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Hatfield Philips International restructured a complex CMBS loan in the amount
of €940m without paying funds to out-of-the-money lenders

Debt restructured without generating taxable restructuring gains
Imminent threat of insolvency removed, allowing more asset strategies

No write-off of debt; all lenders continue to participate according to their
seniority

Stable capital structure allows maximising value of portfolio; Lenders capture
all value increase through orphan trust structure

Flexibility created to invest income in properties and manage debt payment
streams with consequent benefits for liquidity facility

Financial restructuring advice in-house



Project Mozart — Pre-restructuring
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Effect of June 2010 Control Valuation Event
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Special Servicing Financial Strategy

HATFIELD
PHILIPS

There was no incentive for Sponsor to further invest in the portfolio as it had been losing equity value steadily
since 2007; from early 2010, Sponsor unwilling to inject further funds.

Expiry of guaranteed interest covenant in January 2010 meant imminent illiquidity; large deficits in interest
payments on PropCo level during standstills resulted in unavoidable liquidity facility drawings on Issuer level.
Special Servicer resolved to stabilise the corporate structure and provided a platform for a new asset
management strategy, and had the PropCos obtain a Sanierungsgutachten (German restructuring opinion).
Special Servicer standstill and cash management strategy resulted in an increase in letting activity, but
starting from a low WALT and held back by some tenant losses and rent-free periods.

Special Servicer promoted sales at attractive prices.

€ '000s ALA Valuation Procegg;

Disseldorf, K6 28-30 1,168 1,220 1,220

Bremen, Birkenst. 37 3,503 2,620 4,988

Koln, Kaiser-Wilhelm-Ring 26 3,170 2,950 3,665

Erfurt, Bahnhofstr. 4a 5,216 4,950 4,241 right of way issues

Hamburg, Stderstr. 24 8,164 10,300 9,883

Munich, Elsenheimer 41, 43 16,201 15,500 18,200

Munich, Charles-de-Gaulle 2, 23, 3 14,665 8,000 7,300 vacancy, fire protection issues
Munich, Nymphenburger 92 10,325 10,700 10,700

Disseldorf, Stresemannstr. 46 1,340 280 800 fire protection forces redevelopment
Leipzig, Neumarkt 10 5,036 7,400 7,750

Leipzig, Trufanowstr. 8 792 600 930

Total before pipeline 69,580 64,520 69,677

Successful long term (15 years) lease of Frankfurt, Zeil in January 2011
Valuation May 2010: €45m. Expected value increase following lease: >€30m
Lower asset management costs secured, change of asset manager



Project Mozart — Simplified initial structure at

'ELD  closing of Share Purchase Agreement June 2011

) ] Terms of “hand back”
Stichting

Sanchez . Under the Share Purchase Agreement, a newly

founded Lux Purchaser, Sanchez Sarl, acquired
94.9% of the shares in German HoldCo.

. Sanchez Sarl is owned by a charitable foundation
Sanchez Sarl (“orphan trust”); these are administered by a
corporate services provider.

. MSREF Dutch HoldCo will have to remain as
minority shareholder until the PropCos’ conversion
into GmbHs has been completed. (refer to page 9)
German . Further, the Share Purchase Agreement provides
HoldCo for a call option for the benefit of a Co-Investor with
respect to MSREF's remaining minority interest.
100% . The PropCos remain borrowers and obligors.
Sanchez Sarl has acceded to the Loan and became
5.1% a borrower and obligor thereunder.
. The shares in Sanchez Sarl are pledged to the
Lenders.
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Project Mozart — Debt restructuring on closing

Following the closing of the Share
Purchase Agreement, the Mozart Whole
Loan was tranched into a “senior” and a
“junior” tranche.

A €197m “senior” tranche was assumed
on closing by Sanchez Sarl by way of an
assumption of debt (Schuldibernahme).
The PropCos can have Sanchez Sarl
progressively assume more of the Mozart
Whole Loan up to maximum of €275.5m
“senior” tranche if necessary to ensure
PropCo solvency.

As consideration for this assumption of
debt, the PropCos owe a contingent
consideration to Sanchez Sarl.

This contingent consideration can only
be paid from PropCo profits, and is
repaid after the “junior” tranche which is
still owed by the PropCos.

