLTD AU AUD 10,067 24%
AXA ASIA PACIFIC HOLDINGS Al AUD 13 20.3%
PERPETUAL LTD Al AUD 1 226%
AUSTRALIAN WEALTH MANAGEMENT AU AUD 1,528
TREASURY GROUP LTD AU AUD n
DN FINANCIAL GROUPLTD AU AUD 218
PRIME FINANCIAL GROUPLTD AU AUD o7
Average 4% 3.36%
Median 29.3% 3T79%

Source: Bloomberg
10.4 Valuation of MFG Class B shares

When considering the potential value of MFG Class B Shares, we note the terms in relation to
MFEG B Shares in Section 6.4 of this report. We further note that the MFG Class B Shares to be
1ssued to Mr Douglass, as a part of the consideration for his 40% equity mterest in NPH Funds,
will be consolidated based on the following formula

12#0.125%0 4*MFG Share Capital
Where, MFG Share Capital means the lower of:
¢ the number of MFG Shares on 1ssue at the end of 21 November 2016 (in the case of
Automatic Conversion, details refer to clause 7 of the Bidder’s Statement) or the number
of MFG Ordinary Shares on 1ssue at the beginning of the Holder Conversion Period (in
the case of conversion of Early Conversion, details refer to clause 8 of the Bidder’s
Statement) ; and
e 170,000,000.
Based on the estimated number of MFG Shares on 1ssue at the conclusion of the transactions,
the number of consclidated MFG Class B Shares 1s in the range of 7.6 million (calculated based
on the existing number of MFG Shares) and 10.2 million (calculated based on the maximum
MFEG Share Capital). Each consolidated MEG Class B Share will be convertible inte 1 MFG
Share after 21 November 2016, subject to the conditions in relation to M Douglass emplovment.
Given the terms of the MFG Class B Shares, the timing of its associated economic benefits is

only available to the MFG Class B Shareholder after November 2016. We have used our assessed
value of MEG Shares as a base and adjust the value with a discount which reflects:

¢ MFG Class B Shareholders are not entitled to recerve dimidends;

¢ MG Class B Shares are not quoted on the ASX;

o  MFEG Class B Shareholders are subordimated to all creditors of MEG;

¢ MNFEG Class B Shares do not entitle the holder to vote at any general meeung of MFEG:
o the tming berween the assessment date and the conversion date of 21 November 2016;
o the conversion of MFG Class B Shares into MFG Shares 1s subject to a number of

conditions, including the fumure employment performance of Mr Douglass.
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Based on the above, we have assessed the value of MFG Class B Shares by applving a discount of
50% to our assessed value of MFG Shares. As a result, our assessed value of MFG Class B
Shares 15 1n the range of $0.78 to 50.83 per share. Based on the number of MFG Shares

potentially to be 1ssued to Mr Douglass of 7.6 and 10.2 mullion, the total value of the MFG Class

B Shares offered as a part of the consideration to Mr Douglass for the Proposed Acqusition of
Douglass Interest in NPH Funds :s i the range of $3.9 million and 58.5 million. The following

table details our assessment:

Figure 44: MEFG B Class S8hare Valuation

MFG Share Capital (m)

Consolidation factor

Consolidated MFG Class B Sharas (m)
Assessed MFG Share price (8)
Discounted factor

‘alue per Class B Share (5)

Total value of Class B Shares ($'m)

Low High
126.10 170.00
0.08 0.06
7.60 10.20
1.55 1.65
E0% E0%
0.78 0.83
593 8.47

Sowree: Caleslarions
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11 EVALUATION OF THE PROPOSED ACQUISITION OF MACEAY’S
INTERESTS IN NPH

11.1 Fairness

The following table summarises the value of interest in NFH owned by Mr Mackav’s investment
company and the consideration offered:

Figure 45: Assessment of fairness
Low High ™
Walue of the consideration offerad
MNumber of MFG Shares ('000) 15,406 15,408
Assessed value per MFG Share (3) 155 1.65
Subtotal (3'000) 23,879 25420
MNumber of MFG 2016 Options (million) 2,607 2,607
Assessed value per MFG 2016 Option () 0.33 0.37
Subtotal (3'000) 860 965
Total value of consideration ($'000) 24738 26,385
Value of Mr Mackay's interests in NPH ($'000) 26,159 25442
Source: Calcslarions
(1 O % ki ; any & based on cir

ed VAaATIEN assesriment of
closing share ¢ fINFPH Sh r 8300
s NPH Sharer and their observed thare p
rhiv transaction. Further, our valuation

i e of INPH Shares on
'H Shares of berween $2.07 and 52.16 on a flly

ing valve of NPH Shares on a filly dilired basis
rion 1o the NFH gpwans owmed by Mr Mackay
basis. Accordingly, we bave adopred our assessed value range f NI
e prinbosss of this report

wiglves assessing rhe

THFENT G

Based on the above analysis, we note that our assessed value of Mr Mackay’s interests in NPH of
526.2 million to $29.4 million is higher than the value range of the total consideration offered by
MFG of $24.7 million to 526.4 million.

Mr Mackay has irrevocably agreed to let lapse all NPH Furst Options owned by lus investment
company by not exercising them prior to their expiration on 31 December 2007. However, for
the purpose of our analysis, we have ascribed a value to these options given Mr Mackay's
decision of not exercising these options forms a part of the Proposed Transactions.

QOwr assessment of the value of MFG Shares offers as part of the consideration 1s based on
market price of MFG Shares subsequent to the announcement of the Ongmnal NPH Offers. We
note the market price reflects investors’ expectatons of the benefits ansing from the Proposed
Transactions including:

e diversify its operations 1o include the investment portfolio held by NPH and NPH
Funds;

e Messrs Mackay and Douglass becoming emplovees of MFG for total remuneration of
30.5 nullion per annum and potential maximum performance bonus of $0.5 million per

annum; and

®  cost savings in relation to the Services Fees and Performance Fees.
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As the value of the consideration offered 1s less than the value of NPH owned by Mr Mackay’s
investment company, the Proposed Acqusition of Mackay's Interests in NPH 1s fair under RG
111. Accordingly, Grant Thornton Corporate Finance concludes that the Proposed Acquisition
of Mackay’s Interest in NPH is fair to the non-associated shareholders of MEG.

11.2 Reasonableness

As the Proposed Acquusition of Mackay's Interests in NPH 1s fair to the non-associated
shareholders, the proposed transaction 1s also reasonable in accordance with RG 111,
Nonetheless, we have summarised some of the relevant likely advantages and disadvantages
associated with the proposed transaction.

Advantages

The likely advantages associated with the Proposed Acqusition of Mackav's Interests :n NPH
inchade:

¢ the potenual future Service and Performance Fees payable by MFG to NPH Funds may
be material If the internalisation of the MSA is completed, Messrs Douglass and Mackay
will become emplovees of MAM (a wholly owned subsicdiary of MGF). We note that
their total remuneration of 0.5 mullion and potential total performance bonus of 50.5
million per annum are potentally lower than the commercial fees payable under the
MSA. By internalising the MSA, MFG can reduce the operating costs of MFG. The
Proposed Acquisition of Mackay Interests in INPH 1s a vital process to the internalisation
of the MSA;

¢ M Mackay has irrevocably agreed to let lapse all of its NPH First Options by not
exercising them prior to their expiration on 31 December 2007. If the Proposed
Transactions are approved, the economic benefits receivable by Mr Mackay are inferior
to those recervable by other NPH Security holders;

¢ MFG Shareholders will diversify their investments into the imnvestment portfolio held by
NPH and NPH Funds (other than those shares in MFG which will be cancelled if the
INPH Offers are successful);

