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The Germany/Austria Property Portfolio (“the Portfolio") was acquired in stages, commencing
in December 2004 and completing in June 2005, to provide investors with an opportunity to
benefit from the attractive yields offered by investment in commercial property in Austria and

Germany.

The following acquisitions were made:

» 15 December 2004 - 6 GWB shopping centres in Germany  (“GWB”);

« 25 January 2005 - 15 Netto Marken Discount retail supermarkets in Ger  many (“Netto”);

» 23 June 2005 - 30% of the equity in Nadiv Investments SA, which acquired a portfolio of 19
Auto Teiler Unger properties in Germany  (“ATU Germany”);

« 23 June 2005 - 30% of the equity in Peter Unger GmbH Co. KG, which acquired

a portfolio of 9 Auto Teiler Unger properties in Austria  (“ATU Austria”);

The equity invested was allocated between these four investments in the ratio of 40% GWB,

30% Netto, 20% ATU Germany and 10% ATU Austria.

The GWB and Netto components of the portfolio were sold in August 2007 generating a 17%
IRR to investors on the combined sale. The price per share was adjusted from €1 to 34c to
reflect the capital repaid in August 2007 as a result of the sale of GWB and Netto. The
current NAV per share as at 30 September 2008 is €0 .30.

On acquisition Mar-08 Sep-08

€ € €

ATU Germany 0.18 0.24 0.21
ATU Austria 0.08 0.10 0.09

0.26 0.34 0.30



ATU Austria was revalued externally in February 2008 by CB Richard Ellis (a leading
commercial property adviser) as part of a potential sale. The sale which was under offer at a
price below this valuation was put on hold by the purchaser. We have subsequently revalued
internally at the last offer price (yield of 7.61%) which is a better reflection of the current
market as at September 2008. This valuation results in a 20% increase in the NAV since

acquisition but a 7% decrease since the previous price update in March 2008.

The investment in ATU Germany was revalued internally by the Directors in December 2007
at a yield of 7.86% resulting in an increase of 35% in NAV. Although a formal revaluation has
not taken place we have built in a provision to take account of the fact that the market has
weakened and the tenant’s financial condition has declined (see below). As a result the

valuation has decreased by 14% since March 2008.

We anticipate holding these within the next reporting period.

##

A distribution of €127,000 was paid on 16 October 2008. This was made up of a dividend of
€40,000 for the period ended August 2008 from ATU Austria and a repayment of loan capital
of €87,000 from ATU Germany.



% &

Average prices for retail properties in Germany have fallen back to 2004/5 levels (Source:

Hahn Group Retail Real Estate Report, 3rd edition 2008/2009).

We must also expect to see a further decline in values of retail property in Germany and
Austria, where the effects of the global "credit crunch" have not yet been felt as keenly as in
the U.K. Overall the market outlook is one of considerable uncertainty. Despite the recent
German government rescue package for its banking sector, the general investor sentiment is

that Germany is heading for a recession like the rest of Europe.

The current bank credit crisis should however have no immediate effect on the performance
of the remaining ATU portfolios as the bank loan interest rate is fixed, and the loan maturity is
October 2012 and January 2013. We anticipate that this year's portfolio performance in
Germany and Austria will be determined less by general market conditions in those countries

than by our negotiations with the tenants.



ATU is Germany'’s largest auto spare parts and servicing business. It operates 460 stores throughout
Germany and 9 in Austria. As Germany’s leading specialist non— affiliated car Parts’ stockist, with
registered vehicle services centres, ATU’s core business is the retail sale of car parts and accessories
for all common cars and models and immediate fitting of those parts in its own workshops. The

company sells a range of approximately 45,000 products and employs over 12,000 people.

ATU was established by Peter Unger in 1985. In 2001, Mr Unger sold the majority shareholding
in the company to Doughty Hanson & Co, a large US fund manager. Doughty Hanson sold their
shareholding to Kohlberg Kravis Roberts (KKR) on 30 June 2004 in a deal valued at U$1.75bn.
Doughty Hanson remained as a minority shareholder. Due to December 2007 EBITDA
underperforming expectations, a financial restructuring exercise took place in which KKR/

Doughty Hanson injected €140m by way of equity.

ATU reported earnings results for the second quarter and first half of 2008. For the quarter,
the company reported EBITDA of EUR 27.5 million. Turnover for the quarter under review
was down by 2.6% to EUR 356.2 million, following a drop of 8.4% for the first quarter of 2008.
The company reported EBITDA loss of EUR 6.9 million in the first half of 2008. The company
announced the resignation of Dirk Muller as financial director, with effect from September 30,

2008. In order to reduce costs by EUR 30 million, 600 job cuts are planned by the company.

KKR has appointed Goldman Sachs to advise it on the future for ATU. Goldman Sachs is expected

to look at the company's capital structure following a strategic review.

