LoknStore Group

Support Services

Growth backed by assets

United Kingdom

Market Cap £39.5m
Lok’nStore owns 20 self storage centres and is aiming to acquire between two Enterprise Value £48.6m
Reuters Code LOK.L
and four stores per annum. The UK self storage market is growing, driven by its 12m high/low 165p/103p
flexible characteristics and a rising level of familiarity. We believe the current
share price broadly reflects the value of the current portfolio but ignores the Free Float 72.3%
potential for further expansion. Average Daily Volume (000s) 86.5
Next News HI - Mar
Recent Newsflow — Lok’nStore has been granted planning permission for residential Website www.loknstore.co.uk
. . . . . Confidence in Estimates 3
development at its Kingston site, paving the way for a potential sale. Management has
commented that this will provide increased firepower to continue to accelerate the Key Shareholders  Last Notified Holding (%)
growth of the self-storage operation, which remains the core objective. A Jacobs 212
, . . . L L S G Thomas 9.7
Key Issues — Lok’nStore needs to continue to evidence that its existing portfolio is Gartmore 92
capable of generating sustainable, profitable growth. This would both underpin the Mercury 8.7
. . . Universities SS 8.6
current share price and support the strategy for continued expansion. 68
Financials — We forecast net debt of £9.2m at July 2005 and gearing of 89%. However,
including the result of the January 2004 valuation reduces gearing to 45%. We estimate Share Price Performance
a sale of the Kingston site could yield £10m which would then be reinvested into self 180 -
storage sites. 160 -
. 140 1
Valuation — We have cautiously valued the current portfolio at 150p by assuming no 120 -
further expansion is made and existing sites are matured. While the shares are trading 100 -
at a 5% premium to this estimate this method excludes the potential for further value 80 1
creation as the portfolio is expanded. 60 1
40
Investec acts as Broker and Advisor to Lok’nStore Group 20 1
0 T "
Feb-03 Feb-04 Feb-05
Valuation Im 3m  12m
Year End: 31 July 2003 2004 2005E 2006E 2007E Price 86 346 388
PE (Normalised) (x) 808.5 nm nm nm 183.0 Rel. All Share 36 260 235
EV/Sales (x) 6.8 7.0 6.3 6.0 5.6 Source: |CF Group
EV/EBITDA (x) 533 57.3 44.2 343 27.6
EV/EBIT (x) 3903 317.8 139.8 76.8 51.7
Yield (%) 0.0 0.0 0.0 0.0 0.0 Relative Performance
Source: Company Accounts/Investec Securities Estimates 160 -
Performance Ratios 140 -
Year End: 31 July 2003 2004  2005E  2006E  2007E 120 -
Sales growth (%) 12.2 17.8 16.4 9.5 9.0 100 -
EBITA Growth (y-on-y) (%) 262.0 485 1384 88.5 53.0
EPS (Normalised) growth (%) 80 1
EBITDA margin (%) 12.8 123 143 17.4 20.5 60 -
EBITA Margin (%) 1.8 22 4.5 7.8 10.9 40 4
Interest Cover (x) 2.5 0.9 0.6 1.0 1.3
ROCE (%) 08 08 18 3.1 44 20 1
Net Cash/(Debt) (£m) .1 (6.9) 9.2) (10.9) (12.4) 0 T 1
Net Debt/Equity (%) 7.7 65.8 889 1064 1184 Feb-03 Feb-04 Feb-05
NWC/Sales (%) (12.5) (15.8) (12.2) (10.0) (8.1)
Source: Company Accounts/Investec Securities Estimates Im 3m  [2m
Rel. Sector 44 269 416
Company Profile Rel. Index I.I 185 144
LoK'nStore is one of the leading self storage companies in the UK having opened its first centre in Source: JCF Group
1995. The company has 725,000 sq ft of storage space available in sizes from 12 sq ft to 10,000 sq
ft. Storage is provided in steel storage units, pallet or open storage. The companies 4,500 Analyst
customers range from householders to businesses and government. Guy Hewett
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Industry Background

The UK self storage market (rented storage space) is immature and growing at
double digit rates. This growth is underpinned by the attractions of cost-
effective use of space and flexibility. The current market of c.400 self storage
centres (c.150k people per store) is considerably smaller than the US market
(c.35,000 centres, c.8k people per store). Self storage business models
essentially vary between high and low initial investment including position of
the site, standard of technology and fittings employed at the site and freehold
vs leasehold. Lok’nStore operates one of the lower cost business models
within the sector.