Disadvantages

The likely disadvantages associated with the Proposed Acquisition of Mackay’s Interests in NPH
inclode:

e if the Propeosed Transactions are completed, the shareholding in MFG of the existing
MEFEG shareholders (other than Mr Mackay, Mr Douglass and NPH) will be diluted form

approximately 82% to apprommately 63%; and

e if the Proposed Transactions are completed, MFG will own a portfolio of listed and
unlisted investments previously held by NPH and NPH Funds. We note NPH and NPH
Funds hold a number of MFG Shares. To the extent that these MFG Shares will be
cancelled, MFG shareholders will be exposed to risks of passive investments in listed
and unlisted companies. However, we note that MFG management intend to review the
acquired investment portfolio.
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Other factors
Other factors which mav be relevant to the non-associated shareholders of MFG mclude:

o the financial interests of Messts Douglass and Mackay will be betrer aligned with MFG
Shareholders as a whole and with non-associated shareholders. In addition, Messts
Douglass and Mackay have agreed to re-commut to their current exclusivity with MEG
untd at least | July 2012, The exclusimty agreement restncts them from mvesting 1 a
funds management business within Australia and New Zealand;

o the Rewised NPH Offers have a nummum acceprance of 90%. Mackay owns 36% of
INPH cn an uadiluted basis. Accordingly, the approval of the Proposed Acquisition of
Mackay's Interests in NPH is a vital step in the NPH Offers;

¢  at the conclusion of the Proposed Transactions, the number of MFG Shares on isste
will increase from the existing 112.3 mullion to 145.3 mullion. While the liquidity of MFG
Shares will increase, seme of the NPH Shareholders may choose to dispose of thewr
MFEG Shares. This may affect the short-term prices of MFG Shares; and

¢ our valuation of the MFG Shares invelves observing the market price of MFG Shares
subsequent to the announcement of the Proposed Transactions. This valuation
methodology is fundamentally different in style in comparison to our valuation
assessment of NPH and NPH Funds (based on the underlying value of these
compainies). In particular we note our assessment of the value of MFG Shares is based
on the EMH which assumes market prices have incorporated the information of the
Proposed Transactions (as disclosed in the Revised Bidder's Statement). As a result, it is
1in our opinzen that any pro forma adjustments, mchuding cost savings associated with the
MSA and emplovee costs have already been factored in the observed market price.

11.3 Conclusion
Based on the above, Grant Thornton Corporate Finance concludes that Proposed

Acquisition of Mackay's Interests in NPH is fair and reasonable to the non-associated

shareholders of MFG.
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12 EVALUATION OF THE PROPOSED ACQUISITION OF DOUGLASS’
INTEREST IN NPH FUNDS

12.1 Fairness

The following table summarises the value of NPH Funds owned by Mr Douglass and the
consideration offered:

Figure 406: Assessment of fairness

Low High

Walue of consideration offered
MNumber of MFG Shares ("000) 5,845 5,845
Assessed value per MFG Share (5) 155 1.65
Assessed value of MFG Shares (5'000) 9,059 9 644
Aszsessed value of MFG Class B Sharas (3'000) 5,930 8,470
Total value of consideration offerad ($'000) 14,989 18,114
Yalue of 40% interest in NPH Funds held by Douglass ($'000) 21,635 25,339

Sourve: Calenlarions

As our assessed value of 40%% of NPH Funds held by Mt Douglass 1s lugher than the value of the
consideration offered, we conclude that the Proposed Accuisition of Douglass’ Interest in NPH
Funds 1= fair to the non-associated shareholders of MEG.

12.2 Reasonableness

As the Proposed Acqusmon of Douglass’ Interest in NPH Funds is fair to the non-associated
shareholders of MFG., the proposed transaction is also reasonable in accordance with RG 111,

However, we have outlined some of the relevant factors below:

Advantages

The likely adwvantages associated with the Proposed Acquisition of Douglass’ Interest in NPH
inchade:

¢ the potential future Service and Performance Fees payable by MFG to NPH Funds may
be material If the internalisation of the MSA is completed, Messrs Douglass and Mackay
will become emplovees of MAM (a wholly owned subsidiary of MGF). We note that
their total remuneration of $0.5 mullion and potential total performance bonus of $0.5
million per annum are potenually lower than the commercial fees payable under the
MSA. By internalising the MSA, MFG can reduce the operating costs of MFG. The
Proposed Acqusition of Douglass Interest in NPH Fund is a vital process to the
internalisation of the MSA. In addition, Messzs Douglass and Mackay have agreed to re-
commut to their current exclusivity with MFG until at least 1 July 2012, The exclusivity
agreement restricts them from investing in a funds management business within
Australia and New Zealand;; and

¢ MFG Shareholders will diversify their investments into the investment portfolio held by
INPH Funds (other than those shares in MFG which will be cancelled).

un
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Disadvantages

The likely dizadvantages associated with the Proposed Acquisiion of Douglass’ Interest in NPH
Funds include:

¢ if the Proposed Transactions are completed, the shareholding in MFG of the existing
MFEG shareholders {other than Mr Mackay, Mr Douglass and NPH) will be diluted from
approzimately 82% to approzimately 63%; and

e if the Proposed Transactions are completed, MFG will own a portfolio of listed and
unlisted investments previously held by NPH and NPH Funds. We note NPH and NPH
Funds hold a number of MEG Shares. To the extent that these MFG Shares will be
cancelled, MFG shareholders will be exposed to risks of passive investments in listed
and unlisted compames. However, we note that MFG management intend to review the
acquired investment portfolio.

Other factors

If the Proposed Transactions are approved, the financial mterests of Messrs Douglass and
Mackay will be better aligned with MFG Shareholders as a whole and with non-associated
shareholders.

In addition, Messrs Douglass and Mackay have agreed to re-comnut to thewr current exclusivity
with MEG until at least 1 July 2012, The exclusivity agreement restricts them from investing in a
funds management business within Australia and New Zealand.

12.3 Conclusion

Based on the above, Grant Thornton Corporate Finance concludes that the Proposed

Acquisition of Douglass’ Interest in NPH Funds is fair and reasonable to the non-
associated shareholders of MFG.
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13 SOURCES OF INFORMATION, DISCLAIMER AND CONSENTS
131 Sources of information

In prepacing this report Grant Thornton Corporate Finance has used various sources of
informatien, including:

¢  Draft Notce of Extraordinary General Meeting and Explanatory Memorandum;

*  QOmginal Brdder’s Statement lodged with ASIC on 21 November 2007;

¢ Revised Bidder's Statement lodged with ASIC on 20 December 2007;

¢ MFG's FY07 Annual Report;

e NPH’s FY07 Annual Report;

¢ NPH Funds’ FY07 audited accounts and management accounts;

¢  Share prices and other information sourced from Bloomberg;

¢ Company information sourced from company website and market brochure;

¢ Releases and announcements by MFG and NPH on the ASX; and

e Other publicly available information.
13.2  Qualifications and independence
Grant Thornton Corporate Finance Pry Lid holds Australian Financial Service Licence number
247140 under the Corperanons Act 2001 and its authonsed representatives are qualified to
provide this Report
Grant Thornton Ceorporate Finance provides a full range of corporate finance services and has
advised on numerous takeovers, corporate Taluations, acquisitions, and restructures. Prior to
accepung this engagement, Grant Thornton Corporate Finance considered its independence with
respect to MFG and all other partes involved i the Proposed Acquisition with reference to the
ASIC Regulatory Guude 112 “Independence of expert” We concluded that there are no conflicts
of interest with respect to MFG, its shareholders and all other parties involved in the Proposed
Acquisition.
Grant Thornton Corporate Finance and its related entities do not have at the date of tlus report,
and have not had within the previous two vears, any shareholding in or other relationship with
MEG (and associated entities) or NPH (and associated entities) that could reasonably be regarded
as capable of affecting its ability to provide an unbiased opinion in relation to the Proposed

Transactions.

Grant Thornton Corporate Finance has no invelvement with, or interest in the outcome of the
Proposed Transactions, other than the preparation of this Report.

Grant Thornton Corporate Finance will recerve a fee based on commercial rates for the
preparation of this Report. This fee is not contingent on the outcome of the Proposed
Transaction. Grant Thornton Corporate Finance’s out of pocket expenses in relation to the
preparation of the report will be rexmbursed. Grant Thornton Corporate Finance will recerve no
other benefit for the preparation of this report.
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13.3 Limitations and reliance on information

Thus report and opinion 1s based on economuc, market and other conditions prevailing at the date
of this report. Such conditions can change significantly over relatively short periods of nme.

