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Cautionary statement regarding forward-looking statements

This Annual Report has been prepared for the members of TR Property Investment Trust plc ("the Company” ar “the Trust”™) and
no cne else The Campany, its Directors or agents do not accept or assume responsibility to any other person (n connection with
this document and any such responsibility or hability 1s expressly disclamed

This Annuat Report contains certain forwardHooking statements with respect to the pnnapal nsks and uncertainties faang the
Company By therr nature, these statements and forecasts invalve nsk and uncertanty because they relate to events and depend
on arcumstances that may or may not occur in the future There are a number of factors that could cause actual results or
developments to differ matenally from those expressed or implied by these forward-looking statements and forecasts The forward-
looking statements reflect the knowledge and information available at the date of preparaton of this Annual Report and will not be
updated during the year Nothing i this Annual Report should be construed as a profit forecast




Overview

The objective of TR Property Investment Trust pic (“the Trust” or “the
Group™) 1s to maximise shareholders' total returns via investment in the
property sector.

The Trust offers investors two share classes

Ordinary shares — a portfolio invested in the shares of property companies of all sizes
on an international basis and also in investment property located In the UK

Sigma shares — a portfolio invested in the shares of smaller property companies on an
international basis The Sigma share class does not invest in property directly

Introduction The Trust was formed 1n 1905 and has been a dedicated property investor through the Ordinary
share class since 1982

In July 2007 a second share dlass, the Sigma share class, was introduced This was created
mainly through the conversion of some of the existing Ordinary shares into Sigma shares Each
share class has a dedicated portfolio and 1s able to pursue independent investment and gearing
strategles However, they are share classes of one corporate entity, the Trust, with a single
mndependent Board of Directors

The Report & Accounts contain the group financial statements and as supplementary
information separate sncome statements and balance sheets for each share class There 1s a
separate Manager's Report for each share class The pages in the accounts have been marked
in the top corner to highhght whether they refer specifically to one or other of the share classes
or to the group as a whole

The following two pages set out the objective and investment policies for each share class and
key financial and performance data The Manager's Report for each share class comments on
how the actual mvestment actwity through the pernod has followed the proposed policies and
the resulting performance

Independent The directors are all independent of the management company and meet regularly to consider

Board investment strategy, to monitor adherence to the stated objectes and investment policies (set
out on the following pages) and to review performance Detatls of how the board operates and
fulfils #ts responsibilities are set out in the Directors’ Report on pages 48 to 60

Further General shareholder nformation and details of how to invest in TR Property Investment
Information Trust plc, including investment through an ISA or shareplan, can be found on pages 96 to 98
This information can also be found on the Trust's website www trproperty co uk.
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Statement of Investment Objective and Policy
Ordinary Shares

Objective

Benchmark

Investment
Policies

Asset
Allocation
Guidelines

Gearing

Capital

income
Growth

Dividend

The objective of the Ordinary share class is to maximise shareholders' total returns by investing n
properiy shares and property on an international basis

The benchmark is the FTSE EPRA/NAREIT Europe Index i Sterling This index, calculated by FTSE, 1s
free-float based and currently has 83 consutuent companies The benchmark website www epra com
contains further details about the index and performance

Although the investment objective allows for Investment on an international basis, the benchmark 1s
a Pan-European Index and the majorty of the investments will be located in that geographical area
Direct property investrments are located in the UK only

The investment selection process seeks to identfy well managed comparues of all sizes, especially
those with a focus on a particular type of real estate business Thames River Capital LLC {“the
Manager*) generally regards future growth and capital appreciation potential more highly than
immediate imitial yield or discount to asset value

As a dedicated nvestor in the property sector the fund cannot offer diversification outside that sector,
however within the portfolio there are imitations, as set out below, on the size of indmdual
investments held to ensure dwersification within the portfolio

To deliver a spread of investment nsk, the maxmum holding in the stock of any one 1ssuer or of a
single asset 1s hmited to 20% of the portfolio In addinan, any holdings in excess of S9% of the portfolio
must not in aggregate exceed 50% of the portfolio These limits are set at the point of acquisition,
however If they were matenally exceeded for a significant length of tme through market movements,
the Manager would seek to remedy the position

The Manager currently applies the following guidelines for asset allocation

UK Iisted equities 25 - 50% Other hsted equittes 0 - 5%
European listed equiies 45 — 75% Listed bonds 0 - 5%
Direct property = UK 5 - 20%

The fund may utilise geanng with the purpose of enhancing shareholder returns The maxmum geanng
level permitted 1s 40%, however, the current guideline is 10% net cash to 25% geanng

The Trust nvests in the shares of property companies which themselves employ leverage The total
level of geanng the Trust 15 exposed to through the balance sheets of investee companies together with
the borrowings of the Trust itself 1s referred to as the “see-through” geanng The Manager comments on
the level of see-through geanng in the Manager's Report

Qver ten years up to the end of March 2011, the share price has nsen by 204% from 58 25p to
177 10p and the net asset value per share has nisen by 183% from 73 18p to 20708p Over the same
penod the benchmark pnce only index has nsen by 78%

Qver the past ten years the annual net dwvidend per share has grown by 4 3 times, equivalent to
15 7% pa compounded

An intenm dwidend of 2 30p (2010 2 30p) per Ordinary share was paid on 11 January 2011 to
shareholders on the register on 10 December 2010 A final dividend of 3 70p (2010 3 45p} per Ordinary
share will be paid on 2 August 2011 to shareholders on the register on 8 July 2011 The shares will be
quoted ex-dwidend on 6 July 2011 (Note a second intenm dwidend replaced the final dvidend in 2010)
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Sigma Shares

Objective

Benchmark

Investment
Policies

Asset
Allocation
Guidelines

Gearing

Capital

Dividend

The objective of the Sigma share class 1s to maximise shareholders’ total returns by investing
predominantly in the shares of property comparies with a market capitalisation of less than £1 bilhon
on an intermational basis

The benchmark is the FTSE EPRA/NAREIT Small Cap Europe Index i Sterling This benchmark,
calculated by FTSE, 15 the FTSE EPRA/NAREIT Europe Index in Sterling, adjusted to exclude "large cap”
stocks The “large cap” threshold and consttuents are adjusted annually For the year to 31 March 2011
the threshold was £1 Obn and for the year to 31 March 2012 the threshold will be £1 1bn

Although the investment objective allows for investment on an international basts, the benchmark 1s a
Pan-Eurcpean Index and the majonty of the investments will be located i that geographical area

The investment selection process seeks to 1dentify well managed smaller property companies, especally
those with a focus on a particular type of real estate business The Manager generally regards future growth
and caprtal appreciation potenttal more highly than 1mmediate inimal yield or discount to asset value

As a dedicated investor in the property sector the fund cannot offer diversificaion outside that sector,
however within the portfolio there are imitations on the size of indvidual iInvestments held to ensure
dwersification within the portfolio

To delver a spread of investment nisk, the maximum holding in the stock of any one issuer or of a
single asset 1s limited to 15% of the portfalio In addition, any holdings n excess of 5% of the portfolio
must not In aggregate exceed 40% of the portfolio These limits are set at the point of acquisition,
however If they were matenally exceeded for a significant length of time through market movements,
the Manager would seek to remedy the position

The Fund Manager currently applies the following guidelines for asset allocation

UK listed equities 35 — 60% Other histed equities 0 - 10%

European listed equites 35 — 60% Listed bonds 0 — 5%
Unquoted investments 0 - 5%

The fund may utilise gearing with the purpose of enhancing shareholder returns The maximum geanng
level permitted 1s 40%, however, the current guideline 1s 10% net cash to 25% geanng

The Trust invests in the shares of property companies which themselves are subject to geanng The
total level of geanng the Trust 15 exposed to through the balance sheets of nvestee comparues together
with the borrowngs of the Trust tself is referred to as the “see-through” geanng The Manager
comments on the level of see-through gearing in the Manager's Report.

Since launch in July 2007, the share price has fallen by 21 5% from 106 25p to B3 45p and the net
asset value per share has fallen by 8 9% from 122 85p to 111 94p Over the same pernod the
benchmark pnce only index has fallen by 21 4%

Due to its focus on smaller market capitalisation companies, some of which are development
companies, the dvidend yield of Sigma shares s likely to be lower than that of the Ordinary shares In
addwion, the dwvidend 1s also likely to be more volatile

An intenm dwidend of 090p (2010 0 90p) per Sigma share was pard on 11 January 2011 to
shareholders on the register on 10 December 2010 A final dwidend of 1 25p (2010 1 10p) per Sigma
share will be paid on 2 August 2011 to shareholders on the register on 8 July 2011 The shares will be
quoted ex-dwvidend on 6 July 2011 (Note a second intenm dwidend replaced the final dwidend in 2010)
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Financial Highlights and Performance

Ordinary Shares

Year ended Year ended
31 March 31 March %
200% 2010 Change
Revenue
Revenue earnings per share 6.94p 518p +340
Net dvidend per share 6.00p 575p +43
At At
31 March 31 March %
2011 2010 Change
Balance Sheet
Net asset value per share 207.08p 18522p +118
Share price 177.10p 159 40p +111
Net debt T% 8%
Shareholders’ funds {£'000) 530,602 475,500 +116
Shares 1n i1ssue at end of period {m) 256.2 2567 02
Year ended Year ended
31 March 31 March
2011 2010
Performance
Benchmark performance (total return) +15.2% +60 6%
NAV total return +15.4% +52 6%
Share pnce total return +12.6% +60 5%
Sigma Shares
Year ended Year ended
31 March 31 March 9%
01 2010 Change
Revenue
Revenue earnings per share 2.57p 3 06p -160
Net dvidend per share 2.15p 200p +75
At At
31 March 31 March o
2011 2010 Change
Balance Sheet
Net asset value per share 111.94p 98 12p +14 1
Share price 83.45p 7050p +18 4
Net debt 8% 11%
Shareholders’ funds (£'000) 139,841 122,577 +141
Shares n 1ssue at end of period (m) 124.9 1249 -
Year ended Year ended
31 March 31 March
2011 2010
Performance
Benchmark performance (total return) +16.9% +70 0%
NAV total return +16.5% +64 1%
Share price total retum +19.7% +90 0%
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Historical Performance for years ended 31 March

2001 2002 2003 2004 2005 | z006° { 2007™ | 2008/ | 2009 { 2010¢® | 2011
(Restated)

Gross revenue(d)
(£'000) 13,307 {13,751 | 16,676 | 16,247 - — — — — - -
Total income(®}
(E'000) - - - - 19,741 | 23,143 {25,226 | 32,160 | 32,073 | 27782 | 29,520
Total assets less
current habilities
(E'm) 3827 3827 3443 4409 5447 8136 |1,0170 | 7253 | 4186 5166 6888
Shareholders’
funds (£'m)
Total 343 342 304 401 505 771 973 707 400 598 670
Grdinary shares 343 342 304 401 505 771 973 568 324 476 531
Sigma shares - - - - - - - 139 76 123 140
Net revenue
(pence per share)
Earnings — Ordinary I 58 186 230 251 2385 344 409 579 649 518 694
Earnings — Sigma - - - - - - - 085 291 306 257
Dwdends — Ordinary 140 165 205 250 285 340 410 560 575 575 600
Dwidends — Sigma - - - - - - - 195+ | 200 200 215
NAV per share (pence)
Ordinary 732* 78 730 1131 1457 2241 2908 2196 126 1 1852 2071
Sigma - - - - - - - 1086 | 613 981 1119
Share price (pence)
Ordinary 58 25 64 75 5900 9500 | 12850 | 20950 | 25650 | 18825 | 10600 | 15940 | 17710
Sigma - - - - - - - 9200 | 3900 7050 8345
Indices of growth
Per Ordinary share
Share price 100 111 101 163 221 360 440 323 182 274 304
Net Asset Value 100 107 100 155 199 306 397 300 172 253 283
Dmdend Net 100 118 146 179 204 243 286 400 411 411 429
RPI 100 101 104 107 11 113 118 123 123 128 135
Benchmark© 100 102 92 130 i62 233 290 216 105 161 178
Per Sigma share
(2007 = launch date)
Share price - - - - - - 100 87 37 66 78
Net Asset Value - - - - - - 100 88 50 80 91
Didend Net - - - - - - - 100 103 103 110
RPI - - - - - - i00 103 103 107 13
Benchmark® - - - - - - 100 88 43 70 79

(A) Gross revenue - 15 as set out in the Statement of Total Return prepared under UK GAAP

(B) Total iIncome = 1s as set out in the Group Statement of Comprehensive Income prepared in accardance with IFRS

(C) A composite index compnsing the FTSE Real Estate Index up ta the end of September 2001, the S&P/Ciigroup European Property Index thereafter up to

March 2007 and FTSE EPRA/NAREIT Europe Index thereafter Source Thames River Caprtal

(D) Figures for 2006 onwards have been prepared in accordance wath IFRS Figures for 2005 have been restated in accordance wath IFRS All previous figures

were prepared under UK GAAP

(E) The benchmark for the Sigma share class was FTSE EPRA/NAREIT Europe Index in Sterhng up to 31 March 2009 and FTSE EPRA/NAREIT Europe Index in

Sterhing, adjusted to exclude "large cap” stocks thereafter Source Thames Rwver Capital

*ully diluted for warrant conversion

**Indudes a speaal dmdend of 1 10p

TR Properiy mvestmert Trus.