Operations

Lok’nStore owns 20 self storage centres in the South of England. We believe
this is the most lucrative geographic area within a growing market. The group
aims to open a site within eight weeks of acquisition and will progressively
install self storage units at a site as demand builds. Approximately half of group
sales are generated from stores that are older than five years and half from
newer stores. While the strategy remains focused on growing the self storage
portfolio, disposals are considered if a change of use would yield greater value.
Residential planning permission has been granted at the Kingston site and
permission is being sought in Reading.

Recent Newsflow

Lok’nStore has been granted planning permission for a high density residential
development at its Kingston site. The permission is for two 6-8 storey
buildings containing 78 private apartments, 16 key worker and 30 social units.
We estimate the final value of this development will be c.£30m. The board has
stated it is considering the next steps with regard to a potential sale. We have
assumed if the land were to be sold now it is worth £10m, one third of the

final value.

Valuation

We cautiously derive a potential net asset value of 122p per share (£31m).
This is comprised: £1Im last reported NAV, £10m uplift from the January
2004 valuation, £5m uplift from Kingston, £3m uplift from the inclusion of
leases in the valuation and a £2m rise in freehold values since January 2004. If
we were to increase the value of Kingston by £2m and an additional £Im
across the other stores then our NAV forecast would rise to 135p.

We do, however, believe Lok’nStore is best valued in relation to the potential
of the current portfolio and expansion prospects. If the current portfolio were
to be matured we believe it would justify a |50p per share valuation, 5% below
the current share price. Additional value would then be created from acquiring
and growing additional stores.
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Turnover by destination, 2004A Operating profit by activity, 2004A
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Operating Profit (£°000) Summary P&L (£€m)
Year End: 31 July 2003 2004 2005E 2006E 2007E
1000 - Self Storage 56 6.6 7.7 8.4 9.2
Zgg : Turnover 5.6 6.6 1.7 8.4 9.2
700 - Self Storage 0.1 0.1 0.3 0.7 1.0
600 4 Operating profit 0.1 0.1 0.3 0.7 1.0
500 4 Net Interest 0.0 0.2) (0.5) 0.7) 0.8)
400 - PBT (Normalised) 0.1 0.0 (0.2) 0.0 0.2
300 - Goodwill Amortisation 0.0 0.0 0.0 0.0 0.0
200 - Exceptionals (0.5) 0.1) 0.0 0.0 0.0
100 - PBT (Reported) (0.4) 0.2) (0.2) 0.0 0.2
0 A Taxation 0.0 0.0 0.0 0.0 0.0
2003 2004 2005E 2006E 2007E Minorities & Preference Dividends 0.0 0.0 0.0 0.0 0.0
Profit Attributable (0.4) 0.2) 0.2) 0.0 0.2
Source: Investec Securities Estimates Ordinary Dividend 0.0 0.0 0.0 0.0 0.0
Retained Profit (0.4) 0.2) 0.2) 0.0 0.2
EPS (Reported) - Fully Diluted (p) (1.4) (0.6) 0.9) 0.2) 0.8
Operating margin (%) EPS (Normalised) - Fully Diluted (p) 0.2 (o.1) (0.8) (.1 0.9
DPS (p) 0.00 0.00 0.00 0.00 0.00
12 1 Average no. of Shares - Fully Diluted (m) 30.3 27.4 25.6 25.6 25.6
04 Source: Company Accounts/Investec Securities Estimates
Summary Cashflow (£m)
8 Year End: 31 July 2003 2004 2005E 2006E 2007E
6 Operating profit 0.1 0.1 0.3 0.7 1.0
4 - Depreciation 0.6 0.7 0.8 0.8 0.9
Other Non-Cash Movements 0.1) 0.1) 0.0 0.0 0.0
2 - Change in Working Capital (0.4) 0.3 0.1 0.1) 0.1)
0 . . . . , Other Cash Movements 0.0 0.0 0.0 0.0 0.0
Operating cash flow 0.3 0.9 1.0 1.4 1.8
2003 2004 2005E 2006E 2007E Interest & Tax 0.0 0.1) (0.5) 0.7) 0.8
Source: Investec Securities Estimates Net Capex 2.) (38) 2.7) 25) 25)
’ Free Cashflow (1.9) (3.0) (2.2) (1.8) (1.5)
Dividends 0.0 0.0 0.0 0.0 0.0
Cash Impact of Exceptionals 0.0 0.0 0.0 0.0 0.0
Gearing (%) Acquisitions & Disposals 00 (16) 0.0 0.0 0.0
Share Issues 0.0 34) 0.0 0.0 0.0
120 Other Financial 0.0 0.0 0.0 0.0 0.0
100 - Change in net debt (1.9) (8.0) (2.2) (1.8) (1.5)
Source: Company Accounts/Investec Securities Estimates
801 Summary Balance Sheet (£m)
60 1 Year End: 31 July 2003 2004 2005E__ 2006E _ 2007E
40 4 Intangible Fixed Assets 04 04 04 0.3 0.3
Tangible Fixed Assets 13.4 18.2 20.1 21.7 233
20 4 Net Working Capital ©7  (10) (09 (08  (07)
0 . . . . Y Assets Employed 13.1 17.5 19.5 21.2 22.9
2003 2004 2005E 2006E 2007E Investments/Other Assets 0.0 0.0 0.0 0.0 0.0
Net Cash/(Debt) 1.1 (6.9) 9:2) (10.9) (12.4)
Source: Investec Securities Estimates Provisions & Other Liabilities 0.0 0.0 0.0 0.0 0.0
Net assets 14.2 10.6 10.3 10.3 10.5
. Equity Shareholders Funds 14.2 10.6 10.3 10.3 10.5
Bull Points Minority Interests 0.0 0.0 0.0 0.0 0.0
Market immature & growing Total Shareholder Funds 14.2 10.6 10.3 10.3 10.5

