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Fi nanci al Instrunments
Classification

Financi al assets and liabilities neasured at fair value through the profit and
| oss account those instrunments that the Conpany principally holds for the

pur pose of short-termprofit taking. These include securities portfolio
contracts and forward foreign exchange contracts that are not designated as
effective hedging instruments

Avai |l abl e-for-sale assets are financial assets that are not classified as held
for tradi ng purposes, |oans and advances, or held to maturity.

Avai | abl e-for-sale instrunents include real estate and other asset backed
securities.

Recogni tion

The Conpany recogni ses financial assets held for trading and avail abl e-for-sale
assets on the date it conmts to purchase the assets (trade date). Fromthis
date any gains and | osses arising fromchanges in fair value of the assets are
recogni sed.

A financial liability is recognised on the date the Conpany becones party to
contractual provisions of the instrunent.

Measur enent

Financial instrunments are neasured initially at fair value plus, in the case of
a financial asset or liability not measured at fair value through profit and

| oss, transaction costs that are directly attributable to the acquisition or

i ssue of the financial asset or financial liability.

Subsequent to initial recognition all trading instruments and avail able for sale
assets are carried at fair value

Al financial assets other than trading instrunents and avail able-for-sale
assets are nmeasured at anortised cost |ess inpairnment |osses. Anortised cost is
calculated on the effective interest rate nmethod. Prem unms and di scounts
including initial transaction costs, are included in the carrying anount of the
rel ated instrunent and anortised based on the effective interest rate of the

i nstrunent.

Fair val ue measurenent principles

The fair value of financial instruments is based on their quoted market price at
t he bal ance sheet date w thout any deduction for transaction costs. |If a quoted



market price is not available, the fair value of the instrument is estinated
usi ng pricing nodels or discounted cash flow techni ques, as applicable.

Wher e di scounted cash flow techni ques are used, estimated future cash flows are
based on nanagenent's best estimates and the discount rate is a market rel ated
rate at the bal ance sheet date for an instrunent with simlar terns and
conditions. Were pricing nodels are used, inputs are based on market rel ated
nmeasures at the bal ance sheet date

The fair value of derivatives that are not exchange traded is estimated at the
amount that the Conpany woul d receive or pay to termnate the contract at the
bal ance sheet date taking into account current market conditions and the current
credi tworthiness of the counterparties

Gai ns and | osses on subsequent neasurenent

Gains and | osses arising froma change in the fair value of trading instruments
are recognised directly in the income statenent. Gains and |osses arising froma
change in the fair value of available-for-sale securities are recognised
directly in equity until the investnent is derecognised (sold, collected, or

ot herwi se di sposed of) or inpaired, at which tine the cumulative gain or |oss
previously recognised in equity is included in the income statenent for the

peri od.

Der ecogni tion

A financial asset is derecogni sed when the Conpany | oses control over the
contractual rights that conprise that asset. This occurs when the rights are
real i sed, expire or are surrendered. A financial liability is derecogni sed when
it is extinguished.

Assets held for trading and avail abl e-for-sale assets that are sold are

der ecogni sed and correspondi ng recei vabl es fromthe buyer for the paynent are
recogni sed as of the date the Conpany comits to sell the assets. The Conpany
uses the specific identification nethod to determine the gain or |oss on
derecogni tion

| npai r ment

The Conpany assesses at each bal ance sheet date whether there is objective
evidence that a financial asset or group of financial assets is inpaired. A
financial asset or a group of financial assets is inpaired and inpairnment |osses
are incurred if, and only if, there is objective evidence of inpairnent as a
result of one or nore events that occurred after the initial recognition of the
asset (a 'loss event') and that |oss event (or events) has an inpact on the
estimated future cash flows of the financial asset or group of financial assets
that can be reliably estinated.