Grant Thornton Corporate Finance has prepared thus report on the basis of financial and other
information provided by MFG and publicly available information. Grant Thornton Corporate
Finance has considered and relied upon this information. Grant Thornton Corporate Finance has
no reason to believe that any information suppled was false or that any material information has
been withheld. Grant Thornton Corporate Finance has evaluated the information provided to it
by MFG and other experts through inquiry, analysis and review, and nothing has come to our
attention to indicate the mformation provided was materially misstated or would not afford
reasonable grounds upon which to base our report. Nothing in this report should be taken to
imply that Grant Thomton Corperate Finance has audited any information supplied to us, or has
in any way carried out an audit on the books of accounts or other records of MEG or NPH.

This report has been prepared to assist the independent director of MFG 1n advising its
shareholders in relation to the Proposed Transaction. This Report should not be used for any
other purpose. In partcular, 1t 1s not intended that thus report should be used for any purpose
other than as an expression of Grant Thomton Corporate Finance’s opinion as to whether the
Proposed Transactions are fair and reasonable to the non-associated shareholders of MFG.

MFG has indemnified Grant Thormton Corporate Finance, its affiliated companies and their
respective officers and emplovees, who may be involved m or in any way associated with the
performance of services contemplated by MEG's engagement letter, against any and all losses,
claims, damages and liabilities ansing out of or related to the performance of those services
whether by reason of their negligence or otherwise, excepting gross negligence and wilful
misconduct, and which arise from reliance on information provided by MFG, which MFG knew
or should have known to be false and/ or reliance on information, which was material
information MFG had m its possession and wlhich MFG knew or should have known to be
material and which MFG did not provide to Grant Thoraton Corporate Finance. MFG will
rexmburse any mdemnified party for all expenses (including without limitation, legal expenses) on
a full indemmnity basis as they are incurred.

13.4 Consents

Grant Thornton Corporate Finance consents to the 1ssung of this report i the form and context
1in which it is included m the Notice of Extraordinary General Meetng to be sent to the
shareholders of MFG. Nerther the whole nor part of this Report nor any reference thereto may
be included in or with or attached to any other document, resolution, letter or statement without
the prior written consent of Grant Thornton Corporate Finance as to the form and content in
which it appears.
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GLOSSARY

5or A3

AASB

AsIC

ASX

Binomial Model
Corporation Act
DCF

EBIT

EBITDA

EMH

v

Grant Thomton
Corporate Finance

MAM

Managemenr Services
MFF

MFG or the Company
MFG 2009 Oprions

MFG 2016 Oprtions

MSA

NPAT
NPH

NPH Funds
NPV

NTA

Original NPH Offers

Performance Fees

Anstralian Dollar

Australian Acconnting Standard Boasd

Anstralian Secnaties and Investments Commission
Anstralian Secnsities Exchange

Cox, Rozs and Rubinstexn Binomial Option valuation model
Corporation Act 2001

Discounted Cash Flow

Earmings before interest and tax

Earnings before interest, tax, depreciation and amortisation
Efficient Market Hypothesis

Financial year

Grant Thorton Corporate Finance Pry Led

Magellan Asset Management Linuted

MManagement services provided by NPH Funds to MFG nnder the M3A
Magellan Flagship Fund Limited

Magellan Financial Group Limited

MFG's initial options to subsczibe in shares of MFG

Options to be issned to NPH Shareholders as pat of the consideration for the Revised
INFPH Offers

Management Service Agreement between MFG and NPH Fuads
Net profit after tax

MNew Prvateer Holding Timited

NPH Fuads Pty Limited

Net Present Value

Net Tangible Asset

A proposal announced by MFG to acquice all of the shares and options :n NPHon 5
QOctobker 2007 by wav of an off-market takeover nnder Corporations Act

Anmmal performance fees pad by MFG to NPH Funds under the MSA

Proposed Acquisition of MFG's proposal to acqnice all NPH Shares and NPH Second Options own by M Mackar

Mackay's Interests in
NFH
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Proposed Acquisition of MFG's proposal to acouize 40%0 equity intecest in NPH Funds held by an entity owned by
Douglass’ Interests in Mr Donglass
NPH Funds

Revised NFH Offers A proposal annonnced by MFG to acquise all of the shares and options :n NFH on 10
December 2007 by way of an off-market takeover under Corporations Act

RG 74 ASIC Regulatory Guude 74 “Acquisitions agreed to by shareholders™
RG 111 ASIC Regulatory Guude 111 “Content of expert reports™
Service Fees Quarterly service fees paid by MEG to NPH Funds under the MSA
Trust Magellan Financial Group Trust
TSR Total shareholder remn
VWAP Vohune Weighted Average share Price
WACC Weighted Average Cost of Capital
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APPENDIX A

COMPARABLE COMPANIES DESCRIPTION

We set out below a brief description of the selected comparable companies.

Company

AME LTD

AXA ASIA PACIFIC HOLDINGS

FERFETUALLTD

AUSTRALIAN WEALTH MANAGEMENT

TREASURY GROUR LTD

DKN FINANCIAL GROUP LTD

PRIME FINANCIAL GROUR LTD

Grant Thornton %

Description

&M Limited provides life ingurance, superannuation, asset management products,
[pensions, retirement planning and other diversified financial services

throughout Austrafa and New Zealand. The Company services individual
customers, small businesses, corparations and associated superannuation funds.

444 Asia Pacific Holdings Limited provides lifs, health and other insurance
=ervices, superannuation, savings, funds management and investment products to
customers in Australia, Mew Zealand and Asia. The Company also provides
whokesale funds management products and sswvices to third parties.

Perpeiual Limited iz a financial services company that has twao primary

activities, wealth management services and corporate trust services. The Company
provides funds management. responsiole entity services, trustee services,
executor senices, financial planning, investment administration,

=uperannuation, custody and regisiry senices.

Lustralian Wealth Management Limited (2WM), through its subsidiares, provides
wealth management services and advisoery services. The Company's services include
master trust, inancial planning, bekemage, and nvestment research. AWM also
offers frustee, supsrannuation, and invesiment adminisiration senvices.

Treazury Group Linvied is an Australian investment and funds management company.
The Company is developing a wholesale funds management senvice.

DKM Financial Groug Limited provides integrated financial services and proeducts
in Ausfralia. The Group offers financial managsment and advizory senvices,
consuliing and bureau services, share trading, funds managsment and insurance.

Frime Financial Group Limited is a diversified financial services and advisory

company. The Company providss financial advice, funds management, comporats
advisory and finance.
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APPENDIX B

FINANCIAL SERVICES GUIDE
21 December 2007
1. Grant Thornton Corporate Finance Pty Ltd

Grant Thomton Corporate Finance Pty Ltd (“Grant Thormton Corporate Finance”) carries
on a business at Level 17, 383 Kent Street, Sydney NSW 2000. Grant Thorton Corporate
Finance helds Auvstralian Financial Services Licence No 247140 authosising it to provide
financial product advice in relation to securrties and superannuation funds to wholesale and
retail clients.

Grant Thornton Corporate Finance has been engaged by Magellan Financial Group Limited
(“MFG” or “the Company”) to provide general financial product advice in the form of an
independent expert’s report (“MFG Report™) in relation to the proposed acquisition of all
securities in New Privateer Holdings Limuted ("NPH”). The MFG Report is included 1n the
Company’s Notice of Extraordinary General Meeting.

2. Financial Services Guide

This Financial Services Gude (“FSG’) has been prepared in accordance with the
Corporanions Act 2001 and provides important information to help retail clients make a
decision as to their use of general financial product advice i1 a report, the services we offer,
information about us, our dispute resolution process and how we are remunerated.

3. General Financial Product Advice

In our Report we provide general financial product adwvice. The advice in a report does not
take into account your personal objectves, financial situation or needs.

Grant Theraton Corporate Finance does not accept mstrctions from retail clients. Grant
Thornton Corperate Finance provides no financial services directly to retail clients and
recerves no remuneration from retail clients for financial services. Grant Thornton Corporate
Finance does not provide any personal retail financial product advice directly to retail
investors nor does it provide market-related advice directly to retail mvestors.

