THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If
you are in any doubt about the contents of this document or the action to be taken, you should consult an
independent financial adviser authorised under the Financial Services and Markets Act 2000 immediately.

This document comprises a prospectus relating to REO Securities Limited (the “Company”) prepared
in accordance with the Prospectus Rules made under section 73A of the Financial Services and
Markets Act 2000. This document has been approved by and filed with the Financial Services
Authority in accordance with the Prospectus Rules.

Real Estate Opportunities Limited (“REO”) and the Company, whose registered office appears on
page 13, and the Directors, whose names also appear on page 13, accept responsibility for the
information contained in this document. To the best of the knowledge of REO and the Company
and the Directors (each of whom has taken all reasonable care to ensure that such is the case), the
information contained in this document is in accordance with the facts and contains no omission
likely to affect the import of such information.

No ZDP Shares have been marketed to, nor are any available for purchase by, the public in the United
Kingdom or elsewhere in connection with the introduction of the ZDP Shares to the Official List. This
document does not constitute an offer or invitation to any person to subscribe for or purchase any
securities in REO Securities Limited.

Application has been made to the UK Listing Authority for all the ZDP Shares to be admitted to the
Official List and to the London Stock Exchange for all such ZDP Shares to be admitted to trading on the
London Stock Exchange’s main market for listed securities. It is expected that Admission will become
effective and that dealings on the London Stock Exchange in the ZDP Shares will commence on
15 February 2008, subject to the Court sanctioning the Scheme and the Scheme Conditions being met.

REQO Securities Limited

(Incorporated and registered in Jersey under the Companies (Jersey) Law 1991 with registered number 97292 )

INTRODUCTION
of
57,755,782 zero dividend preference shares of (0.001p each
in connection with a recommended scheme of arrangement under
Article 125 of the Companies (Jersey) Law 1991 of Real Estate Opportunities Limited

Sponsored by
LANDSBANKI SECURITIES (UK) LIMITED

This document has been prepared in connection with a scheme of arrangement pursuant to Article 125
of the Companies (Jersey) Law 1991 to introduce a new subsidiary company, REO Securities Limited,
to the Group. The full details of the Scheme are set out in Part II of this document.

Landsbanki Securities (UK) Limited, which is authorised and regulated by the Financial Services
Authority, is acting exclusively for the Company and REO in connection with the matters set out in
this Prospectus and will not be responsible to anyone other than the Company and REO for providing
the protections afforded to customers of Landsbanki Securities (UK) Limited or for providing advice
in connection with any matter referred to herein.

The distribution of this document in jurisdictions other than the United Kingdom may be restricted
by law and therefore persons into whose possession this document comes should inform themselves
about and observe such restrictions. Any failure to comply with the restrictions may constitute a
violation of the securities of any such jurisdiction. This document does not constitute an offer to sell
or issue, or the solicitation of an offer to buy or subscribe, shares in any jurisdiction.

The whole text of this document should be read. Attention is drawn in particular to the section entitled
“Risk Factors”.



SUMMARY

TABLE OF CONTENTS

RISK FACTORS

EXPECTED TIMETABLE

DIRECTORS AND ADVISERS

PART I INFORMATION ON THE COMPANY

O 001N DN K Wi —

. Introduction

. The Group

. Capital structure of the Company

. ZDP Shares

. The relationship between REO and the Company
. Conditions to implementation of the Scheme

. Timetable

. Listings, dealings, share certificates and settlement
. Overseas Share Owners

PART I SCHEME OF ARRANGEMENT

PART III INFORMATION ON THE GROUP

O 01N U K W —

PART IV FINANCIAL INFORMATION RELATING TO THE COMPANY

. Background and investment objective
. Business overview

. Strategy

. Capital structure and financing

. Property management arrangements

. Diversification

. Dividend policy

. Financial information

. Third party information

AND THE GROUP

PART V ADDITIONAL INFORMATION

DEFINITIONS

12

13

14

14
14
14
14
15
15
16
17
17

19

24

24
24
26
26
26
27
27
27
27

28

32

57



SUMMARY

This summary section should be read as an introduction to the Prospectus which comprises the whole
of this document. Any decision to invest in the ZDP Shares should be based on a consideration of the
Prospectus as a whole by the investor. Where a claim relating to the information contained in a
prospectus is brought before a court, an investor might, under national legislation of the European
Economic Area member states, have to bear the costs of translating the prospectus before the legal
proceedings are initiated. Civil liability attaches to those persons who are responsible for this summary,
including any translation of the summary, but only if the summary is misleading, inaccurate or
inconsistent when read together with the other parts of the Prospectus.