Chairman’s Statement

p

Peter Salsbury BSc Chairman
10 June 2011

[¢3}

TR Svapary Imeesgnant Trust

Introduction

In a year of sharp short term changes in Stock Market
sentiment, Pan European property shares produced both
a decent absolute total retum and a good one relatve to
the major market indices In the twelve months to the
end of March 2011, their average Sterling total return was
15 204, and this beat the Sterling total returns from both
the UK All Share Index {+9 3%) and the Stoxx 600 index
(+75%) Macro events led property share markets on a
regular theme park nde Two penods of savage price
dechnes of 18% and 17% were caused by fears for the
global economy and Eurozone sovereign debt problems
Each decline was followed by a strong share price
recovery of 31% and 17% respectwely resulting from
better than expected economic numbers and by central
bank action or rather inaction on lending rates

The NAV return performance for both share classes was
closely in ine with their benchmarks The revenue results
were better than anticipated and | am pleased to report
that this has enabled the Board to propose restoring
growth to the dividends for both share classes

In last year's statement | announced that Chns Turner
would retire on 31 March this year and paid tnbute to his
achievements as senior fund manager since 1995
Marcus Phayre-Mudge became senior fund manager of
the Trust with direct responsibility for the Ordinary Share
class, supported by james Wilkinsan, fund manager of the
Sigma Share Class Marcus and James have worked with
Chns for 14 and 9 years respectively The execution of
the transiion has seen a pleasing degree of continunty,
both befare and after the year end




Chairman’s Statement contnved

L THE GROUP/COMPANY

Ordinary Share Class

In my remarks last year | thanked Chnis not only for his
financial results but also for his courage and judgement in
making big decisions, developing a great relationship with
shareholders and building an outstanding team tc
succeed him | will add one further observation Chns has
a philosophy of fund management which requires that
investment decisions always analyse the quality of
management as well as assets to add shareholder value
There s constructive self-cnticism when there are errors of
judgement, and markets are not slavishly followed

This set of pnnaiples has been consistently applied and
has formed a reference point to enable significant
changes of policy which respond to new opportunities
and situanons Well-judged changes of policy have
positively changed the shape of the Trust over the years
and have added supenor value to shareholders The clear
distinction between the application of pnnciple and policy
is too rarely applied in business

I am confident that Marcus will continue to apply good
judgement within the prnnciples of good fund
management and that he, James and the team will move
mvestment policy forward, making educated decisions to
add sharehalder value

NAV and Share Price Performance
The Ordinary share class showed an NAV total return of
+15 40% versus its benchmark total retum of 15 17%

The Sigrna share class NAV total return was 16 45%
compared to its benchmark total return of 16 86% More
details of the absolute and relative returns are set out at
the start of each share class report and commented on
by the fund managers

Revenue Results

As anticipated in my intenm report, the revenue results
for both share classes have shown a substantal
improvement over our managers’ original expectations for
the year The most significant change has been o the
revenue tax charge which has fallen sharply due to our
overseas income being taxed at seurce but no longer
subject to UK corporatton tax Both share classes also
benefited from higher than anticipated dwvidend recepts
More detaifed comment on the revenue and taxation
position 1s included in managers' reports for ther
respective share classes In summary the Ordinary
revenue earnings per share rose 34% to a record 6 94p
and the Sigma revenue earmings, which were anticipated
to decline by 25%, showed only a 16% declne to 257p

Dividends

Ordinary Share Class Dividend

The Board s proposing to shareholders an Ordinary share
class final dwvidend of 3 70p which compares with the
second intenm dwvidend of 3 45p paid last year Taken
together with the unchanged intenm dividend of 2 30p

TR Property im as.ent Trost 7
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Chairman’s Statement contnved

already pad, this will bring the fufl year payout to 6 00p,
an increase of 4 3% over the 5 75p per share paid last
year

Sigma Share Class Dividend

The Board 15 proposing to shareholders a Sigma share class
final dwmidend of 1 25p which compares with the second
intenm dividend of 1 10p paid last year Taken together
with the unchanged intenm dividend of 0 90p already paid,
this will bring the full year payout to 2 15p, an increase of
75% over the 2 00p per share paid last year

Revenue Outlook

Detalls of the revenue outlook for both share classes are
noted in the managers' reports In summary our
managers are advising the Board that, subject to
unforeseen circumstances, they expect that net revenue
per share for the Ordinary share class will be in the order
of 6 40p, a dechne of 8% relative to the year to

March 2011, and that the Sigma share class is expected
to have net revenue of 2 40p, a decline of 7% relative to
last year

Performance since Inception -~
Sigma Share Class - (Price only - rebased)

Net Debt and Gearing

Throughout the year both share classes have continued to
be run with modest geanng ranging from 5% to 13%
The Ordinary share class started the year with £36m of
net debt and finished the penod with E37m The
comparable figures for the Sigma share class were £13m
and £11m The £50m one year vanable mult-currency
borrowing facility with the Royal Bank of Scotland was

8 TR Proparty Investmert inus

renewed last November on improved terms and since the
year end we have signed an agreement with ING for a
2 year £30m multi-currency faciiity

In addiion we have also started to utiise CFDs in a
modest way as an additional means to access
compedttively priced geanng

Currencies

As in previous years the portfolios’ exposure to foresgn
currencies was not hedged to the base currency, Steriing,
at either the asset or the income level The managers also
momior currency exposure aganst the benchmark They
have discretion to adjust currency exposure as they deem
appropnate

Over the second half of the year Sterling apprecated
against the Euro by some 3%, but depreciated aganst
the Swiss Franc and the Swedish Krona by a similar
amount

Discount and Share Repurchases

The Qrdinary share discount to capital only net asset
value averaged 10 7% over the year with a range of 2 1%
10 16 9% The Sigma share discount to capital only net
asset value averaged 23 7% over the year with a range of
19 205 to 278% A total of 500,000 Crdinary shares
were repurchased in October 2010 at 164 25p per share

Outlook

In my opening paragraph, | highlighted the fact that pan-
European property shares had outperformed the broader
European equity markels over the year taken as a whole
This relative outperformance wrdened in the first quarter
of 2011 and has continued into the new financial year
What are investors now beginning to focus on? European
economic health is, at the national level, a mixture of
abounding vitality (Germany and the Nordics), continuing
sickness (Southern Europe) and convalescence (the
remainder including the UK) Whilst those pockets of
health are to be welcomed, the prescription of continued
very low policy rates and the need within the Eurozone
for intra regional monetary suppert contnues to leave
investors with a nagging doubt about the trajectory of
economic recovery as well as the unknown longer term
consequences of this exceptional remedy The central
banks’ strategy sc far has been to keep policy rates (and
bond yields) far below histonical levels — with savers




Chairman’s Statement continved

paying the pnce Cash deposits always offered a very low
return but this has now tumed negative in real terms
Property, a real asset with a rental revenue stream that
has tradwonally exceeded inflation, looks attractive Listed
companies across Europe are, in the main, well financed
and expect to maintain their current levels of earnings into
next year So stable and mflahon-protected eamings are
sought after investment attnbutes that provide broad
support to the asset class

Whilst the consequences of the central banks’ policy
deaisions ook to be beneficial to the asset class in the
broadest sense, | must sound a note of caution Real
estate, with its recurning cashflow, 1s a strong candidate for
leverage and this was its undoing in the financial cnsis
Whilst listed property corporates are once again on a
stable footing, a healthy banking sector is a requirement
for a healthy property market It is clear that much
rernains to be done to complete the rehabilitation and
unwinding of the complex relationship between
govemments, central banks and the banking sector as

a whole

Both the Ordinary and Sigma share classes have an
element of geaning and this reflects the managers’
positive stance With the economic machinery running at
a multtude of different speeds across Europe, they
anticipate a widening in the divergence of returns within
the asset class Focusing the portfolios to capture more of
the growth within healthy and convalescing markets
remains the central task but always with one eye on the
state of the credit cycle

SO

Peter Salsbury
Chairman

THE GROUP/COMPANY
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Managers' Report
Ordinary Share Class & Sigma Share Class

Market Background and Outlook

Chris Turner MRICS
fund Manager -
Qrdinary share class

Marcus Phayre-Mudge MRICS
Fund Manager -
Sigma share class

Market indices show that European commercial property
markets have continued to recover slowly throughout the
last twelve months What the indices fail to show s the
extreme polanty of the market It has been a year when
good property rose in value and poor property declined in
a manner similar in some ways to the changes in the
health of European economies For investors, the principal
motives remain the desire for stable income and the fear
of inflation, therr principal concerns have been weak
occupational demand, the threat of nsing interest rates
and the lack of finance The current definition of what 1s
good or poor, or pnme and secondary, in market parlance,
still depends principally on the length and secunty of the
income stream Only In a few locations, Central London
and Central Pans in particular, has the market yet broken
out of its recessionary nervousness, and 1t has done so
there because tenant demand has become sufficiently
consistent and predictable that it has now reduced
vacancy rates to a point where effective rental growth

has re-emerged

The slow pace of the recovery in economic strength
contnued to dominate the property investment outtook.
The timing of the return of broad based growth in
employment and consumer confidence remains the chief
indicator of future performance There have been
positives for the market since last summer The threat of a
double dip recession across Europe has receded
Germany and Sweden are much stronger than a year ago
A massive amount of globally based equity caprtal has
been invested, especially in London, and the signs are
that more 1s yet to be spent. Fears that the banks would
withdraw support from the asset class so fast as to
precipitate a run on values have nct matenalhsed More
and more 1t seems to us that this debt burden s a
banking mightmare and not a threat to the future value of
most real estate

10 TR Segperty Irvesament Trust

Property shares did well overall, outperforming both the
All Share and the Dow Jones Stoxx 600, and this despite
property regularly featunng as the least favoured sector of
the Stock Market in surveys of generalist investors over the
last twelve months Nevertheless, pnaing followed the
volatility of the markets, oscllating on macro fears The
Greek cnsis last May and the Insh cnsis last November saw
sharp pnce declines while better than expected economic
numbers and central bank action to hold down interest
rates were the factors pnncipally underlying two prolonged
rallies in the late summer and again in early sprng this
year For the Sector, the latter rally also reflected ncreased
concem over inflation, principally 1n the UK