Despite the difficulties reported in the press ATU has paid rent in full for the quarter to
December 2008. We will meet with the tenant to discuss how to progress. We anticipate that
the tenant will certainly want a reduction in its rent. We will endeavour to negotiate a solution

which works for both of us e.g. less rent but an additional term on the lease.



(*
This portfolio of 19 ATU properties in Germany was purchased in July 2005 by Nadiv
Investments SA for €45m, at a net initial yield of 7.6% on gross acquisition cost. Credo
investors purchased 30% of the equity of Nadiv Investments SA for €3.4m. This investment is

held through two special purpose vehicles: Clovelly Investment Holdings Limited and

Mowbray Investment Holdings Limited.

+

Shareholders’ loan and equity of €11m was used to capitalise Nadiv Investments SA, which
purchased the properties, while a loan of €33.8m was provided by Barclays Capital Mortgage
Servicing Ltd for 7.5 years until January 2013. This loan has been amortised and has €31.4m

outstanding as at November 2008.

All 19 German ATU properties are freehold and have long leases with an average length in
excess of 10 years. Their combined contractual annual rent is €3.67m, subject to a formula

calculated on annual CPI escalations (which has averaged 1.62% over the last 10 years).

The investment in Nadiv was revalued upwards by the Directors at December 2007 to €46.8m
(a yield of 7.86% on the current rent). Although a formal revaluation has not taken place we
have built in a provision to take account of the fact that the market has weakened in 2008 and

the status of the tenant covenant has declined as discussed above.

##

The investment in ATU Germany is structured as 90% loan and 10% equity. All distributions
are treated as a repayment of the loan. The October 2008 distribution includes a loan
repayment of €87,000. To date investors have received a total repayment of €476,131 (14%
of the initial investment.) The cashflow has been lower than forecast in the last reporting

period as the company had large tax bill to pay which was not included in the initial forecast.

)



(*
This portfolio of 9 ATU properties in Austria was purchased in July 2005 by Peter Unger
GmbH Co. KG for €21m, at a net initial yield of 7.6% on gross acquisition cost. Credo

investors purchased 30% of the equity in Peter Unger GmbH Co. KG for €1.65m. This

investment is held in a special purpose vehicle called Robben Property Investments Limited.

+

Shareholders’ equity of €5.5m was used to capitalise Peter Unger GmbH Co. KG, while a
loan of €15.5m was provided by Barclays Capital Mortgage Servicing Ltd for 7.5 years until

October 2012. The loan has been amortised to €14.4m as at November 2008.

The portfolio comprises 8 properties in Austria located in 7 cities. Two of the properties are in
Vienna, the others are in Leoben, Rum, Salzburg, Villach, Wels and Wiener Neustadt. The
largest property is in Vienna (1,663 m?). Each of the properties have long leases with an
average length in excess of 10 years. Their combined projected gross annual rental income is
€1.73m, subject to a formula calculated on annual CPI escalations (which has averaged
1.62% over the last 10 years). The annual rent has increased by €22,100 due to indexation at

the properties in Wels and Villach.

Valued at €23.62m by CBRE in February 2008 at an initial yield of 6.35% and revalued

internally subsequently at a yield of 8% (€21.435m) to reflect the current market.

With regard to asset management, we have negotiated a new lease to regularise the
arrangement with respect of 798 sq.m2 of parking bays at the property in Vienna. ATU
currently has a lease for 15 years with the adjoining OMV Petrol Station, who themselves are
a tenant and have sublet this area to us. We have agreed with the current owners of the
parking bays to sign a new 40 years lease directly with us. This will enable us to sublet this
area to ATU directly. The rent due to the current owners will be €7,988 p.a. and the agreed

rent with ATU will be €10,621 p.a., which provides us with an additional income of €2,600 p.a.



We will benefit with slightly more rental income and this will make the lease end dates co-

terminus and will enhance the investment value of the property.

We anticipate the cost for this arrangement to be approximately €75,000, which will be funded
by the cashflow over the next 6 months. All of the above is subject to finalisation of legal

documents.

#

A dividend of €40,000 has been declared by Robben for the 6 month period ended August
2008. To date investors have received a total return of 14.5%. This is lower than originally

forecast due to sales and refinancing abort costs.
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