Focused on South

Corporate activity high

Bear Points

Losses while expanding
Consuming cash in short term

Difficult to acquire new sites
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LoknStore Group

This communication is neither an offer to sell nor a solicitation of an offer to buy any securities mentioned herein. The information contained herein
has been obtained from sources that we believe to be reliable but we do not guarantee its accuracy or completeness. Any opinions expressed herein
are statements of our judgment on this date and are subject to change without notice. Investec Inc. and/or its affiliates may have a position in the
securities described herein. Available information supporting this recommendation will be furnished upon request. This report is not directed to, nor
intended for distribution to or use by, any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction
where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Investec Inc. or its affiliates to
any registration or licensing requirement within such jurisdiction. Investec may seek to provide Investment banking services for the companies
mentioned herein. As is the case with all employees, analyst’s compensation is impacted by overall firm profitability, including revenues from Retail
Sales, Institutional Sales and Investment Banking. Note that analyst compensation is determined based upon services intended to benefit the investor
clients of Investec Inc. and its related companies.
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This report has been issued or approved for issue by a member of the Investec Group of companies ("Investec Group") listed below and has been forwarded
to you solely for your information and should not be considered as an offer or solicitation of an offer to sell, buy or subscribe to any securities or any
derivative instrument or any other rights pertaining thereto (“financial instruments"). This report is intended for use by professional and business investors
only. This report may not be reproduced without the consent of Investec Group or one of its affiliates (“Investec").

The information and opinions expressed in this report have been compiled from sources believed to be reliable, but, neither Investec, nor any of its directors,
officers, or employees accepts liability from any loss arising from the use hereof or makes any representations as to its accuracy and completeness. Any
opinions, forecasts or estimates herein constitute a judgement as at the date of this report. There can be no assurance that future results or events will be
consistent with any such opinions, forecasts or estimates. Past performance should not be taken as an indication or guarantee of future performance, and no
representation or warranty, express or implied is made regarding future performance. This information is subject to change without notice, its accuracy is not
guaranteed, it may be incomplete or condensed and it may not contain all material information concerning the company and its subsidiaries. Investec is not
agreeing to nor is it required to update the opinions, forecasts or estimates contained herein.

