REPORT AND PROPERTY SUMMARY

ADDRESSED TO PROPLEND SECURITY LIMITED

The Company: Sealion Estates Limited (Company number 59054 registered in
Guernsey).

Transaction: Facility and lending to the Company.

Properties: 7, 8 and 9 Liverpool Terrace, Worthing, West Sussex, BN11 1TA and
land at South Side of 11 Shelley Road, Worthing, West Sussex, BN11 1TU.

The Lender/s: As defined in the Security Documents.
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SCOPE OF THE REVIEW AND LIMITATION OF LIABILITY

This report has been prepared for the sole benefit of you, Proplend Security
Limited, in connection with the Transaction and for no other purpose.

The contents of this report are private and confidential. It must not be relied
on by or made available to any other party without our written consent. We
have already given our permission to you to provide this report to the Lenders
and their solicitors but it should be noted that the Lenders and their solicitors
are not entitled to rely on this report. It is supplied for information only. We will
not answer any further questions on this report from anyone other than
Proplend Security Limited.

The report is based on our review of the final draft of the certificate of title
relating to the Transaction supplied by the Company’s solicitors which we
understand is also to be disclosed to the Lenders and their solicitors.

We have not inspected the Properties and are unable to advise you on the
physical condition of the Properties. We would advise you to arrange for a
survey of the Properties to be carried out, if this has not already been
arranged. A survey should identify any physical defects and may warn of
potential defects.

We are unable to advise you on the value of the Properties. We understand
that you have instructed Styles Harold Williams of 1 Jubilee Street, Brighton
BN1 1GE to provide a valuation of the Properties. You should ensure that the
valuer is aware of the matters mentioned in this report, as these may have an
impact on their valuation. We draw your attention to clause 3 of the certificate
of title. This requires the Company’s solicitor to certify that the valuer has
been sent the certificate of title and as such the valuer should hopefully
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already be aware of any issues raised in this report and factored them into
their valuation.

THE PROPERTIES

The Properties are described and split as follows:

2.1.1 7 Liverpool Terrace, Worthing, BN11 1TA (“Property 17);

2.1.2 8 Liverpool Terrace, Worthing, BN11 1TA (“Property 27);

2.1.3 9 Liverpool Terrace, Worthing, BN11 1TA (“Property 3”);

2.1.4 Land on the south side of Shelley Road, Worthing, BN11 1TU
(“Property 4”)

Properties 1, 2 and 3 are used for offices and Property 4 as car parking.

There are too many tenancies to detail in this report. Instead we report on any
issues or significant matters in the tenancies at paragraph 2.8 below. The
details of the tenancies can be found in Schedule 5 (including the supplement
at the end of Schedule 5) of the Certificate.

Each of the Properties is freehold and are registered at the Land Registry
under title numbers WSX211321 (Property 1), WSX30939 (Property 2),
WSX20579 (Property 3) and WSX27126 (Property 4). The class of title is
absolute freehold title. Absolute title is the best class of title available.

The registered owner of the Properties is the Company.

Only Property 4 has the benefit of significant rights. Property 4 does not abut
a highway maintainable at public expense and therefore access to Property 4
is reliant on a right of way over adjoining properties. Access to Property 4 is
via a driveway within title number WSX69717 (not owned by the Company)
that does abut the public highway and the Certificate confirms that the right of
way is sufficient to provide access to and from Property 4 to the public
highway.

The Properties are encumbered by the following restrictive covenants:

2.7.1 Property 1: An 1869 conveyance prohibits any alterations to the
exterior front portion of Property 1 in any manner and restricts
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constructing any building other than a dwelling house on Property 1. It
also prohibits Property 1 as being used for any use other than as a
private dwelling house without written consent of the transferor under
the conveyance or their successors. This conveyance is not available
at the Land Registry. The Company has obtained restrictive covenant
indemnity insurance for the use of Property 1 as an office as this use
is in breach of the restrictive covenant. The insurance is for £500,000
and the Certificate confirms that the insurance adequately covers the
Company, the Lenders and the Chargee in that event that Property 1
is used in breach as a residential dwelling and/or offices.

2.7.2 Property 2: An 1871 conveyance prohibits alterations to the front
exterior portion of Property 2 until one of the other eleven houses
forming Liverpool Terrace has been altered and the alterations have
been in place for six months. The Company believes that this part of
the restriction has fallen away as a number of the houses forming the
terrace have been altered for over six months. Property 2 is also
restricted to being used as private dwelling house until one or more of
the eleven dwelling houses forming Liverpool Terrace have been used
for the space of six calendar months otherwise than for the purposes
of a professional or private dwelling house. Again the Company has
obtained a restrictive covenant indemnity insurance policy for the use
of Property 2 as offices and that there may have been a breach of the
alterations restriction. As with Property 1, the insurance is for
£500,000 and the Certificate confirms the policy adequately covers the
Company, the Lenders and the Chargee in that event that Property 2
has been altered or used as a residential dwelling and/or offices is
considered a breach of the covenant.