Within the sector, indvidual price performances generaily
mirrored vanations in the wibrancy of specific property
markets Balance sheet ratos were generally in order by
last spring, and the number of senously sick companies
dirmnished further thanks to nghts 1ssues and share
placings There were very few mergers or acquisitions
Stocks with high dvidend yields did not noticeably
outperform as they had 1n 2009 Small and mid-cap
stocks agan outperformed, so that Sigma’s benchmark
outpaced the Ordinary Share benchmark for the second
year running

Property Investment Markets

It was a year of big contrasts in the investment market
caused pnngipally by strong investor demand for high
qualty assets and, conversely, at the secondary level, by
the lack of tenant demand and the avallabihity of fresh
debt finance As a result the yield gap between pnme and
secondary I1s very wide Prime values have nsen more
sharply than expected in many focations due to
improvernents 1N tenant demand, the weight of cash
awaiting investment and a dearth of decent available
stock By contrast there has been relatively Itle
mvestment activity at the bottom end of the market
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Market Background and Outlook continued

Swathes of secondary shopping centres, office buildings
and industnal buildings, vacant or part let, itter the edges
of towns and motorways across the UK and Europe
These are properties that tend to be burdened with bank
debt and therr current value 1s often hard to assess They
appear to have litle chance of seeing any immediate
recovery In prce

UK

The UK investment market iast year was just the tale of
one city London totally dominated in terms of turnover
and value growth Almost every property offered there,
whether occupied or vacant, attracted multiple bids and
sold for mare than expected Yields fell, actual and
esumated rental values rose Demand was fully
international with overseas private investors, wealthy
family offices and sovereign wealth funds dommant UK
buyers were in a defimte minonty and UK investors and
the banks were the most prominent sellers The causes of
all this bullishness were three-fold Frstly there was rental
growth both in the office and retail sector as vacancy
rates fefl Secondly there 1s the prospect of further rental
growth, thanks to the dearth of new development Thirdly
London continues to be a most sought after location for
the world’s richest The nse in commercial values mirrored
the growth in London's pnme residental values, indeed
in the West End, conversion of office space to higher
value residential 1s now serving to reduce the available
commercial stock, so reinforcing the dechne in vacancy

Outside London the market has been much less buoyant
For the most part international investors did not stray
outside the capital Some good pnces were achieved for
the best located and let property, but pnme yields were
generally unchanged for most of the year and rental values
often dnfted downwards Much of the buying interest was
from opportunists hunting for decent buildings that are
part empty and offered by a seller under pressure from a
lender Except in the core of the major UK regional cies,
office markets continue to look sickly Investors are well
aware that the Government’s austenty package 1s i its
infancy in terms of job losses and will be affecting both
demand and supply for the next three years in many
regional towns Even in the more prosperous South East
the weak state of investor demand for out of town offices
does not seem to have improved at all in the last twelve
months

Europe
Continental property investment demand has improved
overall, but has also tended to be very city centnc As a

general rule if residenual prices are nsing in a cty, then
commercial property values will be as well Thus Pans
and Stockholm offices led the way, with double digit
gamns As most leases 1n Europe are for five years or have
a tenant's nght to break at the thurd or fifth year,
nvestment demand also followed tenant demand As the
year progressed the strength of the German economic
recovery resulted in a wave of interest for retail and
residential investrments there The German office and
industnal markets reman patchier Across the Continent,
high quality retail was rarely offered, and sold very well in
most locations talian property continued to attract
private domestic investors Spamish, Greek and Insh
property fell in value Elsewhere, in those European
counines with high vacancy problems — notably the
Netherlands and Belgium - office markets remained soft
and values did not 1mprove

Rental Values

Offices

in a select number of capital cities occupier demand has
recovered sufficently 1o promote a retum to rental

growth These locations aside, most office markets across
the UK and Europe remain becalmed with high vacancy
giving tenants the upper hand i rental deals We will start
with the positive news In our last two background reports
we have noted a recovery in demand and the decline in
vacancy rates in certain capital cties, in particular London,
Pars, Stockholm, Warsaw, Oslo and Geneva In these
aties markets have continued to improve, but the list has
not grown much longer

London remains the most strongly recavenng market due
to a combination of factors, of which the foremost 15 its
status as a global financial and trading centre, so that
demand for space 1s not linked purely to either the
domestic or the Continental economy London is short of
top quality new space, thanks to the paucity of
development starts n the last four years, and has a lease
expiry profile that imphes strong relocatton demand over
the next four years particularly in the City Furthermore, in
the West End, where the market Is at 1ts strongest,
residential values are now so high that it 1s financially
rewarding to convert quality office space into flats — so
reducing the total stock and the vacangy rate still further
West End vacancy 1s now vanously reported at between
4 5% and 6% Prime rental values, which bottomed at
£65 per sq ft in 2009 are now estimated to have climbed
back to E90 per sq ft with £100 per sq ft being reported
for isolated suites In the City, where the overall vacancy
rate moved back below 10%, best pnme rents were
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Market Background and Outlook continved

probably unchanged at around £60 per foot over 2010,
but average rents recorded growth

Pars saw a stronger pick up in leasing actvty 1n 2010,
spurred by corporate relocations to higher quality space
Vacancy levels declined in both the central area and La
Défense to around 6%, and top rental values rose by 5%
to around €750 per square metre A shortage of new top
quality space s also encouraging for rental trends over
the next two years In Stockholm domesuc demand has
improved as the Swedish economy has returned to
growth The overall vacancy rate 1s still close to 10%, but
agamn the shortage of top qualty space has resulted n an
increase in peak rents and the very strong Stockholm
residential market 15 resulting 0 older space being
removed from supply for conversion to residential

Away from these select cities most office markets appear
becalmed — saddled with a combination of high vacancy
and low or nil employment growth In Germany there has
been local improvement in Hamburg and Frankfurt, and
in ftaly the Milan and Rome markets are showing
resihence, but in other cites, such as Amsterdam and
Brussels, percentage vacancy rates have remained well
into double figures Capital city office markets in the
Eurozone countries with sovereign debt problems have
been the worst performers with rental values falling again
Regional and suburban markets in both the UK and
Europe are almost uniformly chalking up high vacancy
and imited demand, so that true rent levels are hard to
ascertain Even in London, there 1s ittle sign of any nipple
effect whereby growth in demand in the central area
spills out to the suburbs or to regional markets, where
any demand 15 reliant on the domestic economy

Retail

Tenant demand for retail property 1s still very polansed
Broadly, demand 15 being hit both by the decline in
consumer confidence and by the intemet, and the
outlook is clouded by the future impact of nising interest
rates on personal ncomes In the very best locations and
in the countnes where nanonal consumer confidence 1s
sustainably improving, notably in Germany and Sweden,
vacancy rates are low or falling and rental values on the
gradual increase Elsewhere, landlords are often strugghng
to retain retailers and rental concessions are widespread
The stream of local and national retailers going into
administration has abated but not ceased The internet is
still Increasing its share of retail sales Bookshops and
record stores are disappeanng fast, electrical stores and
tour operators are scarce, even fashion internet sales are
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pushing an to 10% of turnover, so that fashion retailers
want fewer units and want their remaining stores to be
bigger and to be more akin to showrooms The largest
shopping centres have generally maintained occupation at
above 95%, but this has often been achieved by short
term letings at less than stated rental values In sub
regional, neighbourhood and district centres vacancy Is
generally very wisible and rental values are showing little
or no sign of improvement Central London (aleng with
Central Manhattan and Hong Kong) has been a speaial
case throughout the downturn, with rental growth a
persistent feature for the main West End shopping
locations, due prinapally to an influx of internatonal
retailers

Storage and Industrial

Good quality, well located sheds have seen an
mprovement in take-up over the last year but much of
the demand has been for relocation and upgrading rather
than for business expansion Vacancy rates have fallen
modestly in many locations, but still remain histoncally
very high, and the decline may be due as much to
demolition as to a spurt in net take-up Headline pnme
rental values appear to have stabilised but substantial
centives for letting beyond five years continue to be
commonplace Rental values for older space reflect the
wide choice available to tenants and are usually agreed
by negotiation rather than at asking levels

Debt and Credit Markets

The proportion of UK and European debt, mostly bank
deby, lent against real estate has declined very shghtly
over the past year, but remains at a very high level {crca
£1,000 billion) relative to 1ts hustoric average With a very
high level of loan termination due in the 2011-2014
penod fears are constantly being ared that there 1s no
way that the industry can refinance this burden So far the
banks have taken a pragmatic longer term view and
extended debt repayments on a very large scale in truth
there 15 Iittle else they can do, and so far ther actions
have gradually eased the position Property values are, on
average, on the nse so that more loans are becoming
covered agamn There 1s interest from other credit sources,
mainly insurance companies, to grow their property loan
books Fresh equity capital is coming into the industry
through stock markets and pnvate placements, and sales
of distressed stock are continuing at a modest pace In
the US the revval of the CMBS mortgage market has
been an important source of fresh debt, but in Europe
and the UK this alternative window remains virtually
closed The problem i1s that a high proportion of the
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outstanding debt appears to be lent against secondary
property of the type which is not nsing in value and which
is accumulating vacancy and therefore losing income with
which to service the outstanding loans The level of
provisions by banks against problem loans appears to be
reduaing, though it rermains high We think there may be
a lot more wntedowns to come The Insh pasition 15 the
worst In Eurape with NAMA holding €70 billien of bad
loans and pledged to reduce this by 25% by the end of
2013 So far opportunistic wvestors hoping to cash in on
the sale of distressed assets have been largely
disappointed both by the paucity of offerings and by the
lack of value growth m what they have purchased to date

With overloaded loan books, the banks have continued to
have litle appetite for new lending There 15 a supply of
fresh bank debt but it has not grown markedly over the past
year Loan to value ratos remain low, spreads wider than
nomal, and loans for secondary assets are hard to obtain

Property Shares

The EPRA Pan Europe Index produced a total retum in
Sterling of 15 2% The year saw a wider than usual range
of returns on a country by country basis, reflecting mainly
the very different immediate outlook for the vanous Pan
European economies In local currency terms the pack
leaders were Sweden, Germany, Finland and Austna, with
total returns over 20%, the muddle group in the 10% to
20% range were France, Switzerland, and the UK The
Benelux countries were between 5% and 10% Creece
and Spain tock the wooden spaons, along, surprsingly,
with Norway Sterling’s currency movement against the
Euro was modest on a year by year basis It fell sharply
against the Swedish Krona and Swiss Franc, boosting
those countnes’ Sterling returns

Though actual NAV growth played an important part in
indwidual stock price movements, it was the prospect of
future NAV growth, or lack of it, which was probably the
rmost influential factor in determining stock pnang Stocks
with hugh dividend yelds did not noticeably outperform as
they had in the year to March 2010 High leverage
magnified pnce meovements mainly on the downside,
though the few stocks with both high leverage and a
portfolic showing above average value growth produced
outstanding returns Small and mid-cap stock agan
outperformed so that Sigma's benchmark outpaced the
Ordinary Share's benchmark for the second year running

There were disappointingly few new issues There were
several aborted attempts mainly in the UK and Germany

and talk of a large scale flotation of Carrefour property
which has come to nothing so far Equally, there were very
few mergers or acquisihons of note Capital Shopping in the
UK saw off an atternpted approach from Simon Property
Secondary ssues rarsed some £1 5 billion overall These
were generally small scale accelerated placings often linked
to a purchase of a property or a portfoho

QOverall the benchmark's leverage ratio remaned at close
to 50% throughout the year despite the increase in
property values Two specific events influenced this result
— the addition to the benchmark of the giant and highly
leveraged Spanish company Colonial in June 2010, and
the €1 8 bilion return ¢f capital by Unibail in October
2010, which was funded by fresh debt