REO Securities Limited

e REO Securities Limited is a newly incorporated company which is a wholly owned subsidiary of
REO.

e The Company has a fixed life and will be wound up on the Repayment Date, 31 May 2011, in
accordance with its Articles and the ZDP Shareholders will be entitled to their final capital
entitlement of 235.51p per ZDP Share.

REO

e REO is the holding company for a group of property investment and development companies
which aims to meet its banking obligations and satisfy its obligations to its loan stockholders,
satisfy the entitlement of the REO ZDP Shareholders and provide REO Ordinary Shareholders
with capital growth and income.

e Treasury Holdings acts as investment adviser for all of the Group’s property assets, pursuant to
two investment advisory and management agreements and holds 66.5 per cent. of the ordinary
share capital of REO.

e As at 30 June 2007, the Group had fixed assets of £1.362 billion made up predominantly of
investment and development properties. Most of these properties are located in Ireland, the main

exception being the Battersea Power Station site in London. As at that date, the Group’s net assets
were £0.371 billion, equivalent to 146.7p basic and 133.3p diluted per REO Ordinary Share.

The Scheme of Arrangement

e  Subject to the approval by the Court of the Scheme, the Company will issue ZDP Shares on a one
for one basis credited as fully paid to the holders of REO’s ZDP Shares as at 6.00 p.m. on the
Scheme Record Date. The ZDP Shares will be issued in exchange for cancellation of the REO
ZDP Shares.

e The rights of the ZDP Shares are substantially similar to the rights of the REO ZDP Shares and,
in particular, provide for the repayment of the ZDP Shares on the Repayment Date at 235.51p per
ZDP Share in cash, being the same repayment date and amount as the REO ZDP Shares.

Risk Factors

General risks

e Aninvestment in the ZDP Shares is suitable only for financially sophisticated investors capable of
evaluating the risks and merits of such investment and who have sufficient resources to bear any
loss (including total loss) which may result from the investment. Prospective investors should,
therefore, consult an independent financial adviser authorised under the FSMA before investing.

e Changes in economic conditions including, for example, interest rates, rates of inflation, industry
conditions, competition, political and diplomatic events and trends, tax laws and other factors can



substantially and adversely affect property investments, and according, the ability of REO to meet
its obligations to the Company.

ZDP Shares

The market value of the ZDP Shares can fluctuate and may not always reflect their underlying net
asset value. ZDP Shareholders may not get back their full capital entitlement on a winding up of
the Company.

Although the ZDP Shares are entitled to a pre-determined capital repayment on the Repayment
Date, this is not guaranteed.

The obligations of REO to the Company are subordinated to the claims of REO’s other creditors
on a winding-up. If at the Repayment Date REO has insufficient assets, then its obligations to the
Company may be satisfied only in part or not at all.

The ZDP Shares rank for capital behind any creditors of the Company and REO.

Should the Company be wound-up prior to the Repayment Date, holders of ZDP Shares would be
entitled to receive only their accrued entitlement to the date of the winding up. This amount, which
would be calculated in accordance with the terms of the Articles, would be less than the final
capital entitlement of the ZDP Shares and would be subject to REO having sufficient net assets.



RISK FACTORS

This discussion of certain risk factors relating to the Company and the ZDP Shares should be read in
conjunction with the full text of this document.

The Directors believe that implementation of the Scheme does not give rise to any additional risk factors
for REO ZDP Shareholders and that the risks associated with the ZDP Shares are the same as the risks
associated with the REO ZDP Shares. The Directors consider the following risk factors to be the material
risks for ZDP Shareholders, but the risks listed do not necessarily comprise all those associated with an
investment in the ZDP Shares.