2.7.3 Property 4 is subject to unknown rights of passage and running of
electricity, water, telephone, cables, sewage, soil and surface water,
ancillary rights of entry and car parking rights granted by leases of flats
on neighbouring land. The Certificate confirms that these rights and
the exercise of them do not impact on the use of the Property by the
Company or its tenants. Property 4 may also be subject to unspecified
easement rights contained within a 1958 conveyance, the extent of the
rights being unknown. It is believed that these rights are easements
enjoyed by adjoining properties on the east and west sides of Property
4. Again the Company has put in place defective title indemnity
insurance to cover the risk of breach of or costs resulting from
unspecified easement rights referred to in the 1958 conveyance. The
insurance cover is for £300,000 and the Certificate confirms that the
policy adequately covers the Company, the Lenders and the Chargee
in that event that Property 4 is in breach of those unknown
rights/easements.
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2.8 The Certificate confirms that the Property is multi let. Details of the
occupational tenancies are contained in schedule 5 (split into various parts)
and the supplement to Schedule 5 of the Certificate. There are 9 “proper”
tenancies at the Properties and 4 car parking licences. Schedule 5 of the
Certificate details the terms of the tenancies and here we flag the following
material issues:

2.8.1 The ninth letting document is described as a licence. It is this
document that the remaining documents in the Supplement at the end
of Schedule 5 of the Certificate are similar to. These are for the car
parking spaces on Property 4. It should be noted that whilst these
documents are stated to be licences, given the term lengths and the
likelihood that the licensee is given exclusive possession of the car
parking space it should be considered that they are more than likely
leases. None of these “licence” documents are excluded from the
security of tenure provisions of Part 2 of the 1954 Landlord and Tenant
Act. Any notice given by the Company to determine the licence could
be subject to challenge from the occupier that the licence could be
treated as being a lease under the provisions of the Landlord and
Tenant Act 1954. It is likely and should be assumed that the occupants
under these documents have acquired security of tenure. These car
parking licences are brief in their terms and do not include the vast
majority of terms, conditions and provisions that you would expect to
see in a lease document.

2.8.2 Five of the occupational leases have expired (Letting Documents 1, 3,
5, 7 and 8). They expired in 2014, 2017, 2016, 2014 and 2015
respectively. Of those expired leases, we believe that all of the tenants
remain in occupation. The tenants under Letting Documents 1, 5, 7
and 8 remain in occupation under the Landlord and Tenant Act 1954
and have a right to a new lease and security of tenure. The tenant
under Letting Document 3 does not have the benefit of rights under
the Landlord and Tenant Act 1954 as they were excluded from that
lease. However, should the tenant remain in occupation for a
significant period of time without concluding a new lease (i.e. over six
months) it is likely that they will acquire a right to security of tenure.

2.8.3 With the exception of Letting Document 9 (which is the standard car
parking licence) the other standard Letting Documents reserve an
ability to recover the costs of the service charge and insurance from
the tenants. In each Letting Document, the percentage of the cost
recoverable is stipulated. The total percentage recoverable from all
tenants is 155.39%. This is clearly incorrect or the Company is making
a profit from the service charge and insurance costs. There are service
charge caps in Letting Documents 2, 8 and 10. The caps are fixed at
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£4,900.50, £230.00 and £2,300.00 respectively and do not rise in line
with RPI.

2.8.4 There are break options in Letting Documents 2, 3, 6 and 10. At
present there is no indication that any of these break options have
been exercised.

2.8.5 The tenant of the second and third floors of Property 3 is stated as
being in arrears of rent of £3,641.20. There is therefore a breach of the
tenant covenant to pay rent.

2.8.6 Letting Documents 1, 5, 7 and 8 permit the tenants to make alterations
(both structural and non-structural) with the Landlord’s prior written
consent. This consent is not qualified and relates to both structural
and external alterations. It is extremely unusual to permit the tenants
to carry out structural alterations. The landlord may be unreasonable
in withholding consent but only if the alteration is not an improvement
to the relevant premises. In addition Letting Documents 1, 5, 7 and 8
only require removal of any alterations made without the Landlord’s
previous written consent or where planning permission has ceased.
The Company cannot therefore insist on removal of any alterations
with consent. Given that the Properties are listed, we would expect to
see more stringent control over alterations particularly bearing in mind
the potential consequences of breaching the listing. As Letting
Document has expired, we suggest that this be rectified in any new
renewal lease and made a requirement of the lending.

2.8.7 In respect of alienation, Letting Documents 1, 5, 7 and 8 do not
contain a prohibition on permitting or sharing occupation of the whole
or part of the relevant premises or holding the whole or part of the
premises on trust. This means that the occupation can be shared with
third parties without the consent of the Company. In addition, Letting
Document 3 does not include the usual provision for an authorised
guarantee agreement on assignment of that particular lease. Given
that this Letting Document has expired and is not currently within the
Landlord and Tenant Act 1954, we suggest that this be rectified in any
new renewal lease and made a requirement of the lending.