Sanchez Sarl then agreed that the
PropCos can pay to the Facility Agent
any junior tranche obligations ahead of
any senior tranche obligations.

The tranching of the Facility on borrower
level as described above does not alter
in any way the rights of the Lenders
under the Intercreditor Agreement.




Maturity of Mozart Whole Loan extended to April 2015 (business plan foresees disposals
completed in 2014)

Credit Agreement switched to German law for accessory security/contract novation reasons

Credit agreement remains in default; Intercreditor Agreement is unchanged and post-default
intercreditor waterfall continues to apply

PropCos have pushed up a certain amount of debt to Sanchez Sarl (Lux Purchaser) and may
push up further debt when their financial statements are drawn up, subject to a ceiling of €275.5m
determined in the restructuring opinion

Security remains in place; the purpose of the push-up is to ensure continued solvency of German
Borrowers. Tax structuring ensured no taxable restructuring gain

Quarterly Interest may be deferred to maturity by PropCos and/or Lux Purchaser if insufficient
operating income available (but see final bullet below)

Existing capex plan remains “pre-agreed” as before; remaining unspent (but committed) MSREF
equity commitment of €9m was drawn down to PropCos equity funding account on closing

Facility Agent must approve all disposals over €5m, all significant leases, new capex and Tls

Facility Agent influences Sanchez Sarl through Duty of Care and other provisions (including
termination) in the Corporate Service Agreements, which provide directors to the various entities

At IPD, Facility Agent can direct disposal proceeds to be applied to outstanding interest or
approved capex or principal



o Project Mozart Restructuring — Conversion

Stichting

Sanchez

Initially assumed portion

of the Loans
€197m

Co-Investor

5.1% 94.9% /!

German )/
HoldCo //

/
/

4
100% / Contingent

K consideration now

/ contractually
0,
100 /(I’// subordinated
’ €197m

junior tranche

PropCos

GmbH Retained portion
of the Loans
€691m

ayoueln Joluss

Lenders

+ Conversion of PropCos expected to be
effective in August 2011, before which
accounts need to be finalised

+ PropCos convert from GmbH & Co. KGs into
GmbHs

+ Co-Investor (related to incoming asset
manager) then purchases remaining 5.1% of
German HoldCo from MSREF (under option
since SPA)

+ Tax treatment of PropCos improves following
conversion; share deals now possible




Project Mozart - Simplified Final Structure
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The contingent consideration will by virtue
of contract only arise if the respective
PropCo has sufficient profit to pay it.

This means that disposals from PropCos
will satisfy the entire “junior” tranche of the
Facility first.

Where a PropCo achieves disposal
proceeds above its individual loan portion,
the excess will next be applied to other

PropCos’ “junior” tranche due to cross-
collateralisation.

Only when the entire €691m “junior” tranche
is repaid will PropCos begin repaying the
contingent consideration.

The Facility Agent continues to apply the
Intercreditor Agreement to proceeds at
Lender level.

Sanchez Sarl repays the “senior” tranche
and “senior” interest from its income (e.g.
from the contingent consideration), and
pays a restructuring fee of €40-55m plus
10% interest p.a. to Lenders pro rata their
original loans if it ever repays the entire
“senior” tranche.

10




Frequently Asked Questions

What is the interest spread? — Unchanged from before (though interest was only ever
paid in full because of the Guaranteed Interest Covenant which expired in January 2010).
The hedging is also unchanged although the Special Servicer will continue to review
options depending on the interest rate environment.

What is the meaning of Majority Lenders? — Majority Lenders is defined in the Credit
Agreement and means, at any time, a Lender or Lenders whose participations in
outstanding Loans and whose undrawn Commitments then aggregate 6622 per cent. or
more of all of the aggregate of the outstanding Loans.

How is interest treated? — Borrowers can suspend interest wholly or partially. Facility
Agent can make disposal proceeds available to repay interest wholly or partially. Interest
which is suspended is not capitalised as it may be beneficial to pay it before maturity if
funds are available.

Any financial covenants? — No; as Lenders enjoy all economic benefits of the assets,
and the loan remains in default, there is nothing to be gained.

Is Allocated Loan Amount still used? — No, the Facility Agent approves all sales
above €5m (and also if below business plan, if smaller) and has rights over disposal
proceeds as previously described.

11



Hatfield Philips International Limited
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