Risks of investing in ZDP Shares

General Risks

An investment in ZDP Shares is suitable only for financially sophisticated investors capable of
evaluating the risks and merits of such investment and who have sufficient resources to bear any loss
(including total loss) which may result from the investment. Prospective investors should, therefore,
consult an independent financial adviser authorised under the FSMA before investing.

Changes in economic conditions including, for example, interest rates, rates of inflation, industry
conditions, competition, political and diplomatic events and trends, tax laws and other factors can
substantially and adversely affect property investments and, accordingly, the ability of REO to meet its
obligations to the Company.

Entitlements of ZDP Shares

The market value of ZDP Shares can fluctuate and may not always reflect their underlying net asset value.
ZDP Shareholders may not get back their full capital entitlement on the winding up of the Company.

Although ZDP Shares are entitled to a pre-determined capital repayment on the Repayment Date, this
is not guaranteed.

The obligations of REO to discharge its obligations pursuant to the Undertaking Agreement, as
described in paragraph 6.1 of Part V, will be subordinated to the claims of REO’s other creditors on a
winding-up. If at the Repayment Date (or any earlier redemption or repurchase of the ZDP Shares or
winding up of the Company) REO has insufficient assets, then its obligations to make payment under
the Undertaking Agreement may be satisfied only in part or not at all. Accordingly, the Company may
have insufficient assets to satisfy the then current or final capital entitlement of the ZDP Shares.

Should the Company be wound-up prior to the Repayment Date, holders of ZDP Shares would be
entitled to receive only their accrued entitlement to the date of the winding-up. This amount, which
would be calculated in accordance with the terms of the Articles, would be less than the final capital
entitlement of the ZDP Shares and would be subject to REO having sufficient net assets.

Prospective investors should be aware that the ZDP Shares rank for capital behind any creditors of the
Company and REO.

There can be no guarantees that any appreciation in the values of the Group’s investments will occur
or that the investment objectives of the Company and/or other members of the Group will be met.

The market value of the ZDP Shares will be affected by changes in general interest rates, with upward
movements in interest rates likely to lead to reductions in the market value. The market value of the
ZDP Shares also takes into account, amongst other things, supply and demand for the ZDP Shares,
market conditions and general investor sentiment.

An investment in the ZDP Shares may be relatively illiquid. There may be a limited number of ZDP
Shareholders and this fact may contribute to infrequent trading and volatile share price movements.



Borrowings

The articles of association of each company in the Group allow the directors of each company to
exercise borrowing powers.

Any borrowings of the Group will rank ahead of the entitlement of the ZDP Shares and will be repaid
first out of the assets of the relevant member of the Group on any winding-up of such member.

The use of any borrowings by the Group may increase the volatility of the net assets of the Group.
Similarly, the use of borrowings by other companies in which the Group invests will increase the
volatility of the Group’s investment in such companies and thereby further increase the volatility of the
net assets of the Group.

A breach of any terms entered into with a bank may entitle such bank to require repayment, which may
require the Group to realise some or all of its investments at values that REO regards as less than
favourable.

Costs of the Proposals

The actual costs of effecting the Proposals may be greater than the estimated figure of
approximately £795,000.

Taxation

Statements in this document concerning the taxation of Shareholders are based upon current law and
practice. These are, in principle, subject to change and prospective investors should be aware that such
changes may affect the Group’s ability to generate returns to Shareholders and/or the taxation of any
such returns to Shareholders.

Accounting policies

Representations in this document concerning returns to Shareholders are based on accounting policies
and practices currently applicable to the Group. Prospective investors should be aware that any changes
in such accounting policies and practices may affect the Group’s ability to provide returns to
Shareholders as envisaged in this document.

Risk factors affecting the Group

General

The market value of and income derived from the Company’s and REQ’s shares will vary to reflect
supply and demand in the market which will, at least in part, be influenced by the net asset value of
REO. The market value of the REO Ordinary Shares and the ZDP Shares may not reflect their
underlying net asset value or capital entitlement. Investments in REO will be subject to the general and
specific risks connected with investment in real estate and high yielding securities. There can be no
guarantee that REO’s investment objectives will be achieved.