4. Remuneration

When providing the MFG Report, Grant Thornton Corporate Finance’s client i1s the
Company. Grant Thomton Corporate Finance receives its remuneration from the Company.
In respect of the MFG Report, Grant Thornton Corporate Finance will recerve from MEG a
fized fee based on commercial rate plus resmbursement of out-of-pocket expenses for the
preparation of the Report. Qur directors and emplovees providing financial services receive
an anmual salary, a performance bonus or profit share depending on their level of semiornity.

Except for the fees referred to above, no related body corporate of Grant Thoraton
Corporate Finance, or any of the directors or employees of Grant Thornten Corporate
Finance or any of those related bodies or anv associate recerves any other remuneration ot
other benefit attributable to the preparation of and provision of the MFG Report.

Grant Thornton % 72
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5. Independence

Grant Thornton Corporate Finance is required to be independent of the Entity in order to
provide a Report. The guidelines for independence in the preparation of Reports are set out
in Regulatory Guide 112 “Independence of expert” issued by the Australian Securities
Commuission. The following information in relation to the independence of Grant Thoraton
Corporate Finance is stated below:

“Grant Thoruton Corporate Finance and its related entitier do not have at the date of this report, and have

wot had within the previons fwo_years, any sharebolding in or other relationship with MEG (and associated
entities) or NPH (and associated entities) that conid reasonably be regavded as capabie of affecting itc ab
to provide an unbiased gpinion in relation the proposed acguisition of NPH by the Comspany.

Grant Thoruton Corporate Finance bar wo involvement with, or interes? in the ontcome gf the fransaction,
other than the preparation of this repor.

Grant Thorufon Corporare Finauce will receive a fixed foe based on commercial rates for the preparation of
this report. This fee is not contingent on the outcomie of the transaction. Grant Tharnton Corporate Finanes s
out of pocke? expenser in relation to the preparation of the report will be reimbursed. Grant Thomiton
Carporate Finance will receive no other benefit for the preparation of this report.

Grant Thornton Corporate Finance considers itvelf o be independent in ternss of Regulatory Gueide 172
Tndependence of expert” isswed by the ASIC.

6. Complaints Process

Grant Thornton Corporate Finance has an internal complaint handling mechanisms and s a
member of the Financial Industry Complants Services’ Complaints Handling Tribunal, No
F-3986. All complaints must be in wnting and addressed to the Chief Executive Officer at
Grant Thornton Corporate Finance. We will endeavour to resolve all complaints within 30
days of receiving the complaint. If the complaint has not been satisfactorily dealt with the
complaint can be referred to the Financial Industry Complaints Service who can be contacted
at:

PO Box 579 — Collins Street West
Melbourme, VIC 8007
Telephone: 1800 335 405

Grant Thornton Corporate Finance is only responsible for the MFG Report and tlus FSG.
Complaints or questions about the Notice of Extraordinary General Meeting should not be
directed to Grant Thornton Corporate Finance, which is not responsible for that document.
Grant Thornton Corporate Finance will not respend in any way that might involve any
provision of financial product advice to any retail investor.

Grant Thornton % 3
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ANNEXURE B — TERMS OF ISSUE OF MFG 2016 OPTIONS

Magellan Financial Group Limited
(ACN 108 437 592)

MFG 2016 Options

Terms of Issue
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Interpretation

1.1

Definitions

In these terms:

Applicable Law means the Corporations Act, Listing Rules and ASTC Operating Rules.
ASTC means ASX Settlement and Transfer Corporation Pty Ltd (ABN 49 008 504 532).

ASTC Operating Rules means the operating rules of ASTC in its capacity as a CS facility
licensee, except to the extent of any relief given by ASTC in their application to MFG.

ASX means ASX Limited (ABN 98 008 624 691) or, as the context requires, the financial
market operated by it.

Bonus Issue means a bonus issue of MFG Ordinary Shares or other securities convertible
into MFG Ordinary Shares pro rata to holders of MFG Ordinary Shares (other than an issue
in lieu of dividends or by way of dividend reinvestment pursuant to any election by a
holder of MFG Ordinary Shares).

Business Day:.

(a) if MFG is admitted to the official list of ASX at the time, has the meaning given in
the Listing Rules; or

(b) otherwise, means a day except a Saturday, Sunday or public holiday in New South
Wales.

Change in Control Event means either of the following:

(a) a takeover bid is made to acquire all or some of the MFG Ordinary Shares and the
offer under the takeover bid is, or becomes, unconditional and:

(i) the bidder has a relevant interest in more than 50% of the MFG Ordinary
Shares on issue; or

(i) the Directors unanimously recommend acceptance of the offers under the
takeover bid; or

(b) a court approves a proposed compromise or arrangement under the Corporations
Act which, when implemented, will result in a person having a relevant interest in
more than 50% of the MFG Ordinary Shares on issue.

Corporations Act means Corporations Act 2001 (Cth).
Directors means the directors of MFG for the time being.

Exercise Period means the following periods which occur after 1 July 2008 and which are
prior to the Expiry Date:
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1.2

(a)

(b)

each period of two months commencing on the date which is two Business Days
after the announcement of the results of MFG for the financial year to 30 June in
each year (commencing with the year to 30 June 2008);

each period of two months commencing on the date which is two Business Days
after the announcement of the results of MFG for the half year to 31 December in
each year (commencing with the half year to 31 December 2008).

The final Exercise Period (being in respect of the results for the half year to 31 December
2015) commences on the date that is two Business Days after the announcement of such
results and ends at the Expiry Time.

Exercise Price means $3.00 per Option (as adjusted under clause 6).

Expiry Date means 30 June 2016.

Expiry Time means 5.00pm Sydney time on the Expiry Date.

Holder means, in respect of an Option, the person recorded as the holder of that Option
in the Register.

Listing Rules means the listing rules of ASX, except to the extent of any express written
waiver by ASX in their application to MFG.

Market Price has the meaning given in the Listing Rules.

MFG means Magellan Financial Group Limited (ACN 108 437 592).

Option means an option to subscribe for one Share.

Pro Rata Issue has the meaning given in the Listing Rules.

Register means MFG's register of optionholders maintained under the Corporations Act.

Share means an ordinary share in the capital of MFG.

Interpretation

Unless the context indicates a contrary intention, in these terms:

(a)

(b)

(0

(d)

a reference to any statute or to any statutory provision includes any statutory
modification or re-enactment of it or any statutory provision substituted for it, and
all ordinances, by-laws, regulations, rules and statutory instruments (however
described) issued under it;

a reference to the Listing Rules or the ASTC Operating Rules includes any
amendment or replacement of those rules from time to time;

a reference to the Applicable Law is to the Applicable Law in force in relation to
MFG after taking into account any modification, waiver or exemption which is in
force either generally or in relation to MFG; and

an expression in a provision of these terms which deals with a matter dealt with by
a provision of the Applicable Law has the same meaning as in that provision of the
Applicable Law.
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Options

2.1

2.2

2.3

2.4

Entitlement

Each Option entitles the Holder to subscribe for one fully paid Share at the Exercise Price in
accordance with these terms.

Quotation

MFG must promptly apply for quotation of Options on ASX on and from the date of issue of
Options.

Transfer

(a)

(b)

(©)

(d)

(®

Expiry

Subject to the Applicable Law, the Holder may transfer some or all of the Options
at any time before the Expiry Time:

() if the Options are quoted on ASX, by a proper ASTC transfer or any other
method permitted by the Applicable Law; or

(i) by an instrument of transfer in compliance with clause (b).

An instrument of transfer of an Option must be:

() in writing;

(i) in any usual form or in any other form approved by the Directors that is
otherwise permitted by law;

(iii) subject to the Corporations Act, executed by or on behalf of the transferor,
and if required by MFG, the transferee;

(iv) stamped, if required by a law about stamp duty; and

(v) delivered to MFG, at the place where the Register is kept, together with
the certificate (if any) of the Option to be transferred and any other
evidence as the Directors require to prove the title of the transferor to that
Option, the right of the transferor to transfer that Option and the proper
execution of the instrument of transfer.