UK

UK property shares rose by just under 8% 1n the year and
produced a gross total return of 12 19 Given that they
were down by 3 5% n the first half, 1t was a very decent
second half run Not surprisingly it was some of the
companies with portfolios concentrated in London that
did best Derwent Londcn, Shaftesbury, CLS and Great
Portland all featured amongst the best performers wath
total returns of between 23% and 29% However not all
the London companies performed — Minerva and
Seongbird both fell in value, the former failed to let its
major City building, and hopes that the latter would see
an early move to 1mprove Its corporate structure proved
misplaced Other stocks that produced negative total
returns over the year ncluded residential specialists Unite
and Grainger, highly leveraged businesses such as Warner
and Quintain, and industnal property speciahsts SEGRO
and Hansteen Even Helical Bar, so long an outperformer,
declined and lost most of its tradittonal premium rating
Amongst the leaders, Bntish Land stood out with a 22%
total return, Hammerson returned 18%, Land Securities
139%, and Capital Shopping just 3% It was Capital
Shopping that prowvided the biggest story of the year The
company agreed to purchase the huge Wafford Centre 1n
Manchester for a mxture of cash and shares Simon
Property, the huge US Mall REIT, which owned 5% of
Capital Shopping, so objected to the deal that it
announced that it wished to bid for Capital Shopping if it
was permitted to do certain due diligence This
permission was refused and Simon Property eventually
withdrew, but not before the purchase terms of the
Trafford Centre had been altered in favour of Capital
Shopping's sharehelders
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Market Background and Qutlook contnved

Europe

In Sterhng terms European property shares (ex the UX)
rose by just under 11 3% n the year and produced a
gross total retum of 16 8% Swedish stocks were the best
performers with the Krona total return of 319% translating
mto a Sterling total return of 41% Fabege the largest
Swedish property company retumed 46% It benefited
from an 1deal combination of above average leverage and
an cbviously strengthening local economy German
property stocks, of which there are very few relative to the
size of the German economy, produced a Sterling total
return of 21% This would have been higher had not one
of the larger companies, Gagfah, seen its share price
collapse in February 2011 on news of a massive potential
law surt from a German local authonty French stocks did
well returning 16%, ‘ed by the two glants Gecina and
Uniball Therr performance reflected the improvement in
the Paris market where most French companies hold the
majonty of their portfolios

There was little clear distinction between the
performance of stocks by property use, though, reversing
the UK trend, the residenual specialists all outperformed
except Gagfah Of the retail specialists, Eurocommercial
and Unibail returned over 20%, while Klépierre managed
only 3% and Corto 6% Office stocks were mixed up and
down the list while industnal specialists undemerformed
except N Sweden

Outlook

Last year saw European real estate equity retums become
far more polansed than they had been since 2007 The
economies of Europe are runming at a vanety of speeds

A few particular markets have wirtually fully recovered
from the recession, while many others may not yet have
approached their nadir We expect this wide divergence
of returns to continue through the next two years as
European national economies sprint or stumble back

to normality

It 1s therefore the economic background that we think will
dominate real estate retumns, both at a national level and
at regional or aity level Within the UK, London clearly has
a very exciting property market thanks to its global status,
while other major UK cibies do not share this excitement,
and in our view are not about to share it The same
comments apply elsewhere, for instance to France and
Paris, or to taly and Milan
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Property shares have recovered well Balance sheets are
broadly 1n good order, fresh equity 1s available in good
quantities when stocks are nghtly pnced Average
discounts are at low single figures, which 15 1in line with
global real estate securities prcing The premium ratings
of those stacks with the highest quality portfolias
generally reflect the difficulty and cost of buying pnime
real estate directly

inflation remains a greater fear than deflation for most
investors Recent UK and Eurozone inflation forecasts are
not consoling Most Continental leases have annual rents
indexed to the cost of ving, and real estate securities
have a good performance record in inflationary periods,
provided that central banks do not force borrowing costs
to well above the leve! of inflation At present that would
seem very unlikely The bank debt refinanang problem
rumbles on In our view this 1s much more of a problem
for the banks, and for the secondary and tertiary property
markets, than for mainstream quality real estate values
However the side effect, the lack of fresh finance, 1s
beneficial for the market in curbing speculation and
depressing fresh developrment

We firmly beheve that a large number of companies in
which we invest now enjoy the combination of a portfolio
that 1s exposed to markets that will see rental and capital
growth over the next 18 months, and a stable balance
sheet that allows them to take advantage of investment
and development opportuntties as they anse For us, the
expected divergence in performance across sectors and
geographies wili shape the exposure of the porifolios and
is a2 welcome environment for active stock pickers like
ourselves




Ordinary Shares

Financial Highlights

ORDINARY SHARES

Year ended Year ended
31 March 31 March %
2011 2010 (Change
Revenue
Total revenue return {(£'0C00) 24,896 22,359 +113
Net revenue profit before tax (£'000) 19,016 17,089 +113
Revenue earmings per share 6.94p 518p +34 0
Net dwidend per share 6.00p 575p +43
At 31 March At 31 March Y%
201 2010 Change
Balance Sheet
Investmenits held at far value (£'000) 571,264 512,665 +114
Shareholders' funds (£'000Q) 530,602 475,500 +1186
Shares n issue at end of penod (m) 256.2 2567 -02
Net debt 7% 8%
Net asset value per share' 207.08p 185 22p +118
Performance
Year ended Year ended
31 March 31 March
2011 20i0
Assets and Benchmark
Benchmark performance (price only) +10.2% +53 0%
NAV change +11.8% +46 9%
Benchmark performance (total retumn) +15.2% +60 6%
NAV total return +15.4% +52 6%
IPD Monthly Index total return* +10.7% +163%
Total return from direct property +10.7% +13 i%
At 31 March At 31 March %
2011 2010 Change
Share Price
Share price 177.10p 159 40p +111
Share price total return +12.6% +60 5%
Market capitalisation £454m £409m +110

Sources Thames River Capital/*IPD monthly, one year cumulatve

I Net dwdends per share are the dawdends in respect of the finanaal year ended 31 March 2011 An intenm diidend was paid n January
2011 and the final dwvidend will be paid in August 2011
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Manager’s Report
Ordinary Share Class
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Chris Turner MRICS Fund Manager
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Performance and Background

The Ordinary share class NAV total return of +15 40%
was a whisker ahead of the benchmark total retum of

15 17% As the Chairman has noted, the year to the

end of March 2011 was another volatile one for stock
markets At times it s possible to feel overwhelmed by
the rapid changes in sentiment caused by events or fears
which have almost nothing to de with the day to day
pusiness of most of the companies n which we invest
Active short term trading 1s not something | have ever
been any good at, so ! don't try, instead relying on picking
stocks and managements | think will outperform over the
medium and longer term In most years this approach
has resulted in decent outperformance, but not last year

Eighteen months ago there was much discussion
regarding the shape of the recession, with a V camp, a

U camp and an L camp Right now, in the UK and across
much of Europe, the L camp looks dosest to the mark,
though Germany and Sweden seem to have enjoved a

V shaped recovery, while the economies with sovereign
debt problems may have further to regress Meanwhile,
commercial property markets have to do battle with green
Issues, the increasing impact of the internet on retail
sales, nsing oil prices and with the potential growth, often
the unwiling growth, of the population of major criies

Investment Activity

| believe Warren Buffett once remarked that “tdleness
bordering on lethargy” was the comerstone of his
investment philosophy Last year my investment tumnaver
(sales and purchases together divided by two) was
E74m or 13 6% of the average total assets over the year
On the whole, where { made changes | think they were
beneficial, though | have not run the test on this | added




Manager’s Report continued

to our Central London weightings, buying Caprtal &
Counties once it was split from Capital Shopping Centres
last May | added modestly to the Great Portland and
Derwent London holdings, and should have bought more
| reopened a holding in Workspace, the Greater London
industnal space owner Elsewhere in the UK | reduced
the SEGRO holding taking the view that the logistics and
storage market will be dull for some time, and reduced
the Big Yellow investment on the outlock for residential
market turnover Songbird, in which 1 invested in early
2010, turmed out to be a poor performer with the shares
almost unmoved over the year despite the 100%
London portfolio weighting

As the table on page 19 shows, | increased the
Investment in Germany markedly after it became clear,
in the autumn, that the German economy was making a
more rapid recovery than the European average | have
never i the past been an avid fan of German real estate
stocks, as their corporate governance has been generally
poor Even now the portfolio 1s not overweight in that
country The Swedish ovenweight worked well, and while
my venture into Norwegian Properties was mistmed in
the short term, | believe that this holding wall perform in
due course | got nd of the remaining Greek holdings
during the year and kept out of Spamsh and Insh stocks

Distribution of Assets

The pnmary distnbution of the Ordinary Share Class
portfolio has shown little change over the last twelve
months Continental securites rose from 56 3% to 58 3%
of total assets UK equities rose from 32 9% to 33 8%,
and UK directly held property changed from 9 9% to 7 7%
as a result of the sale of the Cambndge property

On a see-through basis, that I1s to say viewing your total
assets through the portfolio locations of the comparies
in which we hold equity and adding our direct property,
41% of the assets are retail properties, 36% office
properties, 9% each are residental or industnal and
storage and 5% are in other uses, mamly hotels,

leisure or care homes Of the 41% retall, 3% s in Central
London, 11% 15 in the rest of the UX, 10% in France and
the rest spread over the rest of Europe Of the 36% in
offices, 12% are 1n Central London and just O 4% 1n the
rest of the UK, 7% are n Pans and 4% n Stockholm Of
the residential 4% 1s in Germany and 3% in the UK
(principally at our Colonnades building in the West End
of London)

ORDINARY SHARES

Sea-Through Portfolio by Market* (%)

4 Ordinary Share Benchmark )
Class Portfolio 31 March 2011
UK
City Offices 2 8% 3 0%
Waest End Offices 5 7% 4 5%
West End Retall 3 1% 2 %G
Docklands | 6% O 1%
GLC/SE Offices I 8% 07%
Prowinaial Cffices 0 4% 0 3%
I town Retad 4 6% 4 9%
Supermarkets I 0% 1 0%
Retall Warehouses 3 0% 32%
Out of town Retall FAL 2 B%
SE Industnals 27% 25%
Other Industnals 08% 1 1%
Self Storage 1 4% 0 8%
Letsure 0 7% 0 5%
Residenual 29% 26%
Other O b6% 05%
Total UK 352% 30 7%
Austna Retail 0 8% 0 8%
Austna Offices 0 2% 0 3%
Austna Residennal 07% 0 7%
Belgium Retail 0 7% 0 6%
Belgium Offices Q7% 25%
Belgium Residental 02% 03%
Belgium Logistics 0 1% 05%
Central Europe Retail 1 5% 1 4%
Central Europe QOffices 03% Q3%
Central Eurape Industnal 03% 05%
Central Europe Cther 04% 0 1%
Denmark 02% 02%
Finland Retal 13% 12%
Finland Offices 05% 13%
Finland Other 0 1% Q2%
France Retail 9 7% 9 6%
France Offices 8 4% 73%
France Resideral 09% 0 9%
France Logistics 1 5% | 4%
France Other 1 6% 1 4%
Cermany Retal | 5% 1 7%
GCermany Offices 22% 2 0%
Germany Residental 39% 5 2%
Cermany Logistics 08% 1 1%
Genmmany Other 03% 03%
Greece Retal 00% 0 1%
Greece Offices 00% 01%
ltaly Retail 2 4% 2 1%
Italy Offices 22% 1 6%
Italy Logistics 0% 029%
ltaly Other 0 0% Q0%
Netherlands Retal 2 4% 28%
Netherands Offices 02% Q 7%
Netherlands Cther 02% Q4%
Narway 1 6% 1 2%
Portugal 0 1% 0 1%
Russia Q1% 0 1%
Spain Retail 1 9% 15%
Spain Other 02% 0 5%
Sweden Retail 26% 24%
Sweden Offices 4 6% 45%
Sweden Industnal 1 3% 1 4%
Sweden Cther 08% 0 8%
Switzerland Retail 1 5% 17%
Swizerland Offices 2 2% 3 3%
Swatzerland Other Q5% 0 8%
Other overseas 08% 08%
Total 100 0% 100 0%
N J/