The income and capital return for REO Ordinary Shareholders are expressed and will be reported in
Sterling. As a large proportion of REQO’s assets, liabilities and income are denominated in Euros, returns
to the REO Ordinary Shareholders will be influenced by the exchange rate movement between the Euro
and Sterling.

The use of gearing is likely to increase volatility in REO’s net asset value in that a relatively small
movement in the value of REO’s investments will result in a greater relative movement (upwards or
downwards) in net asset value per REO Ordinary Share.

Battersea Power Station

In December 2006 REO completed the purchase of the site and building of Battersea Power Station
in London.



(a)

(b)

(©

(d)

(©

Site risk

The site is a high profile site in London and the UK real estate market. The Power Station building
ceased operations in 1982. Since then, there have been several attempts to agree the future use of,
and to develop, the site. These proposals have reached various stages of development, but none
has been successfully implemented, such that the site has attracted publicity as being a
problematic site to develop. Any future attempts to develop the site could therefore, be ultimately
frustrated by the nature of the site and the history of previous planning applications whilst also
involving considerable expenditure. Given the high profile nature of the site and public interest
in the future use and development of the site, REO may be subject to an increased level of public
scrutiny and this in turn may increase the expectations on REO to implement and deliver a
successful development of the site. In addition, Battersea Power Station is the only substantial
acquisition and development by REO of a site located in the UK.

Location risk

REO aims to create a new designation location within the London property market. At present
the site is not an established location for retail, leisure, hospitality or office use. While there is
residential property adjacent or close to the site, its pricing level within the London residential
market does not necessarily establish the location. The projected rents and capital values are
dependent on the successful establishment of the site as a location.

Planning

Although it is likely that REO will seek planning permission for a revised scheme, the site does
benefit from an outline planning permission for a scheme dated 21 January 2005. This is subject
to certain conditions including Wandsworth Borough Council approving pre-commencement
conditions and these remain to be discharged. The scheme is subject to certain planning
restrictions. Obligations under section 206 of the Town and Country Planning Act 1990 relating
to the scheme impose a restriction on occupation to the effect that the Power Station must be
practically completed before any part of the development can be occupied or open to the public.
This requirement is qualified by reference to a schedule of works, so that if the works as outlined
in the schedule are completed, other parts of the development may be occupied. The section 206
agreement also contains a limitation in terms of the retail offer that may be provided on the site
(being no more than 33 per cent. of the gross floor area) and requires that retail use must
compliment the leisure and entertainment complex. If REO were to implement the current
scheme, such restrictions may impact the ability of REO to complete the scheme in the most
profitable and efficient manner.

Development risk

The development on the site will require substantial capital expenditure and will take a
considerable amount of time before completion. REO will therefore need to raise additional capital
either by way of further debt or by issuing equity or other forms of shareholder investments. There
is no certainty that REO will be able to raise, either through debt financing or equity, the level of
funds required to develop the site. Certain general risks will possibly affect the development and
refurbishment activities on the site, including risks relating to completion (with the possibility of
construction or restructuring and overruns, both in terms of time and budget), the risk of not
obtaining, or delays in obtaining, necessary administrative permits, necessary third party consents,
the risk of not finding any tenants at the desired rent levels, and risks relating to the financing of
the development. Any of these could increase the cost or delay or prevent completion of the
development on the site and could result in a loss of revenues or in capital invested.

Consequently, there can be no assurance that the development or sale of properties on the site will
not have an adverse effect on REO’s results of operations or financial condition.

Completion risk

In common with all development projects the return made is substantially dependent on the
completion of the development materially within the timescale and costs projected. The ability to
complete any development on the site will be dependent on a wide range of interrelated factors
including, inter alia, the quality of the project management process, the credit of the various
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contractors, the financing arrangements for the development, the successful and timely supply of
materials and components, and the absence of accidents. Delays to and disruption of the
development may have a material impact on its projected profitability.

(f) Cost risks

The profitability and, in extremis, the completion of the development is dependent on the
accuracy of the estimates of costs made and included within the project model. REO will seek to
minimise this risk by basing its cost estimates on the result of extensive and detailed research
undertaken by costs consultants but there is a risk that the total development costs will exceed
these estimates.