In the case of financial assets classified as available-for-sale, a significant
or prolonged decline in the fair value of the security belowits cost is

consi dered in determ ning whether the assets are inpaired. If any such evi dence
exists for available-for-sale financial assets, the cunulative |oss - neasured

as the difference between the acquisition cost and the current fair value, |ess
any inmpairnent |loss on that financial asset previously recognised in profit or

loss - is renoved fromequity and recognised in the i ncone statenent.

| npai rment | osses recognised in the income statenent on securities and | oans are
not reversed through the i ncone statenent. Subsequent increases in the fair

val ues of debt instrunents classified as avail abl e-for-sale, which can be
objectively related to an event occurring after previous inpairnment |osses have
been recogni zed in the inconme statenent, are recorded in the incone statenent.
Such reversals are then taken through the incone statenent only to the extent
previous inpairnent |osses have been taken through the incone statenent.

Hedge accounting

Wiere there is a hedging rel ati onship between a derivative instrument and a



related item bei ng hedged, the hedging instrument is neasured at fair val ue.

Whiere a derivative financial instrunent hedges the exposure to variability in
the cash flows of recognised assets or liabilities, the effective part of any
gain or loss on re-nmeasurenent of the hedging instrunent is recognised directly
in equity. The ineffective part of any gain or loss is recognised in the income
st at enment .

The gains or |losses that are recognised in equity are transferred to the incone
statenent in the sane period in which the hedged firmcomm tnent affects the net
profit and | oss.

Repur chase Agreenents

Securities and real estate |oans subject to repurchase agreenents are
reclassified in the financial statenents as pl edged assets when the transferee
has the right by contract or customto sell or repledge the collateral. The
counterparty liabilities have been classified as repurchase agreenents.

Cash and Cash Equival ents

Cash and cash equi val ents conprise cash at banks and in hand and short-term
deposits with an original maturity of three nonths or |ess.

Restricted Cash

Restricted cash conprises margi n account bal ances hel d by derivative
counterparties as collateral for forward forei gn exchange contracts, as well as
cash held by the trustees of the CDO | securitisation as a reserve for future
trustee expenses. As such, these funds are not available for use by the Goup.

I nvest ment Properties

I nvestment properties conprise |and and buildings. In accordance with | AS 40,
property held to earn rentals and/or for capital appreciation is categorised as
i nvestment property. lInvestnent property acquired at the end of Decenber 2004
has been recogni sed at cost, being the fair value of the consideration given,
including real estate transfer taxes, professional advisory fees and ot her
acquisition costs. After initial recognition, investnent properties are neasured
at fair value, with unrealised gains and | osses recognised in the consolidated

i ncone statenent.

The val ue of investment properties incorporates five properties which are held
by the Conpany under finance or operating | eases. An associated liability is
recogni sed at an anount equal to the fair value of the |eased property or, if

| ower, the present value of the mninmumlease paynents, determined at the

i nception of the |ease.

Fair values for all investnment properties have been determ ned by reference to
the existing rental income and operating expenses for each property and the
current narket conditions in each geographical market. Fair values al so

i ncorporate current valuation assunptions which are consi dered reasonabl e and
supportable by willing and know edgeabl e parti es.

Def erred Fi nanci ng Costs

Deferred financing costs represent costs associated with the issuance of
financings and are anortised over the termof such financing using the effective
interest rate method.

I nt erest-Bearing Loans and Borrow ngs

Al'l loans and borrow ngs, including the Conpany's repurchase agreenents, are
initially recognised at fair value, being the fair value of consideration
received, net of transaction costs incurred. Borrow ngs are subsequently stated
at anortised cost; any difference between proceeds net of transaction costs and
the redenption value is recognised in the incone statenent over the period of



the borrow ngs using the effective interest nethod.
Mnority Interests

Mnority interests represent interests held by outside parties in the Conmpany's
consol i dat ed subsidiaries

Revenue Recognition

Revenue is recognised to the extent that it is probable that the economc
benefits will flow to the Conpany and the revenue can be reliably neasured

I nterest incone and expenses are recognised in the incone statenent as they
accrue, taking into account the effective yield of the asset/liability or an
applicable floating rate. Interest incone and expense include the anortisation
of any discount or premiumor other differences between the initial carrying
amount of an interest bearing instrunent and its amount at nmaturity cal cul ated
on an effective interest rate basis.