Subject to the Applicable Law and this clause 2.3, MFG must not refuse or fail to
register a transfer of Options.

MFG may refuse to register a transfer of Options where the Applicable Law permits
MFG to do so.

MFG must refuse to register a transfer of Options where the Applicable Law or a
law about stamp duty requires MFG to do so.

An Option expires at the Expiry Time.
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Exercise

3.1 Time of exercise

(a) Subject to this clause 3.1, a Holder may only exercise some or all of the Options
during the Exercise Period.

(b) A Holder may only exercise less than all the Options if the number of Shares to be
issued on exercise would, when aggregated with the number of Shares already
registered in the Holder's name, be a marketable parcel if issued on the day of
exercise.

() A Holder must exercise Options in multiples of 500 Options, unless the holding is
less than 500, in which case all Options must be exercised.

(d) Notwithstanding 3.1(a), all Options may be exercised by the Holder at any time
after a Change of Control Event has occurred.

3.2 Manner of exercise

The Holder may only exercise Options at a time when the Options can be exercised by

delivery to MFG of:

(@) a notice addressed to MFG and signed by the Holder stating the Holder exercises
the Options and specifying the number of Options exercised;

(b) payment to MFG in immediately available cleared funds of the Exercise Price for
each Option exercised;

(c) if the Options are not quoted on ASX, the certificate for the Options or if the
certificate for the Options has been lost, mutilated or destroyed, a declaration to
that effect, accompanied by an indemnity in favour of MFG against any loss, costs
or expenses which might be incurred by it as a consequence of its relying on the
declaration that the certificate has been lost, mutilated or destroyed.

3.3 Notice of Expiry Time
If the Options are quoted on ASX, MFG must give the Holder a notice at least 20 Business
Days before the Expiry Date with the information required by the Listing Rules.

4, Issue of MFG Ordinary Shares

4.1 Issue

(@) MFG must issue to the Holder one fully paid Share to be issued on exercise of an
Option within 15 Business Days of the date on which the notice of exercise took
effect.

(b) Subject to the Applicable Law, MFG must deliver to the Holder holding statements

or certificates (as the case may be) for the Shares issued on exercise of an Option
within 5 Business Days of their issue.
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4.2

4.3

Ranking

(a)

(b)

Subject to clause 4.2(b), all Shares issued pursuant to the exercise of Options will,
subject to the constitution of MFG, rank in all respects (including rights to
dividends or distributions) equally with the existing Shares at the date of issue.

A Share issued pursuant to the exercise of an Option is only entitled to receive a
distribution where that Option is exercised and the Share is issued on or before the
record date for that distribution. It is intended that Shares issued pursuant to the
exercise of an Option will not be issued until after the record date for any
distribution payable in respect of the half year period immediately prior to the
Exercise Period during which that Option was exercised.

Quotation

MFG must promptly apply for quotation of Shares issued on exercise of an Option.

Participation rights

The Holder may only participate in new issues of MFG by reason of an Option if the Holder
exercises that Option and becomes the holder of Shares on or prior to the record date for
the new issue of Shares.

Adjustments

(a)

Subject to clause (c) below, if MFG makes a Pro Rata Issue, the Exercise Price of
each Option will be reduced with the new exercise price of each Option to be
calculated in accordance with the following formula:

Np:@p_w
N +1

where:

NP = the new exercise price of the Option;
OP = the old exercise price of the Option;
E = the number of underlying securities into which one Option is exercisable;

P = the average Market Price per security (weighted by volume) of the
underlying securitise during the 5 trading days ending on the day before
the ex rights date or ex entitlements date;

S =  the subscription price for a security to be issued under the Pro Rata Issue;

D = the amount of any dividend or distribution due but not yet paid on the
existing underlying securities (except those securities to be issued under
the Pro Rata Issue);

N =  the number of existing securities with rights or entitlements that must be
held to receive a right to one new security under the Pro Rata Issue.

No change will be made to the number of Shares to which the Holder is entitled.
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(b) If MFG makes a Bonus Issue, the number of Shares issued on exercise of each
Option will be increased by the number of bonus Shares that the Holder would
have received if the Option had been exercised prior to the record date for the
Bonus Issue. No change will be made to the Exercise Price.

7. Reorganisation
If there is a reorganisation (including consolidation, sub-division, reduction or return) of
the share capital of MFG, the rights of Holders in respect of any unexercised Options will
be changed to the extent necessary to comply with the Listing Rules applying to a
reorganisation of capital at the time of the reorganisation.

8. Notices
Any notices to a Holder regarding an Option will be sent to the address of the Holder in the
Register.

0. Governing law
These terms are governed by and must be construed according to the law applying in New
South Wales, Australia.

10. Duties and taxes

MFG is not responsible for any duties or taxes which may become payable in connection
with the issue of Shares pursuant to an exercise of the Options or any other dealing with
the Options or Shares
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ANNEXURE C — TERMS OF ISSUE OF MFG CLASS B SHARES

Magellan Financial Group Limited
(ACN 108 437 592)

Class B Shares

Terms of Issue
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1. Form and Face Value

1.1 Form
Class B Shares are shares in the capital of MFG issued on the terms set out in these Terms
of Issue.

1.2 Face Value
Each Class B Share has a face value equal to $0.001 (Face Value).

2. No Quotation
MFG is not obliged to apply for quotation of the Class B Shares on the ASX.

3. No Dividends
Class B Shares carry no right to dividends.

4, General Rights

4.1 Ranking
Class B Shares rank equally among themselves and are unsecured and subordinated to all
creditors of MFG.

4.2 Return of capital
If there is a return of capital on a winding up of MFG, Holders will have the right to receive
a cash amount equal to the Face Value per Class B Share, on an equal ranking basis with
respect to the rights of Ordinary Shareholders have to receive capital amounts on their
Ordinary Shares.

4.3 No additional rights to profits or property
Class B Shares do not confer on their Holders any rights to participate in profits or property
except as set out in these Terms of Issue.

4.4 Participation in new issues
Unless and until Class B Shares are converted into Ordinary Shares in accordance with
these Terms of Issue, they will confer no rights to subscribe for new securities in MFG or to
participate in any bonus issues of securities of MFG unless (and then only to the extent)
the Directors determine otherwise, including under clause 7.6.

5. Notices and Meetings

Holders have the same rights as Ordinary Shareholders to:
(a) receive accounts, reports and notices of general meetings of MFG; and

(b) attend and be heard at all general meetings of MFG.
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Voting Rights

Holders will not be entitled to vote at any general meeting of MFG, except:

(@
(b)
(©)
(d)
(e)

()
9)

on a proposal to reduce the share capital of MFG;

on a resolution to approve the terms of a buy-back agreement;
on a proposal that affects rights attached to the Class B Shares;
on a proposal to wind up MFG;

on a proposal for the disposal of the whole of the property, business and
undertaking of MFG;

on any matter considered at a meeting held during the winding of MFG; and

in any other circumstances in which the ASX Listing Rules require the holders of
preference shares to be entitled to vote,

in which case each Holder who is a Holder at the time which MFG has fixed for determining
voting entitlements for holders of Ordinary Shares at the relevant meeting (the Voting
Entitlement Time) shall:

(h)

0}

on a poll, be entitled to one vote for each of the Ordinary Shares that the Holder's
Class B Shares would have converted into pursuant to clause 7.1 (as adjusted
under clauses 7.2 to 7.6 as those clauses may apply from time to time) as if those
Class A Preference Shares had converted immediately prior to the Voting
Entitlement Time; and

have the same rights as a holder of Ordinary Shares to appoint a proxy, corporate
representative or power of attorney to vote on the Holder's behalf.

