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MARKET UPDATE
VALUATION OF TRADE DOLLARS
GRANT THORNTON REPORT

The Directors of BBX Property Investment Fund Ltd. wish to advise
the market that they have had the benefit of the attached report in relation
to the valuation of BBX Trade Dollars.

The report was prepared by Grant Thornton in November, 2009 for the
directors of BBX Holdings Ltd. as part of the restructure of that company.
On Page 51 it sets out a valuation range of between 50 and 70 cents per
BBX trade dollar.

The 31 December, 2010 financial statements of the company contain
various disclosures in relation to valuation issues and the views of the
auditor, Robert Nielson. It is considered that those disclosures along with
the Grant Thornton Report are sufficient for investors to come to an
informed view about the valuation of Trade Dollars.
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10 Valuation of BEX Trade Dollars offered for the Buy-back
In considering the value of the BBX Trade Dollars, we note that:

¢ there has been a material level of BBX Trade Dollar transactions aver the past 5 years where
BBX Trade Dollars have been exchanged for goods and services;

¢ the BBX Trade Dollars cannot be exchanged for cash;

*  the BBX Trade Dollars can only be utilised on the BBX exchange or at businesses which
accept the BBX credit card;

®  BBX has experienced a very high level of write-offs in relation to overdrawn BBX trade
dollar accounts;

*  BBX has, in some instances where members have overdrawn accounts, accepted non-cash
consideration in the form of goods (e-g jewellery) and BBX PIF shares, in exchange for BBX
trade dollars credited to the overdrawn accounts.

*  the use of BBX Trade Dollars is limited to trade with other BBX membess and business
mesmbers;

®  there are sigpificant transaction costs associated with BBX trades;

®  the BBX marketis used by companies to sell goods at a BBX Trade Dollar price superior fo
the cash price which could have been achieved in the cash market; and

*  based on the cureent and historical performance, the BBX operations have generated negative
cash flows and accordingly there is uncertainty regarding the future of the manager of the
EBX exchange if the current and future shareholders will not continue to support the BBX
opexations by additional capital inflows. Whilst the manager of the BBX Exchange does not
own the BBX Exchange and a new manager can be appointed, there is uncertainty in relation
to whether the operation of the BBX Exchange and the BBX Exchange in itselfs are
cconomically visble in the medium/long term, Should the BBX exchange be discontinued,
the BBX Trade Dollars would be expected to have nil value, We note that BBX’s directors
have historically provided financial support for BBX as required andl as at 30 June 2009 BBX
owed a total 0f $699,000 to ditectors and related parties,

Given the above, we consider there 10 be significant uncertainty regarding the value of the BBX
Trade Dollar genemlly.

In addition we consider it likely that there is a significant difference between the value of BBX
Trade Dollars in the hands of an active BBX trader compared to 8 non BBX member or even an
incidental user of the BBX platform. For the putposes of our report we have consider both values
as set out below.
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10.1 Assessed value of BBX Trade Dollars to an active BBX member

Additional factors we consider may be relevant to a BBX Trade Dollar in the hands of an active
BBX member include:

¢  we would expect an active BBX member 1o be a regular consumer of goods or services
available within the BBX platform; and

*  2n active BBX member may have a trade dollar overdraft account which must be repaid
cither using BBX ‘Trade Dollars or cash,

For the pumposes of our report we have assessed the velue of a BBX Trade Dollar in the hands of
an aclive BBX member 10 be in the range of $0.50 to $0.70 cash per BBX Trade Dollar. We note
that in arriving at this range we have considered the following:

* gl of the factors discussed above and in particular draw atiention fo the significant transaction
costs to be incurred by the BBX member to use the BBX Dollars;

*  the wider range of goods, services and suppliers availsble in the cash market; and
¢ the uocertainty regauding the future of the manager of the exchange.

We note that this assessed range reflects our assessment of the average value to active BBX
members, Certain BBX members may be able to realise values below or above our assessed range.

10.2 Assessed value of BBX Trade Dollars to a non 8BX member

We consider the value of a BBX Trade Dollar in the hands of a non BBX member would be
significantly lower than in the hands of an active BBX member, having had particular regard to
the inability to exchange BBX Trade Dollas for cash and our estimate of the value a non BBX
member woukl place on BBX Trade Dollars. For the purposes of our report we have assessed 2
range in the order of $nil to 80.40 cash per BBX Trade Dollas in the hands of a non BBX
member.

We have been instructed by BBX that if a BBX sharcholder elects 1o receive trade dollars and is
not cutrently a BBX member, BBX will waive the initial joining membership fee for those BBX
shareholders

10.3 Assessed of the fair market value of the BBX Trade Dollars
For the pusposes of our report we must assess the ‘fair market value’ of the BBX Trade Dollass.
We note that the concept of “faix market value’ does not incorporate any special value, being any
additional value that may accrue to a particular purchaser, such as an active BBX member. As set

out above, we would expect that the value that may be vealised by specific purchaser, such as an
active BBX member, may be in excess of the fair market value of the BBX Trade Dollars.
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We have been instructed by BBX that approximately 640 of the 670 participants (96%) of the
perticipants in the TPO wexe also BBX members at that time. The Directors of BBX have
tepresented to us that the current proportion of BBX shareholders who are also BBX members as
at the date of this report is not materially different from the date of the IPO. Whilst this is a very
high proportion of BBX shareholders, we cannot be certain that all BBX sharcholders are also
BBX members.

Accordingly, for the purposes of our report we have adopted the value of BBX Trade Dollars in
the hands of a non BBX member as the fair market value, being in the range of $nil to 80.40 cash
per BBX Trade Dollar.

Whilst we have assessed this range for the purposes of faix market value for our valuation, we note
that BBX membexs may be able to realise a superior value for the BBX Trade Dollars,
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40.4 Assessed fair market value of the BBX Trade Dollars offered under the
Buy-back

Under the terms of the Buy-back, the MT & APN Non-associated Sharcholders are offered 1 BBX
I'rade Dollar for every 7 BBX shares held (the “BBX Trade Dollar Consideration™). The following
table sets out our assessed fair market value of the BBX Trade Dollar Consideration per BBX

share:

Rigure 23 Asscssed fair market value of the BBX Tradc Dollar Consideration
Assessed value of & BBX Trade Dollar to & non BBX member ) - 40.0
Buy-back consideration terms ) 1lor7 1lor7
BBX Trade Dofiar Consigeration per BBX share - 57

Souroo: Gram Thomion Corporate Finange analysls
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