Rental inconme is recognised on an accrual s basis
I nconme Tax

The Conpany is a Guernsey, Channel I|slands linmited conpany and is not subject to
taxation. The conpany's subsidiaries, EFL, CDO I, CDO Il and CDOIIIl are Irish
regi stered conpanies and are structured to qualify as securitisation conpanies
under section 110 of the Taxes Consolidation Act 1997. It is envisaged that
these conpanies will generate minimal net income for Irish income tax purposes
and no provision for income taxes has been made for these conpanies

The Conpany's Cerman subsidi ary conpani es, Longwave and Shortwave, are subject
to Gernan inconme tax on inconme arising fromits investment properties, after the
deduction of allowable debt financing costs and other all owabl e expenses. The
taxation provision for the quarter ended 31 March 2005 relates to these
subsi di ari es.

Forei gn Currency Transl ation

The functional and presentation currency of the Conpany and its subsidiaries is
the euro. Transactions in foreign currencies are initially recorded in the
functional currency rate of exchange ruling at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are
retranslated at the functional currency rate of exchange ruling at the bal ance
sheet date. Al differences are taken to the consolidated incone statenent.
Non-nonetary itens that are nmeasured in terns of historical cost in a foreign
currency are translated using the exchange rate as at the date of initia
transaction. Non-nmonetary itenms neasured at fair value in a foreign currency
are transl ated using the exchange rates at the date when the fair val ue was
det er m ned.

Shar e- Based Paynents

Shar e- based paynments are accounted for based on their fair value on grant date
In accordance with the transitional provisions of |IFRS 2, Share-Based Paynent
t he Conpany has restated the conparative information by way of adjusting the
openi ng bal ance of equity for earlier periods. The effect of the transitional
provisions is in conpliance with IAS 8, Accounting Policies, Changes in
Accounting Estinmates and Errors.

3. OTHER OPERATI NG EXPENSES

Unaudi ted Three Mont hs Three Mont hs Ended
Ended
31 March 2005 31 March 2004
e' 000 e' 000



Prof essi onal fees
Managenent fees
Q her

4. AVAI LABLE- FOR- SALE SECURI Tl ES

456 168

1, 475 236
786 34
2,717 438

The following is a sunmary of the Conpany's avail able-for-sale securities at 31

Mar ch 2005.
Current
Face
Armount
e' 000
Portfolio |
CMVBS 172, 110
Q her ABS 208, 116
380, 226
Portfolio
I
CVBS 93, 683
Q her ABS 107, 244
200, 927
Portfolio
I
CMVBS 118, 232
O her ABS 99, 700
217,932
Total Portfolio 799, 085

O her Securities

CVBS 137,779

Q her ABS 68, 560

206, 339

1, 005, 424

Short Term

| nvest ment s

Asset backed

commerci al

paper 200, 000

Tot al 1, 205, 424

Restricted Cash

Total Asset Backed

Anorti sed
Cost

99, 019

68, 567

Q oss
Unreal i sed
Gai ns Losses Carrying
Val ue
e' 000 e' 000 e' 000
2,445 (40) 174,281
3,187 (262) 210, 788
5, 632 (302) 385, 069
935 (18) 93, 878
1,045 (11) 108, 609
1, 980 (29) 202, 487
1,783 (166) 120, 175
1,501 (297) 100, 223
3, 284 (463) 220, 398
10, 896 (794) 807, 954
595 (443) 137, 327
760 - 69, 327
1,355 (443) 206, 654
12,251  (1,237) 1,014,608
- - 199, 490
12,251 (1,237) 1,214,098
22,517