Automatic Conversion

7.1

Conversion into Ordinary Shares

@)

Immediately before 12.01am on the Conversion Date, the Class B Shares will be
automatically consolidated or subdivided into such humber of Class B Shares
calculated as follows (the Conversion Number), as may be adjusted in
accordance with clauses 7.2 to 7.6:

() if the Service Condition referred to in paragraph (b) below has been
satisfied as at the Conversion Date - then 12 x 0.0125 x 0.40 x MFG Share
Capital, or

(i)  if the Service Condition referred to in paragraph (b) below has not been
satisfied as at the Conversion Date - then 1,

with any fraction in respect of the total number of Class B Shares arising from the
consolidation or subdivision being disregarded.
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(b)

(©)

(d)

The Service Condition will be regarded as having been satisfied as at the
Conversion Date if, as at the Conversion Date (or, where the Conversion Date is
after 1 July 2012, as at 1 July 2012) any of the following apply:

) Mr Douglass remains an employee or director of MFG or a subsidiary of
MFG;

(ii) Mr Douglass’ employment with MFG or a subsidiary of MFG has been
terminated by MFG or the relevant subsidiary for any reason other than
wilful misconduct, negligence or fraud; or

(iii) Mr Douglass has died or has become incapacitated and is unable to work.

The Class B Shares to be converted will, following consolidation or subdivision
under paragraph (a), without any further act, convert into such number of
Ordinary Shares equal to the number of Class B Shares held by the Holder that are
to be converted.

On Conversion of a Class B Share under this clause 7.1, all rights and restrictions
conferred on that Class B Share under these Terms of Issue will no longer have
any effect, except paragraph (d) below and clause 7.7.

7.2 Adjustments for bonus and rights issues

(a)

(b)

Subject to paragraph (b), if MFG makes a pro rata bonus issue or a rights issue of
Ordinary Shares to holders of Ordinary Shares generally the Conversion Number
shall be:

CN =CNox P x (RD + RN)/[(RD x P) + (RN x A)]
where:

"CN" is the Conversion Number applying immediately after the application of this
formula;

"CNo" is the Conversion Number applying immediately prior to the application of
this formula;

"P" is the VWAP during the period from the first business day after the
announcement of the bonus or rights issue to the ASX up to and including the last
business day of trading cum rights or bonus issue;

"A" is the subscription price per Ordinary Share for the rights issue and is zero in
the case of a bonus issue;

"RN" is the numerator of the ratio (expressed as a fraction) used to determine
entitlements to a rights or bonus issue; and

"RD" is the denominator of the ratio (expressed as a fraction) used to determine
entitlements to a rights or bonus issue.

No adjustment to the Conversion Number shall occur in accordance with this
clause 7.2 if A exceeds P.
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7.3

7.4

Adjustment for return of capital

If MFG makes a return of capital to holders of Ordinary Shares the Conversion Number
shall be adjusted in accordance with the following formula:

CN =CNox P/ (P-C)
where:
"CN" is the Conversion Number applying immediately after the application of this formula;

"CNo" is the Conversion Number applying immediately prior to the application of this
formula;

"P" means the VWAP during the period from the first business day after the announcement
of the return of capital to the ASX up to and including the last business day of trading cum
return of capital; and

"C" means the amount of the cash and/or the value (as reasonably determined by the
Directors) of any other property distributed to holders of Ordinary Shares per Ordinary
Share (or such lesser amount such that the difference between P and C is greater than
Z€ero).

The Class B Shares confer no right to participate in a return of capital to holders of
Ordinary Shares, except on winding up.
Adjustment for buy-back

(a) Subject to paragraph (b), if MFG undertakes an off market buy-back under a buy-
back scheme which but for any applicable restrictions on transfer would be
generally available to holders of Ordinary Share (or otherwise cancels Ordinary
Shares for consideration), the Conversion Number will be adjusted immediately in
accordance with the following formula:

CN =CNo x P x (BD—-BN) /[(BD x P) — (BN x A)]
where:

"CN" is the Conversion Number applying immediately after the application of this
formula;

"CNo" is the Conversion Number applying immediately prior to the application of
this formula;

"P" is the VWAP during the 20 Business Days prior to the announcement to ASX of
the buy-back (or cancellation);

"BD" is the number of Ordinary Shares on issue immediately prior to the buy-back
(or cancellation);

"BN" is the number of Ordinary Shares bought back (or cancelled);
and

"A" is the buy-back (or cancellation) price per Ordinary Share.
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7.5

7.6

7.7

(b) No adjustment to the Conversion Number will occur if P exceeds A.

(0) The Class B Shares confer no right to participate in a buy-back of Ordinary Shares.

Adjustment for capital reconstruction

If at any time the Ordinary Shares are reconstructed, consolidated, divided or reclassified
(other than by way of a bonus issue, which is dealt with under clause 7.2) into a lesser or
greater number of securities, then the Class B Shares must, in accordance with the ASX
Listing Rules, be reconstructed, consolidated, divided or reclassified by the directors on the
same basis in order to maintain the relative value of the Class B Shares and Ordinary
Shares.

Discretion in Adjustment of Conversion Mechanism
Where:

(a) any of the adjustment provisions set out in clauses 7.2 to 7.5 is not, in the
reasonable opinion of the Directors, appropriate in any particular circumstances
(including for the reason that more than one adjustment provision applies to a
particular occurrence);

(b) MFG makes a distribution other than by way of dividend in the ordinary course of
business or makes a pro rata offer to the holders of its Ordinary Shares to
subscribe for, or purchase, securities in any company other than MFG in a way
which does not, in the reasonable opinion of the Directors, result in an appropriate
adjustment to the Conversion Number; or

() any other similar event occurs in relation to MFG that may have a diluting or
concentrative effect on the value of the Ordinary Shares,

and the Directors determine that any such occurrence would, in the reasonable opinion of
the Directors, affect the relative values of the Class B Shares and the Ordinary Shares, the
Directors may:

(d) make such alterations to the Conversion Number as the Directors reasonably
consider appropriate or necessary to maintain that relativity; or

(e) extend an entitlement to the holders of the Class B Shares to participate in such
distribution or pro rata offer based upon the number of Ordinary Shares to which
those holders would have been entitled if their Class B Shares had been converted
on a date nominated by the Directors.

Ranking of Ordinary Shares

(a) On Conversion of any Class B Shares to Ordinary Shares, each Ordinary Share
arising on Conversion will rank equally with, and have the same rights as, all other
Ordinary Shares then on issue and MFG will:

0) issue a certificate or statement of holding for the Ordinary Shares resulting
from the Conversion;
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(b)

(ii) make entries in its registers to reflect the Conversion; and

(iii) as soon as reasonably practicable (but in accordance with the
requirements of the ASX Listing Rules) apply for quotation of the Ordinary
Shares.

Each holder of a Class B Share must surrender the certificates representing the
Class B Shares so converted (unless the holding is uncertificated) as soon as
practicable.

8. Early Conversion
8.1 Holder's right to convert
(a) Each Holder will have the right to convert all (but not some only) of their Class B

Shares into Ordinary Shares in accordance with this clause 8, during the period

ending at 5.00pm on the 15" Business Day following:

Q)] any shareholder approval being obtained under ASX Listing Rule 11.2 (or
any successor rule) to permit MFG to sell all or substantially all of its
business, undertaking or assets; or

(i) the occurrence of an Acquisition Event,

(in each case a Holder Conversion Period).

(b) Any Holder desiring and able to convert Class B Shares into Ordinary Shares must
give a notice to MFG (a Holder Conversion Notice) in accordance with clause

8.2, but may only do so during a Holder Conversion Period.

8.2 Holder Conversion Notice
(@) In order to be valid, a Holder Conversion Notice must:

(i) be in the form set out in Annexure 1 or such other form as notified by
MFG to Holders;

(i) be signed by the Holder or, where Class B Shares are held jointly, by each
Holder in respect of those Class B Shares;

iii) be issued in respect of all of the Holder's Class B Shares; and

(iv) be received by MFG at its registered office (or other office nominated by
MFG) or at the office of the registrar of Holders during a Holder Notice
Conversion Period.

(b) A valid Holder Conversion Notice, once received by MFG, is irrevocable.
8.3 Conversion following receipt of valid Holder Conversion Notice

If a Holder has given a valid Holder Conversion Notice to MFG, the Class B Shares the
subject of the Holder Conversion Notice will convert into Ordinary Shares in accordance
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with clause 7 on the date which is 2 Business Days after receipt of a valid Holder
Conversion Notice (the Holder Conversion Date).