2.8.8 Letting Documents 3, 4, 6 and 10 do not provide for the Landlord to
insure against loss of 3 years annual rent. Although the Company is
not obliged to insure for loss of rent, we suggest that the Company
should do so as a matter of course to ensure that should the premises
be damaged or destroyed, the Company can still service the loan from
rent insurance rather than the rent receivable under the leases which
may be suspended.
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2.8.9 Letting Documents 1, 5, 7 and 8 do not contain a provision allowing
the landlord and/or the tenant to determine the Letting Document if it is
not possible to reinstate after damage to the let premises by the end of
the period of loss of rent insurance for which the landlord covenants to
insure. Given that these Letting Documents have expired, we suggest
that this be rectified in any new renewal leases and made a
requirement of the lending. It would also be sensible to require that
insurance monies are payable to the landlord if the premises or any
part of them are damaged or destroyed by an insured risk so as to
make the premises incapable of use and occupation or inaccessible
and reinstatement is frustrated.

2.8.10 The forfeiture provisions in Letting Documents 1, 5, 7 and 8 do not
provide for the Landlord to re-enter on the appointment of a receiver of
the tenant’s property. As above, given that these Letting Documents
have expired, we suggest that this be rectified in any new renewal
leases and made a requirement of the lending.

2.8.11 Letting Documents 1, 5, 7 and 8 do not expressly reserve VAT as rent
but in practice the Company recovers in full all VAT on sums under the
Letting Document. As above, given that these Letting Documents have
expired, we suggest that this be rectified in any new renewal leases
and made a requirement of the lending.

2.8.12 Letting Document 6 provides for maximum liability of the guarantor
(Barry Somers) of £3,400 and no liability for the guarantor to take a
new lease.

The Properties are subject to a Debenture containing a floating charge and a
Legal Charge both dated 10 May 2016 which affect the Properties. Both will
be discharged on completion of the Transaction.

SIGNIFICANT DISCLOSURES MADE AGAINST THE STANDARD
CONDITIONS OF THE CERTIFICATE OF TITLE

No planning permission has been granted for the use of Property 4 as a car
park. The Company has not received any notice of breach of planning nor has
any enforcement action been threatened or notified. The use of Property 4 as
a car park has been in continuous use since 1964 and therefore we consider
that the enforcement action is time barred.

Properties 1, 2 and 3 are within a Conservation Area and are listed under the
Planning (Listed Buildings and Conservation Areas) Act 1990 as amended for
their special architectural or historic interest. The list entry number is
1250439. The Company has not received any notification of breaches of
listed building consent and confirms that there have been no alterations or
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3.3

4.1

breaches of the listing for these Properties. We have also discussed the
potential consequences of any breach of planning and listed building
legislation and you are aware that breaches of listed building legislation can
carry hefty fines and there is no time limitation on enforcement action for
breaches. This includes breaches not just carried out by the Company but
can apply to works carried out in breach by previous owners. You would be
advised to ask a surveyor or the valuer to check that (insofar as possible to
do so) that all alterations made to these Properties have been given consent.
That said, it is virtually impossible to be 100% certain that the Properties are
compliant with planning, listed building and building regulation consents.

The Company has not carried out Local Authority and Water/Drainage
searches. In its place they have put on risk a lack of search insurance policy.
The level of cover is for a sum up to £1,250,000. The Certificate confirms that
the policy is adequate in all respects to cover the Lenders and Chargee
against a matter that would have been known about had a search been
carried out. The policy covers the Properties.

LAND REGISTRY SEARCHES

A Land Registry official search shows whether the register for a property has
changed since the copy of the register was originally issued to the Company's
solicitor. The search also gives the applicant a "priority period”. Any new
entries that are registered in the priority period will not bind the applicant, as
long as the Land Registry receives their application for registration within the
priority period. The Land Registry official search will confirm that:

4.1.1 there are no further issues raised by that search; and

4.1.2 priority will be afforded to the registration of the security in favour of
Proplend Security Limited over the Properties.

INSURANCE

The Company’s solicitor has confirmed that your interest in the Properties will
be noted (automatically or otherwise) on the buildings insurance for the
Properties from completion of the Transaction.

CERTIFICATE OF TITLE

Following completion of the final Land Registry searches, the draft agreed
certificates of title will be completed by the Company’s solicitors and dated on
the day of completion of the Transaction.
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7 CONCLUSION

Subject to the matters referred to in this report, we are of the opinion that
upon completion of the Transaction and registration at the Land Registry you
will have a first legal charge over the Properties to protect against the lending
by the Company.
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Signed: KEYSTONE LAW
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