Wi ght ed Aver age

S&P
Rat i ng

A1+

Coupon  Yield
3.93% 3.98%
4.22% 4.29%
4.09% 4.15%
3.76% 3.89%
4.13% 4.06%
3.96% 3.98%
4.55% 4.52%
4.22% 4.83%
4.40% 4.66%

4.14% 4.25%
3.33% 3.57%

3.20% 3.12%
3.29% 3.42%
3.97% 4.08%

n/ a 2.12%

Maturity
(Years)

0.16



Securities (including

cash to be invested) 1, 236, 615

CMBS - Commercial Mrtgage Backed Securities
Q her ABS - O her Asset Backed Securities

The securities within Portfolio | are encunbered by the CDO | securitisation

(Note 8). The securities within Portfolio Il and Portfolio IllI
t he borrow ngs under the warehouse credit facilities for CDO I
described in Note 9.

are encunbered by

and CDO |||

Asset backed securities, available for sale at fair value of e405.1 mllion have

been pledged to third parties in sale and repurchase agreenents.

I n accordance

with the revisions to I AS 39 Financial Instrunments: Recognition and Measurenent,

effective 1 January 2005, these securities have been reclassified as pl edged

securities as foll ows:

Unaudi t ed
31 March 2005
e' 000
Asset backed securities, available for sale
(includes cash to be invested) 831, 492
Asset backed securities pledged under
repur chase agreenents 405, 123
Total asset backed securities 1, 236, 615

31 Decenber
2004
e' 000

796, 522

Net unrealised gains on avail able for-sal e-securities and hedge instrunments
recogni sed in the statement of changes in equity were as foll ows:

Unaudi t ed
31 March 2005
e' 000
Unreal i sed gai ns on avail abl e-for-sale
securities 12, 251
Unreal i sed | osses on avail abl e-for-sale
securities (1, 237)
Unrealised (loss)/gain on hedge instrunments
(Note 14) (759)
10, 255

31 Decenber
2004
e' 000

7,833

(1, 229)

5. REAL ESTATE LOANS

Yield

QG oss
Unreal i sed Wi ght ed Aver age
Current Anortised Gins Losses Carrying S&P  Coupon
Face Cost Value Rating
Amount Basi s
Real estate
| oans 46, 682 46, 356 - - 46, 356 * 6. 82%

8.07%

Maturity
(Years)

4.51

* Included in real estate loans are loans with a total current face anount of

23,844,000 and with an average rating of BB from Standard and

Poor s.

Real estate loans with a carrying value of e€23.8 mllion have been pledged to

third parties in sale and repurchase agreenents. |n accordance

with the

revisions to I AS 39 Financial Instrunents: Recognition and Measurenent,
effective 1 January 2005, these |oans have been reclassified as pl edged assets



as foll ows:

Unaudi t ed 31 Decenber
31 March 2005 2004
e' 000 e' 000
Real estate | oans 22,512 21, 938
Real estate |oans pl edged under repurchase
agr eenent s 23, 844 -
Total real estate |oans 46, 356 21,938
6. OTHER ASSETS
Unaudi t ed 31 Decenber
31 March 2005 2004
e' 000 e' 000
I nterest receivable 9, 262 7, 800
Rent receivabl e 461 344
Deferred financing costs 217 217
Prepai d i nsurance 75 227
Derivative assets - 990
QG her assets 387 -
10, 402 9,578

Def erred financing costs represent costs associated with the issuance of a
collateralised debt obligation and will be offset against the proceeds of the
i ssuance.