9. Transfer
Class B Shares are transferable in accordance with the Constitution.
10. Amendments to these Terms of Issue
10.1 Amendment without consent
Subject to complying with all applicable laws, MFG may, without the authority, assent or
approval of Holders, amend these Terms of Issue:
(@) if MFG is of the opinion that the amendment is:
(i) of a formal, minor or technical nature;
(i) made to cure any ambiguity;
(iii) made to correct any manifest error; or
(iv) necessary to comply with the provisions of any statute, the requirements
of any statutory authority or the listing or quotation requirements of any
stock exchange on which MFG is listed; and
(b) generally, in any case where such amendment is considered by MFG not to be
prejudicial to the interests of Holders as a whole.
10.2 Amendment with consent
Without limiting clause 10.1, MFG may amend these Terms of Issue if the amendment has
been approved in accordance with Article 7 of the Constitution.
11. Governing Law
These Terms of Issue are governed by the laws of New South Wales, Australia.
12, Definitions and Interpretation
12.1 Definitions

Unless the context requires otherwise, the following words and expressions shall have the
following meanings. Capitalised terms not defined below have the same meaning as in the
Constitution.

Acquisition Event means;

(a) a takeover bid is made to acquire all or some of the Ordinary Shares and the offer
is, or becomes, unconditional and the bidder has a relevant interest in more than
50% of the Ordinary Shares; or
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(b) the Directors issue a statement recommending a transaction (including a scheme
of arrangement or selective capital reduction) which, if implemented, will result in
a person having a relevant interest in more than 50% of the Ordinary Shares.

Adjustment Event means any reconstruction, consolidation, division or reclassification of
Ordinary Shares into a lesser or greater number of securities, but does not include any
buyback of Ordinary Shares or capital reduction.

ASX means Australian Securities Exchange.

ASX Listing Rules means the listing rules of ASX from time to time with any modification
or waivers in their application to MFG, which ASX may grant.

Business Day means a business day as defined in the ASX Listing Rules
Constitution means the constitution of MFG as amended from time to time.

Conversion means the conversion of a Class B Share into an Ordinary Share in
accordance with clause 7.1.

Conversion Date means a Holder Conversion Date or MFG Conversion Date.
Conversion Number has the meaning given in clause 7.1(a).
Corporations Act means the Corporations Act 2001 (Cth).

Directors means some or all of the directors of MFG.

Face Value has the meaning given in clause 1.2.

Holder means a person whose name is for the time being registered in the Register as the
holder of a Class B Share.

Holder Conversion Date has the meaning given in clause 8.3.

Holder Conversion Notice has the meaning given in clause 8.1(b).

Holder Conversion Period has the meaning given in clause 8.1(a).

MFG means Magellan Financial Group Limited (ABN 59 108 437 592).

MFG Conversion Date means the first Business Day after 21 November 2016.
MFG Share Capital means the lower of:

(a) the number of Ordinary Shares on issue at the end of 21 November 2016 (in the
case of conversion under clause 7); and

(b) 170,000,000 (in the case of conversion under clause 7 or 8).
Ordinary Share means an ordinary share issued in the capital of MFG.

Ordinary Shareholder means a person whose name is for the time being registered as
the holder of an Ordinary Share.

Register means the register of Class B Shares maintained by MFG or its agent.
Terms of Issue means these terms of issue of Class B Shares.

Trading Day means a day on which shares are traded on ASX other than:
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(a)

(b)

a Saturday, Sunday, New Year's Day, Good Friday, Easter Monday, Christmas Day
and Boxing Day; and

any other day which ASX declares and published is not a trading day.

VWAP means the arithmetic average of the daily volume weighted average sale price of
Ordinary Shares sold on ASX during the relevant Trading Day but does not include any
transaction defined in the ASX Market Rules as "special", crossings prior to the
commencement of normal trading, crossings during the after hours adjust phase and
overseas trades or trades pursuant to the exercise of options over Ordinary Shares and any
overnight crossings.

For the purpose of calculating the average of the daily VWAP in respect of Trading Days
during a relevant period:

@)

(b)

where an Adjustment Event occurs during the relevant period, then for each day in
the relevant period prior to the occurrence of the Adjustment Event the daily
weighted average sale price of Ordinary Shares sold on ASX included in the VWAP
calculation is amended by adjusting the volume of Ordinary Shares sold on ASX in
the same ratio as the number of Ordinary Shares on issue following completion of
the Adjustment Event to the number of Ordinary Shares on issue immediately
before announcement of the Adjustment Event and adjusting the sale price of
Ordinary Shares sold on ASX in inverse proportion to that ratio;

if the Ordinary Shares were suspended during any part (but not all) of the relevant
period over which the average of the daily VWAP is calculated, any Trading Day on
which the Ordinary Shares were suspended (for all or part of that day) will be
excluded in counting the relevant number of preceding Trading Days; and

in the case where Ordinary Shares are not trading at all on ASX over the relevant
period over which the average of the daily VWAP is calculated (for whatever
reason, including, but not limited to suspension from trading) the relevant average
of the daily VWAP will be deemed to be the average of the daily VWAP calculated
over the relevant number of Trading Days up to and including the date on which
the Ordinary Shares last traded on ASX

12.2 Interpretation

(@)

(b)

©
(d)

Unless the context otherwise requires, if there is any inconsistency between the
provisions of these Terms of Issue and the Constitution then, to the maximum
extent permitted by law, the provisions of these Terms of Issue will prevail.

Unless otherwise specified, the Directors may exercise all powers of MFG under
these Terms of Issue that are not, by the Corporations Act or by the Constitution,
required to be exercised by MFG in general meeting.

A reference to $, dollars or cents is a reference to the lawful currency of Australia.

A reference to time is a reference to Sydney, New South Wales, Australia time.
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(e

)

9)

(h)

6))

(k)

Unless otherwise specified, notices may be given by MFG to a Holder in the
manner prescribed by the Constitution for the giving of notices to members of MFG
and the relevant provisions of the Constitution apply with all necessary
modification to notices to Holders.

Unless otherwise specified, a reference to a clause is a reference to a clause of
these Terms of Issue.

If a calculation is required under these Terms of Issue, unless the contrary
intention is expressed, the calculation will be rounded to four decimal places.

Calculations, elections and determinations made by MFG under these Terms of
Issue are binding on Holders in the absence of manifest error.

A reference to a statute, ordinance, code or other law includes regulations and
other instruments under it and consolidations, amendments, re-enactments or
replacements of any of them.

If an event under these Terms of Issue must occur on a stipulated day which is not
a Business Day, then the stipulated day for that event will be taken to be the next
Business Day.

Subject to paragraph (a), the rules of interpretation in clause 2 of the Constitution
also apply to these Terms of Issue.
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Annexure 1 — Holder Conversion Notice

Magellan Financial Group Limited

(ABN 59 108 437 592)

CLASS B SHARES
HOLDER CONVERSION NOTICE

I/We, being holder(s) of [number] Class B Shares, hereby give notice, pursuant to and in
accordance with clause 8 of the terms of issue of the Class B Shares (Issue Terms), of my/our
wish to convert [insert number] Class B Shares into Ordinary Shares in accordance with clause 7.1
of the Issue Terms.

I/We represent, both at the time of giving the notice and separately at the time my/our Class B
Shares are converted pursuant to this notice (if this occurs), as follows:

(a) I/We are the legal and beneficial owner of the Class B Shares; and

(b) the Class B Shares are free and clear of any interest or power reserved in or over any
interest in any Class B Shares including, without limitation, under a bill of sale, mortgage,
charge, lien, pledge, option, trust or power, by way of security for the payment of debt or
any other monetary obligation or the performance of any other obligation and whether
existing or agreed to be granted or created.

Words and expressions defined in and for the purposes of the Issue Terms have the same
meanings where used in this notice.