(g) Taxation risk

The effectiveness of the structure within which the site is held has certain tax assumptions
concerning its treatment. If any of these assumptions prove to be incorrect it may reduce the
return on the development profitability of the scheme. The site acquisition has been structured to
take advantage of the tax treatment of offshore companies in the United Kingdom. It is possible
that legislation may be passed which would change the tax treatment of the site acquisition in the
United Kingdom thus affecting the tax liability of the entities acquired.

(h) Terminal value risk

The profit derived from the development on the site is dependent on the value of the development
at the point of realisation. This is dependent on the level of income capable of being generated by
the development, market views as to its prospects and the relationship between income and capital
values at the time.

Key personnel

REO’s success depends in part, upon the continued service and performance of the Directors, and of
the senior management team of Treasury Holdings and certain other key personnel. These individuals
may leave the employment of REO and/or Treasury Holdings (as applicable) in the future and may also
seek to compete with REO. The loss of any of these individuals could have a material adverse effect on
REO's business and financial conditions and results of operation.

Geographic concentration of properties

REO owns a concentration of Irish properties. Consequently, any downturn in the Irish property
market or the Irish economy generally or regulatory changes in Ireland could affect REO’s results of
operations and financial condition.

Risk factors affecting the Group’s industry

General risks relating to property

REO’s net asset value will be subject to the general risks connected with investment in real estate. In
particular, as the weighting of the Property Portfolio is biased towards Ireland and the UK,
investments made by REO in property will be subject to the risks of such ownership, development and
management in Ireland and the UK.

Despite the significant increase in property values in Ireland and in the UK, there can be no assurance
that such increases will continue. Any future property market recession could materially adversely
affect the value of REQO’s properties.

Returns from an investment in property depend largely upon the amount of rental income generated
from the property and the expenses incurred in the construction or redevelopment and management of
the property, as well as upon changes in its market value.

Rental income and the market value of properties are generally affected by overall conditions in the
local economy, such as growth in gross domestic product, employment trends, inflation and changes in
interest rates. Changes in gross domestic product may also impact employment levels, which in turn
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may impact the demand for premises, especially for office space for commercial enterprises in the
service sector. Furthermore, movements in interest rates may also affect the cost of financing for real
estate companies.

Both rental income and property values may also be affected by other factors specific to the real estate
market, such as competition from other property owners, the perceptions of prospective tenants of the
attractiveness, convenience and safety of properties, the inability to collect rents because of the
bankruptcy or insolvency of tenants or otherwise, the periodic need to renovate, repair and release
space and the costs thereof, the costs of maintenance and insurance, and increased operating costs.

In addition, certain significant expenditures, including operating expenses, must be met by the owner
even when the property is vacant.

Planning regulations

Changes in the legal framework concerning planning rules in Ireland or the UK may negatively
influence the values of properties, making them unattractive for both leaseholders and potential
purchasers. Accordingly, such changes may have an adverse impact on REO’s business.

Development of property

Development projects require substantial capital expenditure for land acquisition and construction and
it usually takes a considerable amount of time before the projects are completed and begin to generate
cash flows. Certain general risks affect development and refurbishment activities, including risks
relating to completion (with the possibility of construction or restructuring and overruns, both in
terms of time and budget), the risk of not obtaining, or delays in obtaining, necessary administrative
permits, the risk of not finding any tenants at the desired rent levels, and risks relating to the financing
of the development. Any of these could increase the cost or delay or prevent completion of a project
and could result in a loss of revenues or in capital invested.

In addition, and despite insurance coverage, the development and sale of premises may also give rise
to actions being brought against companies in which REO may own an interest, in connection with
defects in the property.

Consequently, there can be no assurance that the existing or future development or sale of properties
will not have an adverse effect on REO’s results of operations or financial condition.

Liquidity
Investments in property are relatively illiquid and more difficult to realise than equities or bonds.

Factors affecting the Irish and UK markets

In addition to the general economic factors mentioned above, rental income and the value of properties
may be adversely affected by the cyclical nature of the property industry.

Debt financing and leverage

The property investment and development sector tends to be highly capital intensive. The Group has a
significant level of debt in order to finance its property acquisition and development activities.
Although REO hedges a substantial portion of its exposure to interest rate fluctuations, an increase in
interest rates might adversely affect REO’s results of operations as its cost of financing increases.