*Combines the underlying property from the Ordinary Portfolio shareholdings
and direct propesty holdings
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Largest Equity Investments

The list of the top twenty investments remained very
constant over the year, the only entrant being the
Swedish company, Fabege, and the only exit betng a long
ttme favountte, Big Yellow The combined size of the top
ten equity holdings, relative to the total portfolio,
remained similar to previous years They were warth
£267m (£245m last year) and they made up 47% of the
total assets (48% last year)

Unbail remains by far the largest single holding

The shares outperformed with a total return of 23%

Even after returming almost a sixth of its capital to
shareholders last autumn, the company remains by far
the largest quoted property company in our investment
universe with a portfolic of major shopping centres whose
value exceeds that of the combined portfolios owned by
Land Securities and British Land More details are gven in
the notes on the top twenty stocks Two points bear
repetiion Firstly | beheve that, despite 1ts size, this
company 1s extremely well run, and secondly the shares
are highly iquid so our entire holding represents about
two days’ tumover in the shares

Land Secunties and British Land, the two biggest

UK REITs, together represent 129% of total assets (11%
last year) Bntish Land outperformed wath a total return
of 22 59, and Land Secunities slightly underperformed,
returning 13% They have relatively similar portfolios split
between Central London offices and UK regional retall
British Land's retail exposure 1s mamly retail warehousing
and supermarkets, so that some 20% of its rental income
1s indexed Both have long term fixed borrowings, which
have been a curse for the last three years, as lower
interest rates have brought no benefit to earnings and
dwidends have shown no growth, but both will benefit
them relative to their competitors, when, eventually, long
term nterest rates nse again

Amongst the remainder of the top twenty stocks, we
saw strong total returns from Fabege (+46%%),
Castellum (+319%), Gecina (+26%), Euracommeraal
and Great Portland (both +24%), Derwent London
(+23%) and Hammerson (+18%) The returns from
PSP Swiss Property and Swiss Pnme Site (so confusing,
these Swiss names) and from Icade and Silic, were all
around benchmark average The underperformers in the
top twenty were Cono (+6%;), Capital Shopping and
Klépierre (both +3%), SEGRC (+2%) and Foncigre des
Régions (+1%)
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Revenue

This time last year | tned to explain to you why our net after
tax income had fallen by over 20% n that year This year |
will now try to explain to you why our net ncome has nsen
by 34% n the twelve months ending March 2011

Investment income rose by £49m or 31 1% to £206m
There were lots of small changes, but by far the biggest
component of the change was the dwdend from Uniball,
which, due to timing differences totalled some £4 2m in
the year compared to £1 1m n 2009 Late on In the
year the Trust became entiiled to dwvidends from
Hammerson and British Land totalling some £07m,

both of which we had anticpated not going ex-dwidend
untl after 1 Apnl 2011 On the negatwe side, and as
anticspated, other operating income, most of which was
undenwnoing fees, declined from £1 5m to just £23,000
following the sale of the Cambndge property and
surrenders at Harlow and the Colonnades, gross rental
income dechned by £0 61m The surrender premiums
were taken to capital Management fees were 9% higher,
reflecting asset growth, other expenses were almost static
and finance charges rose 26% because the Trust was
geared throughout the year, whereas we had held cash in
the first quarter of the previous year

At the pre tax line the net profit s ahead by just 11 3% The
tax charge has fallen very significantly from 22 2% of
revenue to Just 6 4% This change in the tax charge 1s
worthy of a more detailled explanation An amendment to
legislation i the UK in July 2009 resulted 1in maost overseas
dmdends no longer being taxable i the UK. However, in
maost Continental European countnes, tax s stll withheld
locally on dwidend payments, so there 1s still an undertyng
tax cost to the Trust. The tax charge for the Trust wall always
be vanable depending upon the mix of income sources

in the year to March 2011 a further factor has come Inte
play A number of Eurcpean property compantes
unexpectedly distnbuted their dvidends from capital
reserves In most instances these have been treated by
the Trust as income, as they represent the usual peniodic
distnbution of earnings from regular property investment
actvity {1 e rental ncome) and not a retum of capital or
distnbution of capital profits However, because these
dividends have been paid from capital reserves,
withholding tax has not been applied so the dividends
have been received gross As these dividends are no
longer taxable in the UK, no further tax has been paid
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It 15 difficult to predict the extent to which this trend will
continue Into the next financial year As asset values
recover and unrealised losses which have been
accounted for through the revenue accounts reverse, It s
expected that companies will resume paying their
dvidends from revenue reserves and withholding tax will
be appled, increasing the Trust's overall tax charge

As referred to 10 last year's Annual Report, there 1s the
prospect of challenging withholding taxes on dividends
from European countres and also applying the current UK
tax treatment of foreign dwvidends to earier penods There
is still no certainty on the outcome of these points, but
we will continue to monrtor the situation and to submit
any claims where appropnate Rewised tax returns have
been submitted for earlier penods on the basis of the
case currently being heard by the EU Courts in relation to
applying the current UK tax treatment of foreign dwvidends
to these periods, but at this stage the outcome of these
praoceedings is uncertain and accordingly no benefit has
been recognised 1n the financial statements

Revenue Outlook

The expectation is that the underlying income from our
equity portfolio will, as a whole, show a small amount of
growth This outlook 1s predicated on the current
expected profile of policy rate increases by the central
banks Whilst most companies have a sigmificant amount

Ordinary Share Class
Changes in Investments

ORDINARY SHARES

of interest rate hedging, nsing rates will lead to greater
interest bills Counterbalancing that s the expectation
that indexation of leases (most Continental stocks) will
inflate top line revenues and feed through to earnings
and dwidends

However, some of the factors described 1n the revenue
section above which have led to greater than anticipated
revenue In the year to March 2011, are likely to change in
the year to March 2012 Principally these are the timung
of dividend receipts (we anticipate that some of the
dividends falling in March will revert to April next year)
and the tax charge (will increase as companies resume
dividend payments from income rather than capital
accounts) and therefore we anticipate a small fall in the
revenue figure for the forthcoming year

There are two additional important factors which are also
hard to predict, fluctuations in the exchange rates of
European currencles versus Sterling (some 65% of our
predicted income 1s dencminated m non-Sterling
currencies) and the cost of our own external debt which
s floating

Taking a fairly conservative view on these factors, we
expect earnings for the year to March 2012 to be in the
region of 6 40p per share

4 Valuation Appreciation/ Valuation )

2010 Purchases Sales {deprecianon) 2011

£000 £'000 £'000 £000 £000 %
Austria 7983 3,249 (3,655) 2,448 10,025 18
Belgium 6,355 639 (836) 410 6,568 12
Finland 7468 210 (513) 1,074 8,239 i4
France 151,305 10,598 (18,094) 15,065 158,874 278
Germany 4,429 12,975 (1,261) 2,066 18,209 32
Greece 780 - (374) (406) - -
lsaly 3,087 2,840 271) 733 6,389 11
Luxembourg 5,968 788 {1.630) (G79) 5,745 10
Netherlands 48,356 7,380 (7,512) 2,161 50,385 88
Narway 4,389 1,021 (25) {(815) 5,069 09
Sweden 28,608 8,875 (8,573) 10,659 39,569 70
Switzerland 18,572 3,368 (2,230} 4,139 23,849 41
Centinental Europe 288,800 51,941 (44,974} 37,154 332,921 583
UK 168,478 23,561 (13,412) 14,337 192,964 338
Fixed Interest 4,621 - (3,525) (42) 1,054 02
Direct Property 50,766 500 (9,634) 2,693 44,325 77

\_ 512,665 76,002 (71,545) 54,142 571,264 1000/
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Manager's Report connued

Gearing, Debt and Debentures

At the start of the year we had £47m of debt made up
of £12m from the Debenture and £35m from the bank
facility The cash of £9 9m shown n the balance sheet at
the end of March 2010 was mostly swallowed up in
paying the second intenm dwidend of £8 9m the day
after the year started Over the summer, net debt
dechned shghtly and was £29m at the end of September
In the second half, net debt rose again so that at the year
end the figure was £37m gvng gearing of 7% The
portfolio’s see-through leverage (which adds the
proportionate debt of all our equity investments on to our
balance sheet net cash or net debt) started the year at
47% and remarned close to that level through the first
half and then rose to finish the year at 50 3% The
equivalent figures for the EPRA benchmark were close to
48% at both vear ends

Direct Property Portfolio

The physical property portfolio preduced a positive total
retumn for the 12 months of 10 7% made up of a capital
return of 5 5% and an income return of 5 1% This return
(almost) exactly matched the total return of the 1PD
moenthly Index which returned 10 7% made up of a
caprital return of 3 5% and an income return of 70% On
a like for like basis the portfolio produced a total return of
11 8% made up of a capital return of 6 1% and an
income return of 5 7% CQver the 12 month period we
sold one property, iIn Cambndge, for £6 7m which was
reported at the September intenm results

At our largest property, the Colonnades in Bayswater W2,
we tock the surrender of the car park from NCP whose
lease was due to end in 2014 We recewed a reverse
premium and have subsequently invested part in the car
park, improving the secunty and general parking
environment. The new management contract with a car
park operator gwes the Trust much more control of this
space There has already been a posttve impact on both
the retall and residential components of the property
through the prowision of a safe, secure parking environment
for residents and shoppers Dunng the year we completed
15 restdental lease extensions receving over £900,000 1n
prermiums We have now extended ¢.20% of the residential
leases and the pace of renewals 15 Increasing
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In Harlow we completed the surrender of the over-nding
lease to Admin Re Limited (whose lease was due to
expire 1 December 2012) for a reverse premium and
have simultaneously relet 50% of the space Teva UK Lid
have taken a 10 year lease at above the previous passing
rent Following the surrender, we have become landlord
to the subtenants who occupy a further 35% of the
building, leaving us to relet the remaming 15% We now
plan to invest a proportton of the surrender premium n
upgrading the buillding's air-conditioning systemn This
repositions the buillding from a short-term income
investment into a modermsed, mulu-let property with a
longer-term income stream and has resulted in the
value of the property increasing by 15% at the year end
valuation The vacancy rate, by rental value, including

the space at Harlow, 15 now 6 9% compared with 4 9%
at March 2010

Postscript

This 1s my last manager's report, and if It reads the
same as most of the previous reports, | apologise Now
it's bme to go before my wits shrivel any further and the
performance suffers accordingly A shrewd man once

told me that running a decent sized long-only investment

trust 1s the best job in fund management He was right

| have loved doing this work, not the least because

| have had a succession of top quality Charrmen and
non-executives who have been there with help and
support, but who have let me run the portfolio without
interference | owe a lot to my younger colleagues,
especially Marcus, James and Joanne, all of whom have
been with the Trust for so many years already, both at
Henderson and now at Thames River V'm confident your
capital will be in safe hands

Last but not keast | would like to thank the shareholders,
particularly the many indwidual shareholders who have

taken the time to e-mail me their questions or views or
have come to the AGMs over the years Your continued
interest has been of more value to me than you realise

