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EPP investor update

M1 portfolio acquisition
Following our recent webcast and investor meetings in South Africa, a number of questions were raised by
various participants. In the interest of transparency our responses are outlined below.

1. Fees
	No fees will be paid to Redefine Properties Limited (“Redefine”) on this transaction nor will Redefine be
entitled to any fees on any acquisitions going forward.

2. Master lease
	The current master lease provided by Metro AG is in effect until April 2024. Chariot Group, the seller to
EPP, has provided a rental guarantee to secure sustainable net operating income (“NOI”) which is valid for
four years from the date Tranche 1 of the transaction begins. Therefore the revenue EPP will receive from
the transaction is fixed for the next four years due to the rental guarantee provided by the consortium and
providing the master lease is still in place. In the event that the master lease is terminated early, EPP will
have the ability to renegotiate leases at potentially higher rents.

3. Upside from transaction
	The additions and extensions already identified in certain of the centres should yield approximately 8.5%
on the cost resulting in further upside to income.

4. Potential overhang of shares
	The acquisition of the first tranche of the portfolio has been partially financed by the private placement of
shares in EPP to certain of the vendors. This issuance will dilute Redefine’s holding in EPP from approximately
40% to 35%. The shares to be issued are subject to a minimum 12-month lock-in period. EPP understands
from Redefine that in the event of the consortium members wishing to sell some or all of these shares at
the end of the lock-in period, Redefine would purchase these shares in order to bring their shareholding
back to above 40% and avoid a potential overhang of EPP shares in the market.
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5. Purchase price
	The assets acquired by EPP are considered to be of a higher quality compared to the rest of the assets in
the consortium portfolio hence the lower initial yield. EPP obtained a discount to the estimated open
market valuation for the assets purchased. EPP understands from Redefine that the profit to the consortium
on the sale to EPP of the three tranches amounts to approximately €40 million inclusive of acquisition costs.
This equates to approximately 6% profit and was arrived at in part by taking into account the substantial
value add that the consortium could have enjoyed had it undertaken the extensions and additions itself.
The higher returns indicated by the consortium are a result of the higher yielding Hypermarket portfolio,
which is excluded from the transaction with EPP, and the fact that the consortium will continue to receive
the rental from those M1 centres which will only be transferred to EPP in 2019 and 2020.

6. LTV
	We continue to assess the most optimal way to fund our business through use of debt, equity or the sale
of office assets and we maintain a medium-term LTV target of between 45% and 50%. We anticipate uplift
in the value of our existing portfolio due to various asset management initiatives in our portfolio and recent
completed extensions. We also expect an increase in value of the Młociny project in the 2019 financial year.

7. Future capital raises
	At this stage, it is not anticipated that EPP will be raising additional capital during 2018.
	Please refer to the SENS announcements published on 11 October 2017 and 4 December 2017 for full
details on the transaction.
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