[Name and signature of holder(s)]

Dated:

A corporation must execute by signing by 2 directors or a director and secretary or under its
corporate seal (if it has one) or by its sole director. In the case of joint holders, all holders must
sign. Where the notice is signed under a power of attorney, the attorney warrants that he or she
has received no notice of the revocation of the power by death of the grantor or otherwise.
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ANNEXURE D — TERMS OF SHARE BUY-BACK
AGREEMENTS WITH NPH AND NPH FUNDS

The Directors
[New Privateer Holdings Limited] / [NPH Funds Pty Limited]
[Address]

Dear Directors

Offer to buy-back shares in Magellan Financial Group Limited

1. Subject to obtaining the necessary shareholder approval under paragraph 2, Magellan
Financial Group Limited (MFG) offers to buy-back [*] fully paid ordinary shares in the
capital of MFG held by [New Privateer Holdings Limited (NMPH)] / [NPH Funds Pty Limited
(NPH Funds)] on the terms set out below (the Offer).

2. Any agreement constituted by [NPH's]/[NPH Funds'] acceptance of the Offer in accordance
with paragraph 6 is conditional upon shareholder approval by a special resolution passed at
a general meeting of MFG, with no votes being cast in favour of the resolution by
[NPH]/[NPH Funds] or by its associates.

3. The consideration to be provided for the buy-back of the shares is [*] per share.

4, MFG will provide the consideration for the share bought back under this Offer within [5]
days after both the following have occurred:

(a) MFG has received a written acceptance of the Offer in accordance with paragraph
6 and the signed share transfer or confirmation (as applicable) referred to in
paragraph 7 below; and

(b) the shareholder approval described in paragraph 2 has been obtained.

5. This Offer is dated as specified below and will, unless withdrawn, remain open during the
period ending on the day which is [4] weeks later.

6. [NPH]/[NPH Funds] may accept this Offer by delivering a signed copy, prior to the expiry
of the Offer under paragraph 5, to:

Magellan Financial Group Limited
Attention: Company Secretary

Address: Level 1, 1-7 Castlereagh Street, Sydney NSW 2000
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7. At the same that this Offer is accepted, [NPH]/[NPH Funds] should provide to MFG in
accordance with paragraph 6:

(@) in respect of shares held on MFG's issuer-sponsored subregister, a signed share
transfer; and

(b) in respect of shares held on MFG's CHESS sub-register, a copy of written
instructions to [NPH's]/[NPH Funds'] broker to immediately transfer the shares to
MFG.

Dated: [*]

On behalf of Magellan Financial Group Limited:

[Name]

Agreed and accepted by [New Privateer Holdings Limited]/[NPH Funds Pty Limited].

[Name]

[Date]
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MAGELLAN ottieslinied

FINANCIAL GROUP LIMITED Registries Limited
P O Box R67
ABN 59 108 437 592 Royal Exchange, Sydney NSW 1223

Enquiries: 61 2 9290 9600
Facsimile: 61 2 9279 0664

www.registries.com.au
PROXY_ FORM i registries@registries.com.au
Extraordinary General Meeting - 29 January 2008 — 4.00 pm

Appointment of Proxy

If appointing a proxy to attend the Extraordinary General Meeting on your behalf, please complete the form and submit it in
accordance with the directions on this form.

I/We being a shareholder/shareholders of the Company pursuant to my/our right to appoint not more than two proxies, appoint

The Chairman of the Write here the name of the person you are appointing
Meeting OR if this person is someone other than the Chairman
(mark with an “X") of the Meeting.

Write here the name of the other person you are

or failing him/her -
appointing.

or failing him/her, (or if no proxy is specified above), the Chairman of the meeting, as my/our proxy to vote for me/us and on my/our
behalf at the Extraordinary Meeting to be held at the Magellan Investor Presentation Room, Level 7, 1 Castlereagh Street, Sydney
NSW on 29 January 2008, commencing at 4.00 pm and at any adjournment of that meeting.

This proxy is to be used in respect of % of the ordinary shares I/we hold.

Voting directions to your proxy — please mark to indicate your directions

RESOLUTION For Against  Abstain* RESOLUTION For Against  Abstain*
Resolution 1 Resolution 5

Acquisition by MFG of NPH Shares Consolidation or subdivision of

held by Chris Mackay and entities MFG Class B Shares

controlled by him (each a related

party of MFG)

Resolution 2 Resolution 6

Acquisition by MFG of the shares in Selective reduction of capital

NPH Funds held by an entity
controlled by Hamish Douglass (a
related party of MFG)

Resolution 3 Resolution 7

Issue of MFG Ordinary Shares and Selective buy-back of shares
MFG Class B Shares to an entity
controlled by Hamish Douglass (a
related party of MFG)

Resolution 4

Amendment of MFG Constitution to
include Class B Share terms of
issue

* If you mark the Abstain box for a particular item, you are directing your proxy not to vote on your behalf on a show of hands or on a poll and your votes
will not be counted in computing the required majority on a poll.

PLEASE SIGN HERE

This section must be signed in accordance with the instructions overleaf to enable your directions to be implemented.
Executed in accordance with section 127 of the Corporations Act:

Individual or Shareholder 1 Joint Shareholder 2 Joint Shareholder 3
Sole Director & Sole Company Secretary Director Director / Company Secretary
Dated this day of 2008

Contact Name Contact Business Telephone / Mobile



Extraordinary General Meeting
Proxy Form

INSTRUCTIONS FOR COMPLETING PROXY FORM

1. Your pre-printed name and address is as it appears on the share register of the Company. If you are Issuer Sponsored
and this information is incorrect, make the correction on the form, sign it and return it to us. Securityholders sponsored
by a broker on the CHESS subregister should advise their broker of any changes. Please note, you cannot change
ownership of your securities using this form.

2. Completion of a proxy form will not prevent individual shareholders from attending the Meeting in person if they wish.
Where a shareholder completes and lodges a valid proxy form and attends the Meeting in person, then the proxy’s
authority to speak and vote for that shareholder is suspended while the shareholder is present at the Meeting.

3. A shareholder of the Company entitled to attend and vote is entitled to appoint not more than two proxies. Where more
than one proxy is appointed, each proxy must be appointed to represent a specified proportion of the shareholder’s
voting rights. If the shareholder appoints two proxies and the appointment do not specify this proportion, each proxy may
exercise half of the votes.

4. A proxy need not be a shareholder of the Company.

5. If you mark the abstain box for a particular item, you are directing your proxy not to vote on that item on a show of hands
or on a poll and that your shares are not to be counted in computing the required majority on a poll.

6. If a representative of a company shareholder is to attend the Meeting, a properly executed original (or certified copy) of
the appropriate “Certificate of Appointment of Corporate Representative” should be produced for admission to the
Meeting. Previously lodged “Certificates of Appointment of Corporate Representative” will be disregarded by the
Company.

7. If a representative as Power of Attorney of a shareholder is to attend the meeting, a properly executed original (or
originally certified copy) of an appropriate Power of Attorney should be produced for admission to the Meeting.
Previously lodged Powers of Attorney will be disregarded by the Company.

8. Signing Instructions

You must sign this form as follows in the spaces provided:

Individual: Where the holding is in one name, the holder must sign.
Joint Holding: Where the holding is in more than one name, all of the shareholders should sign.
Power of Attorney: If you are signing under a Power of Attorney, you must lodge an original or certified

photocopy of the appropriate Power of Attorney with your completed Proxy Form.

Companies: Where the company has a Sole Director who is also the Sole Company Secretary, this
form must be signed by that person.

If the company (pursuant to section 204A of the Corporations Act 2001) does not have a
Company Secretary, a Sole Director can also sign alone.

Otherwise, this form must be signed by a Director jointly with either another Director or a
Company Secretary. Please indicate the office held by signing in the appropriate place.
9. Lodgement of a Proxy

This Proxy Form (and any Power of Attorney under which it is signed) must be received at the address below not later
than 4.00 pm, 27 January 2008 (48 hours before the commencement of the meeting). Any Proxy Form received after
that time will not be valid for the scheduled meeting.

Hand deliveries Registries Limited
Level 7
207 Kent Street
Sydney NSW 2000

Postal address: Registries Limited

PO Box R67

Royal Exchange NSW 1223
Fax number: (02) 9279 0664

Online: www.investorserve.com.au
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