Chris Turner
Fund Manager — Ordinary Share Class
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o .
/Dlstrlbuhon of investments h
as at 31 March
20m 201% 2010 2010
£000 % £ 000 Oy
UK Secunties — quoted 192,964 338 168478 329
— fixed interest 1,054 02 1,077 02
UK Investment properties 44,325 77 50,766 99
UK Total 238,343 417 220321 430
European Secunties
- quoted 332,921 583 288,800 563
- fixed interest - - 1,544 07
Investments held at far value 571,264 1000 512,665 1000
- CFD debtor/{creditor) (22) 00 - -
Total investments 371,242 100.0 512,665 1800
. N J
4 /Investment Exposure h
as at 31 March
2011 2011 2010 2010
£000 % £'000 L
UK Secunties — quoted 192,964 338 168,478 329
- fixed interest 1,054 02 1,077 G2
UK Investment Properties 44,325 77 50,766 99
UK Total 238,343 417 220,321 430
Eurcpean Secunties
- quoted 332921 582 288,800 563
- fixed nterest - - 3,544 07
— CFD exposure’ 674 01 - -
Total investment exposure’ 571,938 1000 512,665 100.0
A A A
fPor‘lfoIio Summary )
as at 31 March
2011 2010 2009 2008 2007
£000 £000 £'000 £ 000 £'000
Totzl investments £571m ES13m £278m £565m £1,082m
Net assets E531m £476m E324m £568m ES73m
UK quoted property shares 34% 33% 32% 46% 55%
QOverseas quoted property shares 58% 56% 51% 41% 38%
Qverseas fixed interest 0% 1% 0% 0% 0%
Direct property
(externally valued) 8% 10% 17% 13% 7%
- S
‘Net unreahsed gan/(loss) on CFD contract held as balance sheet debtor/{creditor)
“Gross value of CFD positions
‘Total imvestments dlustrating market exposure induding the gross value of CFD positions
TR Property Invesient Trust 21
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Ordinary Share Class Investment Portfolio by country as ot 31 march 2011

Market value Market value
E'000 % £000 %
Austria Sweden
Conwert Immobihien 5,561 10 Castellum 13,603 24
CA Immobilien 4,464 08 Fabege 7419 i3
Hufwudstaden 6,309 i
10,025 18 Wihlborgs 2,733 05
Belgium J 2,650 05
Cofinmmo 5,002 09 Kungsleden 2,637 05
Retall Estates 1,194 02 Klovern 2,473 04
wereldhave 372 01 Wallenstam 1,745 03
6,568 1.2 39.569 7.0
Finland Switzerland
Citycon 4,689 08 Swass Pnme Site 13,330 23
Sponda 3,550 08 PSP Swiss Property 10,519 18
8,239 1.4 23,849 41
France United Kingdom
Unibai-Rodamco 83,560 146 Land Securities 37,409 66
Klepierre 18,934 33 Bntish Land 32,598 57
Fonaitre des Régions 15,597 27 Derwent London 14,541 25
lcade 12,720 22 Hammerson 14,301 25
Getina 11,618 20 Great Portland Estates 13,985 24
Sihc 8,055 14 SEGRO 13,182 23
Tour Eiffel 2,690 05 Caputal Shopping Centres 11,490 20
CH 1,695 03 Caputal and Counties 7,246 13
Terreis 780 02 Big Yellow Group 6,945 12
Fonogre |yonnaise 756 01 Shaftesbury 6,769 12
Mercialys 746 o1 Songbird Estates 4,421 08
Altarea 597 01 Helical Bar 3921 o7
Affine 493 o1 Grainger 3,112 05
Fonoére Pans France 399 o1 Development Secuniies 2,583 05
Fonoiére Europe Logistique 234 01 CLS !;oldlngs 2,580 05
Max Property 2,541 04
138,874 27.8 Hansteen Holdings 2,338 04
Germany Quintain Estates & Developments 1,936 03
Deutsche Euroshop 6681 i2 5t Modwen 1,807 03
Alstna Office 5,543 10 Workspace Group 1,703 03
Deutsche Wohnen 3,445 06 Safestore Holdings 1,285 02
TAG 1,913 03 Urute Group 756 01
DIC Asset 426 01 Capital & Regional 722 ol
Hahn 201 00 Conygar Investrment 579 o1
Rugby Estates 552 01
18,209 5.2 Pnmary Health Properues 517 01
italy Wichford 502 01
Beni Stabsih 5,298 09 Town Centre Secunbes 449 01
Grande Distnbuzione 1,091 02 Local Shopping REIT 411 01
6.389 1 Orchid Developments 391 01
r : Terra Catalyst 383 01
Luxembourg McKay Secuntes 357 01
Prologis European Properties 3,291 06 Tonity Capital 280 0
Cagfah 2,454 04 Usutech Corporate Parks 274 oc
5745 1o Nanette Real Estate 88 00
Netherlands 192,964 338
Cono 22,506 39 Fixed Interest
Eurocornmercial Properties 12,204 21 Segro 6 75% 1,054 02
Wereldhave 8,406 15
Vastned Retail 5,484 10 1,054 02
Kardan 1,020 02
Nieuwe Steen 765 01 Direct Property 44,525 77
50,385 88 44,325 7.7
Norway s
CFD Positions {included in
Norwegian Property 5068 09 current assets/liabilithes)
5,069 0.9 Fabege CFD {22) 0
(22) (0)
Total Investment Positions 571,242 100 0
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Twenty Largest Equity Investments — Ordinary Portfolio

Shareholding value

op of investment partfoliof

% of equity owned
Share prce at
31 March 2011 (2010)

Comment
Note Market caps, yelds and share pace returns alf at end March 2011

1 Unibal-Rodamco
(France)

£83 56m (£80 23m)
14 6% (15 6%)

0 7% (0 7%)

€152 85 (€149 90)

Europe's largest quoted property company by both market cap and gross assets, following
the June 2007 merger with Rodamaco Its €2 1bn portfoho 15 located in France (62%), the
Netherlands {1 1%), Scandmavia (8%), Spain {9%), Austna (5%) and Castern Europe
(5%) The asset foaus rests on very large dorinant shopping centres in the mam
European aties (76% of assets) which generate higher sales density/footfall and fower
stuctural vacancy The group also runs exiubrion/convention centres {(8%) and pursues
an opportunistic strategy (buy/build and sell} on offices (18%) mostly located in Pans
CBD and La Défense 1t has a solid captal recycing track record {exceptional dmdend of
€23 or 26% of NAV after the sale of Coeur Défense n 2004 followed by €20 paud in Sept
2010) The cument loan 1o value 15 37% Despite 15 sze and low geanng over the cyde
the company has managed to delver a stunning growth i both NAV (+6% pa) and
recumng EPS {(+12% pa) over the past 5 years while its draclend per share doubled to
€8 This translates into a stellar five-year total shareholder retum of 44 8%

2 Land Securities

£3741m (E34 58m)

The UK's largest real estate investment trust {REIT) by market cap and portfolio value,

(U K) 6 6% (6 7%) with a portfolio of €9 7bn induding share cf joint ventures The company 15 exposed 0
0 7% (0 7%) Central London Offices (44%), Shopping Centres {37%) and Retal Warehouses and
733 5p (678 0p) Supermarkets (12%0) The Central London Office market is hkely to remain a supply
constrained ahead of a significart lease expiry concentraton 1in 2014 The compary 1s
poised to benefit from this imbalance gven its ¢ | 3m sqft of developments
underway or in planmng The recently complated One New Change (the Ciy's first
dedicated Shopping Centre) 1s 81% let {100% Retad, 71% Offices} Last reported loan
to value was 38 8% The five year total shareholder retum has been -45 9%
% Bntish Land £32 60m (£25 02m) With a £9 3bn portfolio covenng Central London Offices (32%), Retall (51%) and
(U K) 5 7% (4 9%) Supermarkets {14%) n the UK, Bnush Land is the UK’s second largest REIT The
0 7% (0 6%) portiokio has an above-average lease profile (Weighted Average Lease Length to first
552 Sp {481 Op) break of 12 1years) and exposure to higher quality Retall Warehouses and
Supermarkets The group 1s currently on site at over 2m sqft of central London
developments The last reported loan to value ratio was 46 4% The five year total
shareholder retumn has been -31 7%
4 Cono £22 51m (£22 60m) Cono 15 the fourth largest Pan-European property company (weighted by market cap
(Netherlands) 3 9% (4 49%) within the EPRA benchmark) with a €7 2bn portfolie concentrated on the retal sector
0 6% (0 6%) (95%) After an eventful year v winch it has successfully completed two share issues
€49 36 (€49 44) (raisng a to1al €710m) Cono has enterad the German retail market through an
exclusive deal with Dutch developer Mults Corp Cono acquired a €1 3bn retarl
portfolio compnsing of four operational assets and five developments predominately
located in Germany The portfoho split 15 now Netherlands (28%), France (26%),
italy (20%), tbena (10%) Germany {8%) and Turkey (8%} in additon the company
has a €3bn development pipeline (3%% committed) with a 6 6% yeld on cost which
should drve earmings and NAV growth Leverage is at 40% The five year total
shareholder retum has been 20 6%
5 Klép|erre £1893m (£1530m) Klepierre owns a Pan European shopping centre portfolio valued at €15bn located in
(France) 33% {30%) France/Belgwim (52%), Scandinavia (16%), Italy (12%), Ibena (10%) and Central
04% (0 3%) Europe (9%) The acquisiton of the Steen & Strom €2 7bn portfoho in 2008 together

€28 64 (€29 08)

(v with pension fund ABP} has increased dversification in 2 swong retall property
market. Klepierre has a €3 7bn development pipeline (32% committed) mostly on
France and Scandinavia with @ 77% yield on cost. Klepterre 1s a subsidiary of BNP
Panbas (50% owned) This controlling stake 1s benefical for minonty shareholders in
that it prowides Klepierre wath a supenar access to debt finanang and enabled them to
avoid a deeply discounted nghts 1ssue in 2009 through the renegobanon of debt
covenants The five year total sharehclder retum has been 5 3%

& Foncigre des Regions
{France)

£1560m (£16 16m)
2 7% (3 2%)

049 (1 0%)

€75 19 (€81 55)

Foncigre des Régions 1s a diversified European property company with a consolidated
partfoho of €14bn of assets (€8 6bn in group share) The asset focus rests an French
and ltahan offices (74% group share) let on long term lease contracts to tenants such
as France Telecom, EDF, IBM, Suez Ervironment and Telecom ltaha The ttalian office
exposure s held through Beni Stabih which has become a SIQ (talian REIT) n
January 2011 In addiion Fonagre des Régions has strategic stakes in sector
specialist REITs Fonaére des Murs {French lodging and leisure assets/25% owned),
Foncigre Développements Logements (French and German residental, Fanciére
Europe logistique (French and German indusinals/82% owned) and Parcs GFR
(French car parks/60% owned) The recent years have been a ransihon penod
dunng which the strategy focused an de-leveraging the balance sheet (LTV down to
49% from 59%) without carrymg out a deeply dilutive nghts 1ssue The five year total
shareholder return has been -5 0%

Nrvesiment portfoho excuding cash on deposit
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Twenty Largest Equity Investments — Ordinary Portfolio contnues

Shareholding Value

% of nvestment portfolio?