In addition, the ability of REO to raise funds for development activity on favourable terms depends on
a number of factors including general economic, political and capital market conditions and credit
availability from commercial banks. If REO were to be confronted with a liquidity crisis in the longer
term future, whether for macroeconomic reasons or for reasons specific to REQ, it could significantly
increase REQO’s cost of funding or lead to serious difficulties for REO in refinancing its debt. REO
could also be forced to sell assets, which may not be under the best conditions, in order not to default
on its payment obligations.



Acquisition of property

In accordance with its strategy, REO will continue to acquire property assets. Such acquisitions involve
a number of risks inherent in assessing the values, strengths, weaknesses and profitability of properties
including adverse short-term effects on REO’s operating results, diversion of management’s attention,
and risks associated with unanticipated problems and latent liabilities or contingencies such as the
existence of hazardous substances, for example asbestos, or other environmental liabilities. Additional
risks inherent in acquisitions include risks that the acquired properties will not achieve anticipated
rental rates or occupancy levels, and that judgements with respect to improvements to increase the
financial returns of acquired properties will prove to have been inaccurate.

Considerations relating to market value and appraisals

Property and property related assets are inherently difficult to value due to the lack of marketability.
As a result, valuations are subject to substantial uncertainty.

Competition

REO may face significant competition from UK, Irish, European or other foreign property companies.
Competition in the property market may lead either to an over-supply of premises through over-
development or to prices for existing properties or land for development being driven up through
competing bids by potential purchasers. Accordingly, the existence of such competition may have a
material adverse impact on REO’s ability to secure tenants for its properties at satisfactory rental rates
and on a timely basis and to acquire properties or develop land at satisfactory prices.

Amenities and transportation infrastructure

The proximity of amenities and transportation infrastructure such as train stations and bus
interchanges to property assets may change over time. There is no assurance that the amenities and
transportation infrastructure and shuttle services will not be closed, relocated or terminated in the
future. Such closure, relocation or termination may adversely affect the accessibility of the property
assets. This may then have an adverse effect on the demand for and the rental rates in respect of the
Group's property assets and adversely affect the financial position of the Group.

Uninsured risks

Although REO will attempt to ensure that all its properties are adequately insured, changes in the cost
and availability of insurance may expose REO to uninsured losses. Should a property incur a loss that
is not fully covered, the value of REO’s assets will be reduced accordingly.

Inability to sell a property

Many different factors affect the property market, including investor and/or buyer supply and demand.
REO cannot predict whether it will be able to sell a property for the desired price and/or on its desired
terms, nor the length of time which will be needed to exchange and complete any sale.

Although REO recognises it may have to correct defects and make improvements to a property before
it can sold, there is no assurance REO will have funds available to undertake such work at the
relevant time.

When purchasing a property, REO may agree to restrictions that prohibit or limit the sale of the
property. Such provisions may restrict the Group's ability to sell the property.

Tenancies

The Group may opt to let some of the property it acquires. Although the Group will attempt to ensure
that its tenants are of good financial standing, a decline in the financial stability of tenants may result
in rent payment default which would cause a reduction in the Group’s profits. Furthermore, the Group
may experience delay in enforcing its rights as a landlord and incur substantial costs.

If a lease is terminated, there is no assurance the property can be re-let immediately or for the rent
previously received. The Group may have to expend funds on new tenant improvements in the vacated
space of provide financial inducements to the new tenant. Although the Group intends to manage its
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cash position to allow for such additional costs, the Group cannot be certain that adequate funding will
be available as and when the need arises.

Environmental

If the Group fails to comply with environmental laws and regulations or faces environmental litigation,
its costs may increase.

General investment risks

Share price volatility and liquidity

A number of factors outside the control of REO may impact on its performance and the price of the
REO Ordinary Shares and the ZDP Shares, including investor sentiment, currency fluctuations and
local and international stock market conditions. The price of the REO Ordinary Shares and/or the
ZDP Shares may fall as well as rise.