7. | NVESTMENT PROPERTI ES

The tabl e bel ow shows the items aggregated under investment property in the
consol i dated bal ance sheet:

EUR ' 000 (unaudit ed) Land & Buil di ngs Leasehol d Property Tot al
At 1 January 2004 303, 480 15, 034 318,514

Addi tions 9 - 9

At 31 March 2005 303, 489 15, 034 318, 523

The property portfolio consists of 96 office and retail assets |ocated

t hroughout netropolitan and regi onal Germany, predom nantly in western Gernany.
The properties were acquired from Deut sche Bank, which remains the |argest
occupant of the portfolio, occupying approximately 52% of the portfolio by area.
Deut sche Bank's wei ghted average unexpired | ease termis 7.0 years. Additions
during the period represent additional purchase costs capitalised in respect of
existing properties.

A sunmary of the |ocation and proportionate value of each property in the
portfolio is as foll ows:

Locati on Nunber of Properties Proportionate Val ue
Nor dr hei n- West f al en 30 33.71%
Baden- Wirt t enber g 20 23.91%
Hesse 9 8. 56%

Lower Saxony 8 9. 66%
Bayern 7 7.30%

Rhi nel and- Pal ati nat e 6 4. 54%



Saxony- Anhal t 3 4. 45%

Thuringi a 5 2. 68%
Saxony 2 1.63%
Schl eswi g- Hol st ei n 1 1. 33%
Hanbur g 1 0. 99%
Br enen 1 0. 43%
Meckl enbur g- West  Poner ani a 2 0.51%
Br andenbur g 1 0. 30%
96 100. 00%

Fair values for the properties have been assessed by the conpany to be in line
with the initial cost of the properties including acquisition costs, and as
such, no profit or loss arising fromchanges in value has been brought to
account in the current period.

8. BONDS PAYABLE
CDO Bonds

As at 31 March 2005 (unaudited)

d ass Rat i ng Current Face Carrying Wi ghted Wi ghted
Anmount Anount Aver age Aver age
e' 000 e' 000 Cost of Maturity

Financing (in years)

A and B Notes AAA AA 351, 000 347,973 2.78% 7.1

As at 31 Decenber 2004

d ass Rat i ng Current Face Carrying Wi ghted Wi ghted
Anmount Anmount Aver age Aver age
e' 000 e' 000 Cost of Maturity

Financing (in years)

A and B Notes AAA AA 351, 000 347, 877 2.78% 7.3

None of the CDO bonds are due to be repaid within one year of the bal ance sheet
dat e.

9. BANK BORROW NGS

The bank borrow ngs conprises of:

31 March 2005 31 Decenber 2004
e' 000 e' 000
\War ehouse borrow ng (Note 9.1) 371, 873 350, 843
Term fi nance (Note 9.2) 243, 865 244,006
Revol ving credit (Note 9.3) 27, 000 14, 000
facility
642, 738 608, 849

The anounts drawn under the revolving credit facility (e27,000,000) and the
war ehouse borrowing facility (e371,873,000) are due for repaynent within one
year of the bal ance sheet date.

9.1 Warehouse Borrow ngs

In July 2004, through its subsidiaries CDO 1l and CDO IIIl, the Conpany exercised



its option to purchase securities under the securities portfolio contract for an
aggregate purchase price of approximately e77.5 mllion. The Conpany financed
the purchase price through a revolving credit facility arrangement with a najor
i nvest ment bank, whereby the securities purchased, along with any additional
securities to be acquired, are financed and held in a custody account by the
bank. The Conpany is using this credit facility as a neans of accumul ating
securities intended to be used in future securitisation transactions. The
Conpany conpl eted the securitisation of CDO Il on 28 April 2005 and expects to
conplete the securitisation of CDO Il on 5 May 2005 as described in Note 17
(Subsequent Events).

The terns of the credit facility provide for interest to be calculated with
reference to floating rate benchmarks (i.e. Euribor or Sterling Libor) plus 75
basi s points. The weighted average financi ng cost was 2.83%at 31 March 2005.