9% of equity owned
Share pnce at
31 March 2011 (2010)

Comment
Note Market caps, yelds and share pnce retums all at end March 2011

7 Derwent London

(UK)

£1454m (E11 75m)
2 5% (2 3%0)

09% (0 9%h)

1643p (1366p)

This group I1s a speaalist London REIT operating a £2 4bn portfoho with a specrfic
focus on Offices n the West End and areas bordering the Gty of London In contrast
to the larger UK REITs, the group 15 aming to explott the supply/demand :mbalence
in Landon through refurishiments rather than new developments, wath 3 1m sqft of
total space (1 1rm of net new space) planned for delvery pre-2015 The group
retains a strong balance sheet with a loan-1o-vaiue ratio of only 36 6% While vacancy
rates increased to 9 4% dunng the year, this was due to delivery of the newly built
Angel Bullding The five year total shareholder return has been 10 5%

8 Hammerson
uK)

£14 30m (£12 59m)
2 5% (2 5%0)

0 5% {0 500)

446 9p (393 0p)

This UK-based REIT 15 active in both the UX and France as an investor and developer
The £5 2bn portfolio s split 43% UK Shopping Centres 20% UX Retall Parks 26%
French Shopping Centres and 10% City Offices Since becoming a REIT the group
has increasingly focusaed on incorme over developsments While the success of this
strategy 15, as yet, unknown, the group's significant retail expasure Is a concem n
these austere umes The develcpment pipeline 1s curently focused on the large

(¢ 600,000 sgft) Les Terrasses du Port Shopping Centre in Marseille While other
projects are avalable, management 1s unlkely to proceed without sufficent pre-lets
The balance sheet remains strong with an LTV of only 33 7% The five year total
shareholder return has been -35 8%

9 Great Portland Estates

£1399m (E11 00Om})

This Central London office investor and developer operates £1 5bn of property with

(U K) 2 4% (2 1%} exposure to West End and City Offices and Retail (77% and 23% respectvely) Simulary
12% (1 1%) to other West End focused comparues, the group 1s mainly exposed 10 refurbishment
I858p (314 0p) activity, although 1t does have a large City office tower in the pipeline In tota), the group
has 1 9m sqft of near term developmenis and a further 1 2m sqft of longer term space
Despite a competive imvestment emvironment the company has made £320m of
commitments since the nghts issue 1 May 2009 These acquisitions are up 179% 1n
value in 78 month average hald penad The group remains committed to recyding
capital and the strong balance sheet (33 8% (TV) provides fisepawer for future
acquisiions The five year total shargholder return has been 22 0%
10 Castellum £13 60m (£10 29m) Based in Gathenburg, Castellum owns a SK 32bn mixed portfolio of hugh yielding
(Sweden) 2 4% (2 %) assets located in Central and Southem Sweden The property portfolio per type
0 9% (0 %) cansists of 66% offices/retall, 3 1% logisacs/industnal and 3% development/land

SEK 91 BO (SEK 72 50)

Casteflum manages its properties actively through six local subsidianes At 509%,
leverage 15 relatvely low by Swedish standards We applaud the company's pragmatic
approach te fiung part of therr floating debt (which benefited the P&L greatly as
interest rates were faling) as interest rates are now expected to Increase markedly for
2011/12 The five year sharehalder total return has been 39 0%

11 Swiss Prime Site

£1333m (E1095m)

Fallowing the merger with Jelmoli last year SPS has become the largest Swiss

(Swnzerl and) 2 3% (2 19%) Investment property company both by market cap and portfolio size (CHF 8bn) The
0 5% (0 506) group - stll extemally managed by Credit Swisse — 15 now predominantly invested in
CHF 72 45 (CHF 65 95) retail (404%) and office (36%) assets throughout Swatzerland $P% holds an atractve
exposure to the supply-constrained Geneva market (23% by value) The yield on the
stock 15 above 4 B% which compares favouwrably to the Swiss wider equity index
{2 2%) The five year total shareholder retum has been 41 4%
12 SEGRO E£1318m (E1438m) Segro 1s the largest operator of indusinal property isted in the UK, wath a total
(U K) 2 30 (2 8%) portfolio of £4 8bn spht 72% in the UK and 28% m Contnental Europe The vacancy
0 5% (D 6%) rate remains high at 12 1% and while a reduction could dnve future cash-flow
321 5p (320 0p) growth, we remain concemed with the group's ability to execute this strategy
Although there has been a level of corporate actmity in the European Logstics space,
we do not feel tus will filter to actvity i Segro given its relatively small exposure 10
Eurapean Logistcs (12%) The 49 5% loan-tovalue rabo, while low, 15 at the upper
end of the peer group The five year total shareholder retum has been -56 6%
13 Icade £1272m (E12 48m) Icade 15 a dversified real estate company involved 10 house bulding property
(Fra n CE) 2 2% (2 4%) management and commeraal property rental actwity with a €5 7bn portfolo The
0 3% (0 3%) latter 15 spht between offices and business parks (71%), PPE and healthcare (18%),

€8708 (€82 29)

shopping centres (6%) and logistics {5%) Caisse des Dépdts (effectively the French
government) 1s the largest shareholder (56%) In 2010 ICADE completed the sale of
its soaal housing portfolio (€2bn) at a low yeld of 4% and acquwred Companie La
Lucette on an wnphed asset yeld of 8% from Morgan Stanley REF (5% discount to
NAY} La Lucette’s portfolio 15 concentrated on Pans offices and should resweght and
further iImprove the quality of ICADE's commercial property portfolio Current leverage
15 low at 37% and the five year total shareholder retum has been 42 4%
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Twenty Largest Equity Investments — Ordinary Portfolio continued

Sharehalding Value

% of investment portfolio!
% of equity owned

Share pnce at

31 March 2011 (2010)

Comment
Note Market caps, yelds and share price retums all at end March 2011

14 Eurccommeraal Properties
{Netherlands)

£12 20m (E8 45m)
2 1% (1 6%)

1 G% (0 8%)
€3496 (€£2961)

Based in London and hsted in Amsterdam, with Dutch REIT status, the company 1s a
specalist shoppig centre investor operating n Northern ltaly (38%), France (37%)
and Sweden (25%) The management tearn 15 well-regarded in the sector and owns
a meamngful shareholding ECP raised €98 8m through an accelerated equity offenng
in November 2009 successfully using the proceeds for two acquissions (in France
and Northern ltaly) and the Vaxd development i Sweden The loan 1o value ratio 1s
419 and the five year total shareholder retum has been 43 7%

15 Gecana
(France)

£1162m {(E1096m)
2 0% (2 19%)

0 2% (0 2%)
€9732 (€81 91)

Geana has 2 €10 8bn French high-quality porifolio of offices (54%), pnme residental
(32%) logistics (5%) and healthcare/hotels (9%} 80% of these assets are
concentrated m Pans and the Pans Region Despite the low yielding nature of the
residential assets (¢ 4 5% net yield) it prowides a very resihent cash flow thanks to
high occupancy rate (stubbomly above 98% over the past 10 years) and above
inflation LFL rental growth (above 3% pa since 2005) The stuggle for power
between the controling Sparush shareholders has now been partly resolved and the
corporate governance has improved dramatically These changes have led credit ratng
agenaies to adopt 2 more positive stance on the company The loan-to-value is 44%
The five year total shareholder return has been 19 7%

16 Capttal Shopping Centres
(UK)

£1149m (€8 56m)
2 0% {1 7%)

0 3% {0 3%}

383 0p (3887p)

Capital Shopping Centres emerged from Liberty Intemational as the fargest UK
Shapping Centre focused REIT followang the spin off of Capital and Counties The
group operates a £6 8bn portfolio following its acquisiion of the Trafford Centre in
January from the Peel Group While the portfolio has same reversion potental and
operates with very low vacancy rates, recent short term leases have skewed these
figures and the 50% lpan-to-vatue limits financial flexibility We also are concemed by
the group’s 100% exposure to the UK consumer The five year total shareholder
returm has been -479%

17 PSP Swss Property
{Switzerland)

£10 52m (E763m)

1 8% (1 5%

0 4% (0 4%)

CHF 75 65 (CHF 6765)

Based in Zunch, PSP 1s a real estate investrment compary owring a portfoho valued at
aver CHF 5bn at the end of 2010 63% of assets by value are located in Zunch, with
the remaimng properties spht mainly between Geneva (14v), Basel (6%) and Bem
(4%) Two thirds of rent comes from offices with the majonty of the rest from retal and
parking fees The intemally-managed company has been successful n reduang the
vacancy to 74% in 2010 from 139% in 2006 The loan to value ratio has remained
stabie at around 35% The five year total shareholder retum has been 40 9%

18 Wereldhave

£8 41m {£9 50m)

wereldhave 15 a diversified Dutch-based REIT wath wwestments throughout Europe

(N etherlan dS) 15% (1 9%) (76%) and the United States (24%) ks €2 4bn portfolio 15 dominated by the office
0 6% (0 7%) and retall sectors, which represents over 92% of assets Under the new leadership of
€75 36 (€70 95) CEQ Pars, Wereldhave has acquied €250m of Dutch mid-size shopping centres and

€£100m UK retall These eamings-accretive acquisibons lifted the leverage from a low
28% to 39% The cost of debt remains very low at 2 6% (due t© 43% of the debt
being flpabng) but together with same unhedged FX exposure tends to undermine
the wisibility on future earmings This seems factored in the stock valuation which
yields over 6 7% The fve year total shareholder return has been 9 7%

19 Siic £8 06m (EB.32m) Silc 15 an investor i and developer of office and hight industaial space in the Pans Its

(France) 1 4% (1 6%) 1 2 million sqm porticho (valued at €3 5bn) 1s clustered in business parks Orly-

0 5% (0 6%) Rungis, Roissy and La Défense-Nanterre The company has £175m developmenis

€98 90 (€93 25) with a projected 8% yeld on cost and some tand bank reserves valued at €175m
indeed Silic has one of the largest prvately-owned land banks i the Pans region,
representng an addinonal building potential of over 12 milkon sqm on ther 63-
hectare park, which currenty houses 396 200 sqm of space The loan to value rato
stands 39% The 44% controlling stake of French insurance group Groupama has
become subject 1o 1ngreasing speculation as we enter the final consultative penod of
the Salvency Il regulation The five year total sharehalder return has been 36 9%

20 Fabege E742m (E647m) Fabege 15 a Swedish real estate investment company focused on the Stackholm office

(Swe den) 1 3% (1 3100) market which should benefit from a strong rental outlock. Followng the sale of non-

0 7% (0 9%;) core assets some 60% of the SEK 27bn partfolio 15 now located in the central pant of

SEXK 68 25 (SEK 48 80}

Stockholm and the remaining 44% in the nearby suburbs Solna and Hammarby
Sistad The loan to value stands at 62% wath an average debt duration of 5 years
which 15 deemed long by Swedish standards In addition, Fabege appears to benefit
from strong banking relatonships as evidenced by new credit faclites secured at a
100bp margin The sub-optimal interest rate hedging rauo (47%) should be offset by
ncreasng revenues from indexation, uphfts on rent renegotiabons and mewly delivered
development schemes The five year total shareholder retum has been 15 7%

Five year share price total returns are from Bloomberg using the peniod ended 31 March 2011, are expressed in local
currency and assume the reinvestment of net dwvidends
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Ordinary Portfolio Investment Properties os ot 57 march 2011

(\falue in excess of £10 million

Principal tenants )

Praperty Sector Tenure Sue {sq ft)
The Colonnades Mixed Freehold 44,000 Wartrose Ltd
Bishops Bndge Road Use 200 space car park Velmore Ltd

London W2 142 restdental urmts

The property compnses a large mixed-use block mn Bayswater, construcied in the mid-1970s The sie extends to
approxmately 2 acres on the narth east camner of the uncion of Bishops Bodge Road and Parchester Road, dose o
Bayswater tube station and the Whiteleys Shopping Centre

(\Ialue less than £10 million

Principal tenants )

Property Sector Tenure Size (sq ft)

I ™~ Field House Offices Freehold 66,000 Teva UK Ltd
Statwon Approach Close Brothers Ltd
Harlow
Located next to Harlow Town railway stabon, the building was constructed in the late 1980s and compnses a 66,000 sq
ft office building on a sute of 35 acres The bulding 1s mutti-let to a vanety of tenants with 50% of the praperty's ncome
expinng 1y 20214

. J

I Solstice House Offices Freehold 31,550 Exel Europe Ltd
251 Midsummer Boulevard
Milton Keynes
This 31,550 3q {t office bulding 1s situated in the pnme office pitch in Milton Keynes and is located between the
shopping centre and the railway staton The buiding 1s occupied by Exel Europe Lid (trading as DHL)} who have a lease
expinng January 2015 and a tenants break option in lanuary 2013

.