The value of any securities or financial instruments mentioned in this report can fall as well as rise. Foreign currency denominated securities and financial
instruments are subject to fluctuations in exchange rates that may have a positive or adverse effect on the value, price or income of such securities or financial
instruments. Certain transactions, including those involving futures, options and other derivative instruments, can give rise to substantial risk and are not
suitable for all investors. This report does not have regard to the specific instrument objectives, financial situation and the particular needs of any specific
person who may receive this report. Investors should seek financial advice regarding the appropriateness of investing in any securities, financial instrument or
investment strategies discussed in this report.

Investec (or its directors, officers or employees) may, to the extent permitted by law, own or have a position in the securities or financial instruments
(including derivative instruments or any other rights pertaining thereto) of any company or related company referred to herein, and may add to or dispose of
any such position or may make a market or act as a principal in any transaction in such securities or financial instruments. Directors of Investec may also be
directors of any of the companies mentioned in this report. Investec may from time to time provide or solicit investment banking, underwriting or other
financial services to, for or from any company referred to herein. Investec (or its directors, officers or employees) may, to the extent permitted by law, act
upon or use the information or opinions presented herein, or research or analysis on which they are based prior to the material being published. Investec may
have issued other reports that are inconsistent with, and reach different conclusions from, the information presented in this report. Those reports reflect the
different assumptions, views and analytical methods of the analysts who prepared them.

The securities or financial instruments described herein may not have been registered under the US Securities Act of 1933, and may not be offered or sold in
the United States of America or to US persons unless they have been registered under such Act, or except in compliance with an exemption from the
registration requirements or such Act. US persons who are interested in trading securities listed in this report should contact a US registered broker dealer.
Investec Inc. accepts responsibility for the issuance of this report (when distributed in the United States to US persons who do not meet the definition of a US
major institutional investor). Law may restrict the distribution of this document in other jurisdictions and persons into whose possession this document comes
should inform them about and observe any such restrictions. Any failure to comply with such restrictions may constitute a violation of United States securities
laws or the laws of any such other jurisdiction.

To our readers in the United Kingdom, this report has been issued by Investec Bank (UK) Limited, a firm authorised and regulated by the Financial Services
Authority and a member of the London Stock Exchange. This report is not for distribution to private customers.

To our readers in the Republic of Ireland, this report has been issued or approved for issue in the Republic of Ireland by Investec Bank (UK) Limited (Irish
branch), a firm regulated by the Central Bank of Ireland.

This report is disseminated in South Africa by Investec Securities Limited, which is regulated by the Financial Services Board and the Johannesburg Stock
Exchange, and in Switzerland by Investec Bank (Switzerland) AG.

This report is not intended for use or distribution for US corporations that do not meet the definition of a major US institutional investor in the United States
or for use by any citizen or resident of the United States.

© 2005

This publication is confidential for the information of the addressee only and may not be reproduced in whole or in part, copies circulated, or disclosed to
another party, without the prior written consent of Investec Group or one of its subsidiaries or affiliates. Securities referred to in this research report may
not be eligible for sale in those jurisdictions where a member of the Investec Group is not authorised or permitted by local law to do so. In particular, the
Investec Group does not allow the redistribution of this report to non-professional investors and cannot be held responsible in any way for third parties who
effect such redistribution.
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Investec Securities

A division of Investec Bank (UK) Limited
Authorised and regulated by the FSA
Member of the London Stock Exchange
Registered No. 489604 England

Registered Office: 2 Gresham Street London
EC2V 7QP

Telephone: +44 20 7597 4000

Telefax: +44 20 7597 4070

Investec Securities Ltd (Johannesburg)
PO Box 78055

Sandton 2146

South Africa

Telephone: +27 || 286 7000

Telefax: +27 |1 286 9923

Investec Securities Ltd (Cape Town)
PO Box 4059

Cape Town 8000

South Africa

Telephone: +27 21 416 3000
Telefax: +27 21 416 3598

This research is also available via

Reuters Broker Research, Multex ?
multe;

on Bloomberg and Multex.com