Taxation

Any change in REO or the Company’s tax status or in taxation legislation, including rates of taxation,
could affect the value of the investments held by REO and the Company, affect REO and the
Company’s results and its ability to provide returns to REO Ordinary Shareholders or ZDP
Shareholders, or alter the post tax returns to REO Ordinary Shareholders or ZDP Shareholders.

Controlling shareholder

Treasury Holdings (in its own name and through its subsidiaries Brossbar Limited, IREO Irish Real
Estate Opportunities Fund PLC and M1 Development Company Limited) hold REO Ordinary Shares
representing more than 50 per cent. of the issued ordinary share capital of REO. Treasury Holdings is
therefore in a position to increase its aggregate shareholding in REO without incurring an obligation
under Rule 9 of the City Code to make a general offer to REO Ordinary Shareholders. Treasury
Holdings is also, by virtue of its holding of REO Ordinary Shares, able to exert a very significant
degree of control over the conduct of REO. In particular, Treasury Holdings has the power, subject to
the Substantial Shareholder Agreement details of which are set out in paragraph 6.13 of Part V of this
document, to appoint or remove directors and, subject to the provisions in the articles of association
of REOQ, to control REO’s dividend policy.
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EXPECTED TIMETABLE

ZDP Court Meeting 11.15 a.m. on 18 January 2008
ZDP Class Meeting 11.25 a.m. on 18 January 2008
Ordinary Class Meeting 11.35 a.m. on 18 January 2008
REO EGM 11.45 a.m. on 18 January 2008
CULS Holders Meeting 11.55 a.m. on 18 January 2008
Court Hearing 10.00 a.m. on 14 February 2008
Announcement of result of Court Hearing 14 February 2008
Date on which the Scheme becomes effective 15 February 2008"
Dealings commence in ZDP Shares and CREST accounts credited

and dealings in REO ZDP Shares suspended 15 February 2008
Certificates despatched where appropriate Week commencing 25 February 2008

(1)  This date is indicative only and will depend upon when the Court sanctions the Scheme and on when the Scheme
Conditions are met.
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PART I

INFORMATION ON THE COMPANY

1. Introduction

REO Securities Limited is a newly incorporated company which is a wholly owned subsidiary of REO.
REO was launched in 2001 and was established with a planned winding up date in May 2011. The
stated intention at that time was to put proposals to REO Shareholders ahead of the planned winding
up date to effect a scheme of reconstruction giving both REO Ordinary and REO ZDP Shareholders
the option of a full cash exit, or the option to extend the investment beyond the planned winding up
date. The intention was that REO would therefore not be required to realise or, thereby, to crystallise
capital gains tax liabilities. The REO Articles require either that REO be wound up on the Repayment
Date or that reconstruction proposals (as defined in the REO Articles) be proposed at that time which
provide for the REO ZDP Shareholders to receive their final capital entitlement of 235.51p in cash on
the Repayment Date.

The Scheme is designed to enable the REO ZDP Shareholders to be repaid in full in 2011 without REO
itself being wound up. Subject to the approval by the Court of the Scheme, the Company will issue zero
dividend preference shares (“ZDP Shares™) on a one for one basis credited as fully paid to the holders of
REO’s zero dividend preference shares (“REO ZDP Shares”) as at 6.00 p.m. on the Scheme Record Date.

The ZDP Shares will be issued in exchange for cancellation of the REO ZDP Shares. The rights of the
ZDP Shares are substantially similar to the rights of the REO ZDP Shares and, in particular, provide
for the repayment of the ZDP Shares on the Repayment Date at 235.51p per ZDP Share in cash, being
the same repayment date and amount as the REO ZDP Shares. The REO ZDP Shares were issued at
a placing price of 100p per REO ZDP Share and were designed to provide predetermined capital
growth per final capital entitlement of 235.51p on the Repayment Date, which is equivalent to a
redemption yield, calculated from 22 June 2001 to the Repayment Date, of 9.0 per cent. per annum.

The objective of the Company is to repay the ZDP Shares their final entitlement of 235.51p on the
Repayment Date.

The Scheme has been proposed in order that REO can continue with an indefinite life. The full terms
of the Scheme are set out in Part II of this document.