9.2 Term Financing for |nvestment Properties

On 23 Decenber 2004, in order to finance the acquisition of investnent
properties the Conpany's subsidiaries entered into a €246.5 nillion terml oan
facility with a najor real estate |ending bank. The facility is secured in the
customary manner for German real estate |lending, granting security over, inter
alia, all the real estate purchased as well as over rental streans and bank
accounts. The termof the facility is 8.3 years with final maturity in April
2013. The interest rate on the loan is Euribor + 1.18%p.a, payable quarterly.

9.3 Revolving Credit Facility

I n Decenber 2004, the Conpany entered into a revolving e35 mllion credit
facility with a major investnent bank as a neans of securing access to tenporary
working capital. The facility is secured by receivables flowing fromCDO |, CDO
I, CDOIIl and EFL and with security assignments of the Conpany's rights under
its managenent agreenment with Fortress Investnent Goup LLC. The facility
contains a nunber of financial covenants including a maxi num|everage ratio and
a mnimminterest cover ratio. The interest rate on drawn anounts is Euribor +
2.5%p.a., while on undrawn amounts it is 0.5%p. a.

10. REPURCHASE AGREEMENTS

In 2004, the Conpany's consolidated subsidiary EFL entered into a master
repurchase agreement with certain major investnent banks to finance the purchase
of available-for-sale securities. The obligations under those agreenents are
guar anteed by the Conpany. The terns of the repurchase agreenments provide for
interest to be calculated with reference to floating rate benchmarks (i.e.
Euribor or Sterling Libor) which resets or rolls nonthly or quarterly, with the
correspondi ng security coupon payment dates, plus an applicable spread.

The Conpany's carrying anount and wei ghted average financing cost of these
repurchase agreenments was approximately e403.2 mllion and 2.28% respectively
at 31 March 2005.

11. TRADE AND OTHER PAYABLES

31 March 2005 31 Decenber 2004

e' 000 e' 000
Security deposit 5, 006 5, 000
Unsettl ed security purchases 2,625 254, 051
I nterest payabl e 4, 690 2,283
Accrued expenses 3,099 2,264
Due to affiliates - Manager 964 237
Derivative liabilities 1,235 -
Fi nance & operating | ease payabl e 2,926 2,925
Q her payabl es - 127

20, 545 266, 887




12. EARNI NGS PER SHARE

Basi c earni ngs per share is calculated by dividing net profit (loss) avail able
to ordinary sharehol ders by the wei ghted average nunber of shares of ordinary
stock outstanding during the period.

Diluted earnings per share is calculated by dividing net profit (loss) available
to ordinary sharehol ders by the wei ghted average nunber of ordinary shares
outstandi ng plus the additional dilutive effect of potential ordinary shares
during the period.

The Conpany's potential ordinary shares during the period were the stock options
i ssued under its share option plan.

There have been no other transactions involving ordinary shares or potenti al
ordinary shares since the reporting date and before the conpletion of the
financial statenents.

The following is a reconciliation of the weighted average nunber of ordinary
shares outstanding on a diluted basis.

Three Three
Mont hs Mont hs
Ended Ended
31 March 31 March
2005 2004
Wi ght ed average nunber of ordinary shares,
out st andi ng basic 18, 463, 670 11, 857, 670
Dilutive effect of ordinary share options 710, 424 10, 480
Wi ght ed average nunber of ordinary shares
out st andi ng, dil uted 19, 174, 094 11, 868, 150

13. SHARE CAPI TAL AND RESERVES

The Conpany was registered in Guernsey on 8 August 2003 under the provisions of
t he Conpani es (Quernsey) Law, 1994 (as anended). On 21 Cctober 2003, the Conpany
i ssued 118,576, 700 shares at el.00 each. Pursuant to a witten resolution of the
Conpany dated 18 June 2004 the Sharehol ders resol ved to receive one share for
every ten shares previously held by them In June 2004, through its initial
public offering, the Conpany received subscriptions for and issued 6,600,000
ordinary shares at a price of el2 each. At the sanme tinme, the Conpany issued
5,000 shares to Paol o Bassi and 1,000 shares to Keith Dorrian in their capacity
of Directors of the Conpany. The shares issued to the Directors were non-cash
shares, and were issued with nil proceeds.