2.  The Group
REO is the parent company of the Group. The Group is a property holding company which aims to

meet its banking obligations and satisfy its obligations to its CULS Holders, satisfy the entitlement of
ZDP Shareholders and provide REO Ordinary Shareholders with capital growth and income.

3.  Capital structure of the Company

The authorised share capital of the Company consists of 60,000,000 ZDP Shares and 1,000 Ordinary
Shares. The ZDP Shares will be listed on the Official List and admitted to trading on the London Stock
Exchange’s market for listed securities and will be issued to the holders of the REO ZDP Shares on a
one for one basis. The Ordinary Shares will be unlisted. Two Ordinary Shares have been issued as at
the date of this document, both of which are beneficially held by REO. Accordingly, REO Securities
Limited is a wholly owned subsidiary of REO.

The Company has a fixed life and will be wound-up on the Repayment Date subject to the provisions
of its Articles.

4. ZDP Shares

The ZDP Shares are designed to provide the same pre-determined level of capital return as the REO
ZDP Shares on the Repayment Date, the date on which the Company is due to be wound up in
accordance with the Articles.
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The Company proposes the issue of 57,755,782 million ZDP Shares of 0.001p per share conditional,
inter alia, upon admission of the ZDP Shares to the Official List and to trading on the London Stock
Exchange’s market for listed securities becoming effective. The ZDP Shares will be issued by the
Company, a wholly owned subsidiary of REO, which has been formed for this purpose.

The ZDP Shares are designed to provide a pre-determined level of capital return on 31 May 2011, the
date on which the Company is due to be wound up under the Articles. The ZDP Shares will rank
behind REO’s other creditors, including the CULS holders, but in priority to REO’s Ordinary
Shareholders. However, this capital entitlement is not guaranteed and, as set out in the section headed
“Risk Factors”, the Company may at any time have insufficient assets to satisfy the then current or
final capital entitlement of the ZDP Shares.

The ZDP Shares do not carry any entitlement to receive income.

ZDP Shareholders will not be entitled to attend or vote at general meetings of the Company. However
their approval as a separate class is required for certain actions which would affect their rights. Further
details of the rights attaching to the ZDP Shares are set out in paragraph 3 of Part V below.

The exchange of REO ZDP Shares for ZDP Shares will not generally constitute a disposal by the REO
ZDP Shareholders for capital gains tax purposes and, under current legislation, the increase from the
base cost of the REO ZDP Shares to the final capital entitlement of 235.51p per ZDP Share will
generally be treated as a capital gain and, therefore, not subject to income tax. Your attention is drawn
to the general guide to the UK tax position of the Group and ZDP Shareholders which is set out in
paragraph 8 of Part V of this document.

5.  The relationship between REO and the Company

In order for the Company to have sufficient assets to repay the ZDP Shares, REO and the Company
have entered into arrangements pursuant to the Undertaking Agreement whereby, conditional upon
the Scheme becoming effective, the net assets of REO will effectively be made available to meet the
repayment entitlement of the ZDP Shares on the Repayment Date.

Pursuant to the Undertaking Agreement, REO agrees to contribute to the Company (by way of gift,
capital contribution or otherwise) such amount as will result in the Company having sufficient assets
to satisfy the then current or, as the case maybe, final capital entitlement of the ZDP Shares on the
Repayment Date or any earlier winding up of the Company. These obligations of REO, shall, in the
event of a winding up of REQO, be subordinated to the claims of other unsecured creditors of REO.
The Undertaking Agreement contains protections for ZDP Shareholders, including restrictions on
REO entering into any transaction which, if was entered into by the Company, would require the
consent of the ZDP Shareholders. The Undertaking Agreement also contains an obligation on REO
to have due regard to the interests of ZDP Shareholders.

The arrangements outlined above will result in all the Group’s net assets effectively being available to
meet the repayment entitlement of the ZDP Shares. ZDP Shareholders will therefore participate in the
assets of the Group in much the same way as at present, where the REO ZDP Shares have been issued
by REO. Similarly, the repayment entitlement of the ZDP Shares will effectively rank in priority to the
capital entitlement of the REO Ordinary Shares, although it will be subordinated to REO’s bank
borrowings and other creditors from time to time.

The terms of the Undertaking Agreement referred to above are summarised in par