Under the Company's Articles of Association, the Directors have the authority to
affect the issuance of additional ordinary shares or to create new cl asses of
shares as they deem necessary.

O her Reserves

Q her reserves represent the fair value of share options at the grant date,
granted to the Manager in Decenber 2003 and June 2004.

14. HEDGE ACCOUNTI NG - CASH FLOW HEDGES OF | NTEREST RATE RI SK

The Conpany's policy is to hedge its exposure to interest rates and foreign
currencies on a case-by-case basis. Hedge accounting is only applied to cash
flow hedges of interest rate risk exposures. Interest rate swaps under which the
Conpany pays a fixed rate and receives a floating rate have been used to hedge
the interest rate risk on floating rate | ong-term bank borrow ng.



The gain or loss on nmeasurenment of the fair value of the interest rate swaps has
been recognised in the statement of changes in equity to the extent that the
swaps are effective

The details of interest rate swaps entered into by the Conpany are as foll ows:

31 March 2005 31 Decenber 2004

e000 e000
Nom nal anount 210, 000 210, 000
Pay rate 3.47% 3.47%
Receive rate 3 Month Euri bor 3 Month Euri bor
Remaining life 8.0 years 8.3 years
Fair value of swaps (liabilities) (759) 713

| assets

15. SHARE OPTI ON PLAN

I n Decenber 2003, the Conpany (with the approval of the Board of Directors and
pursuant to the confidential information nenorandum dated August 2003) adopted a
nonqual i fi ed share option plan (the "Conpany Option Plan") for officers,
Directors, enployees, consultants and advisors, including the Manager. In
Decenber 2003, for the purpose of conpensating the Manager for its successful
efforts in raising capital for the Conpany, the Manager was granted options
representing the right to acquire 1,185,767 ordinary shares at an exercise price
of el0 per share (nunmber of shares and exercise price adjusted for share
consolidation). The fair value of the options at the date of grant was e0.2
mllion and was estinmated by reference to an option pricing nodel

In June 2004 following the I PO the Manager was granted an additional 660, 000
options at an exercise price of el2 per share. The fair value of the additiona
options at the date of grant was e€0.2 mllion and was al so estinated by
reference to an option pricing nodel. The Manager options represent an anount
equal to 10% of the ordinary shares issued by the Conpany. The options granted
to the Manager were fully vested on the date of grant and expire ten years from
the date of issuance

The fair value at the date of grant of options granted to the Manager has been
of f set against the proceeds fromissuance of ordinary shares as the grant of
options is a cost of capital

16. DI VI DENDS PAI D & PROPOSED

2005
€000

Pai d during the 3 nonths ended 31 March 2005

Equi ty dividends on ordinary shares:

Fourth quarter dividend for 2004: e0.33 (2003: nil) 6, 093
6, 093

Di vi dend declared on 19 April 2005 (not recogni sed as

aliability at 31 March 2005)

Equity dividends on ordinary shares:

First quarter dividend for 2005: e0.33 (2004: nil) 6, 095

No di vi dends were decl ared and/or paid during the three nonths ended 31 March
2004.

17. SUBSEQUENT EVENTS

Subsequent to quarter end, Eurocastle successfully priced two secured debt
offerings to match-fund credit sensitive real estate securities and other asset



backed securities. CDO Il is a £200 mllion collateralized debt obligation which
is expected to be issued by Eurocastle CDO Il PLC on 5 May 2005 to purchase
sterling investnents. CDOIIl is a e400 mllion financing which was issued by
Eurocastle CDO Il PLC on 28 April 2005 to purchase euro investnents.

This information is provided by RNS
The conpany news service fromthe London Stock Exchange
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