4 ™ Ferner Street Industnal tndustnal Freehold 35,800 Absolute Taste
Estate, Ferner Street Kougar Tool Hire Ltd
wandsworth SW18 and Mossimans
adjacent plots Page Lacquer
The Ferner Street Industnat Estate occupies a site of just aver an acre, 50 metres from Wandsworth Town railway stabon
n an area that s predorminantly residential The estate compnses 16 smalk industnal units generally let 1o a mu of smalt
to mediumn sized pnvate companies

- S

. ™ . .
/Spread of Direct Portfolic by Capital Value (%) /—I.ease Lengths within the Direct Property Portfollo\
as at 31 March 2011
h
Office Industnal  Residential as at 31 Marcl Cross rental ;ncome
and and business CGround o
red use Retal space Ronts Total less than 1 year {including vouds) 16 8%
1103 years 31 4%
West End of London 153 249 202 136 74 0% Y
Around the M25 162 - - - 1620 || At 5years i3 3%
Qther South East 98 - - - g 8% 6 to 10 years 354%
I 11 to 15 years -
otal 41.3 24.9 20.2 136 1000% Over 15 years 1 1%
Note Mixed use has been split nto component parts and so is not comparable with
prior year
g JAN 100%
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Ordinary Share Class Statement of Comprehensive Income

for the year ended 3t March 2011

Year ended 31 March 2011 Year ended 31 March 2010
Revenue Capital Total Revenue Caputal Total
Retumn Retum Retun Retum
£000 €000 £000 E'0Q0 £'000 £'000
tnvestment income
Investment income 20,581 - 20,581 15,696 - 15,686
Other operating income 23 - 23 1,502 - 1,502
Gross rental income 3,041 - 3,041 3,655 - 3,655
Service charge mncome 1,222 - 1,222 1,506 - 1,506
Gans on investments held at
fair value - 54,475 54,475 - 154,504 154,504
Net returns on contracts for difference 29 (22) 7 - - -
Total income 24,896 54,453 79,349 22,359 154,504 176,863
Expenses
Management and performance fees {2,494) (1,247) {3.741) {2,288) (1,144) (3,432)
Repayment of prior years’ VAT 59 30 89 443 292 735
Direct property expenses, rent payable
and service charge costs (1,577) - (1,577) (1,792) - (1,792)
Qther expenses (689) - (689) (696) - (696)
Total operating expenses (4,701) (1,217) (5,918} (4,333) (852) (5,185)
Operating profit 20,195 53,236 73,431 18,026 153,652 171,678
Finance costs {1,179) {1,179) {2,358) (937) (937) (1,874)
Profit from operations before tax 19,016 52,057 71,073 17,089 152,715 169,804
Taxation (1,223) 828 (395) (3,797) 589 (3,208)
Total comprehensive income 17,793 52,885 70,678 13,292 153,304 166,596
Earnings per Ordinary
share (note 9 on pages 75 and 76) 6.94p 20.61p 271.55p 518p 5971p 64 8Sp
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Ordinary Share Class Balance Sheet

as at 31 March 2011

011 2010

£000 £000
Non-current assets
Investments held at fair value 571,264 512,665
Current assets
Debtors 5,707 9,286
Cash and cash equwvalents 3,012 9,863

8,719 19,149

Current liabilities {33.,840) (40,614)
Net current liabilities (25,121) {21,465)
Total assets less current liabilities 546,143 491,200
Non-current liabilities (15,541) (15,700)
Net assets 530,602 475,500
Net asset value per Ordinary share (note 20a on page 88) 207.08p 185 22p
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Financial Highlights

SIGMA SHARES

Year ended Year ended
31 March 31 March %
2011 2010 Change
Revenue
Total revenue return (£'000) 4,624 5,423 -147
Net revenue profit before tax (£'000) 3,485 4,533 -231
Revenue earrings per share 2.57p 306p <160
Net dividend per share' 2.15p 200p +75
At 31 March AL 31 March %
2011 2010 Change
Balance Sheet
Investrments held at fair value (£'000) 150,308 133,557 +125
Shareholders’ funds (£'000) 139,841 122,577 +141
Shares in 1ssue at end of penod (m) 124.9 1249 -
Net debt 8% 11%
Net asset value per share' 111.94p 98 12p +141
Performance
Year ended Year ended
31 March 31 March
2011 2010
Assets and Benchmark
Benchmark performance (price only) +13.1% +51 19%
NAV change +14.1% +60 0%
Benchmark performance (total return) +16.9% +70 0%
NAV total return +16.5% +64 1%
Year ended Year ended
31 March 31 March %o
201 2010 Change
Share Price
Share price 83.45p 70 50p +184
Share pnce total return +19.7% +50 0%
Market capitahsation £104m £88m +182

Source Thames River Capital

'Net dnvdends per share are the dvidends in respect of the nancial year ended 31 March 2011 Intenm dwvidends were pad In January

2011 and the final dradend waill be pad in August 207 1
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Manager's Report
Sigma Share Class

/

L

Marcus Phayre-Mudge MRICS Fund Manager
10 June 2011
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tntroduction

Stgma's performance has been measured against a small
cap index, the FTSE EPRA/NAREIT Small Cap Europe Index
since 1 Apnl 2009 | am able to report that this index has
outperformed the FTSE EPRA/NAREIT Developed Europe
index (the EPRA index that includes both large and small
cap stocks) over each subsequent 6 month reporting
perod Qver the last year, the small cap index returned
16 9% whilst the all-cap total return index rose 15 2%
This was broadly the same differenual as that reported at
the haff vear stage Amongst general equities, smaller
companies have generally underperformed their larger
competitors over the last year, however the reverse has
been true of smaller property companies

Indeed since the launch of the share class 1 July 2007,
Sigma’s NAV total return has been -1 4%, whilst the all-
cap EPRA 1ndex has returned -11 8% In the same penod,
the FTSE Smaller Cormpanies Index returned -19 8%
whilst the All Share was down -8 7% Size has clearly
been a handicap to performance outside the real esiate
equity market. We believe that there are few economies
of scale in real estate businesses (once a business is
large enough to atiract competitive finanang) In fact
outperfarmance 1s generated through focused, proactive
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management of both the underying assets as well as the
balance sheet The ability to be ‘fleet of foot’ has certainly
been cntical through the financial crisis This doesn’t mean
that all managements of smaller companies achieved this
but as a broad statement we believe that small and mid
sized property companies will continue to outperform
therr larger peers Qur expernience in the last twelve
months has continued to reinforce this view It 1s
important to note that there are always exceptions and
this 1s not a hard and fast rule Some larger companies do
display a number of the key qualities that we consider
drive relative outperformance in smaller companies
Unibail, the largest property company i the sector
continues to surpnse on the upside with a clanty of
strategy, rapid response to changing market conditions
and opportunistic deployment of capital (investing in therr
business as well as returning to shareholders when
deemed approprate)

Performance

In the year to March 2011, the Sigma share class total
return NAV rose 16 5% and this compares with a total
return from the FTSE EPRA/NAREIT Small Cap Europe
Index of +16 9% As outlined in the intenm report, the
first quarter was dominated by the cnisis that enveloped
the Eurozone Between the beginning of the financial year
(31 March) and the low point of the year {end of May)
the benchmark index fell over 17% The Euro continued
to weaken and fell 6 2% in May and June to €1 22 to £
in local currency terms, there was Ittle difference in
performance across the Eurozone and UK property stocks
in a perod of dramatic risk aversion by investors, there
was precious little stock differentiation Real estate stacks
across the piece were tarred with the same brush
Exceptions were driven by geography or currency, viz
Sweden and Switzerland However, the second quarter of
the financial year up to the end of September saw a
strong yet steady recovery in real estate equity prices
Investors responded to the robust poliical dialogue as
well as the concrete proposals surrounding the European
Financial Stability Faaility and ts proposed successor the
European Stabilty Mechanism (which will take effect from
2013) Central to the recovery in prices were two
expectations that there was now a real political impetus
to remforce the regulatory and economic survelllance
framework and that policy rates would remain ‘lower for
longer’, with the consequence of stronger earmings from
those businesses with floating rate debt

SIGMA SHARES

See-Through Portfolio by Market (%)

4 Sigma Share Benchmark M
UK Class Portfolio 31 March 2011
Cry Offices 05% 1 4%
West End Cffices 27% 2 8%
West End Retail 29% 35%
Docklands 1 3% O 1%
GLC/SE Offices 12% 1 0%
Provincial Offices 12% 07%
In town Retail 3 0% 1 1%
Supermarkets C 0% 0 1%
Retall Warehouses C 3% 05%
Out of town Retal 0 1% 04%
SE Industnals 1 8% 1 9%
Other Industrals C 7% 1 9%
Self Storage 2 6% 22%
Leisure 0 4% 08%
Residental 5 3% 69%
Other G 5% 1 0%
Total UK 24 5% 26 2%
Austna Retal 0 2% 0 3%
Austna Offices 0 9% 0 8%
Austna Residential 1 7% 1 8%
Belgium Retail C 3% 06%
Belgium Cffices 20% 4 0%
Belgum Residential C 0% 00%
Belgum Logistics 0 5% 1 1%
Central Europe Retall 0 8% 0 7%
Central Europe Offices 0 7% 0 7%
Central Europe Industnal G 5% 0 8%
Central Europe Other G 9% 02%
Denmark G 0% 00%
Finland Retall 29% 25%
Finland Offices 19% 34%
Finland Other 0 5% 07%
France Retail 420 1 8%
France Offices 4 4% 2 2%
France Residential 02% 00%
France Logistics 3 6% 1 6%
France Other 1 4% D 1%
Germany Retal 2 5% 3 7%
Germany Offices 5 7% 53%
Germany Residennal 52% 83%
Germany Logistics 1 8% 21%
Germany Othes 09% 0 8%
Greece Retail 00% 0 3%
Greece Offices 00% 03%
Italy Retail 4 5% 2 6%
italy Offices 32% 2 8%
Italy Logistics 0 1% 0 3%
ltaly Other 0% 01%
Netherlands Retail 1 0% 1 9%
Netherlands Offices 0 7% 1 5%
Nethertands Other 0 6% 09%
Norway 4 6% 2 7%
Portugal 00% 00%
Russia Q2% 03%
Spain Retall 0 4% 0 6%
Spain Other 0 1% 03%
Sweden Retail 3 B% 25%
Sweden Offices 79% 6 8%
Sweden Industnal 2 4% 2 1%
Sweden Other 1 9% 21%
Switzerland Retail 0 1% 03%
Switzerland Offices 0 1% 13%
Swizedand Cther 0 1% 0 &%
Cther averseas 0 1% 03%
Total 100 0% 100 0%

. S
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This pattern of a dramatic, macro event driven sell off
followed by an even stronger recovery was to repeat itself
twice more before the year end In Novernber, as the Insh
debt crisis took hold, small cap property stocks sold off

-8 7% in the month, only to recover +13 3% in
December More recently, events in Japan, North Africa
and the Middle East resulted mitially in sell offs followed
by stronger recovenes Qver the last two months of the
financial year, small cap property stocks rose +5 8% In
sumrary, the investment backdrop for the fund over the
year was a steadily appreciating underlying real estate
asset class (reflected in equity pnces) punctured by
intermittent and quite violent sell offs Valuable lessons
were learned from the May 2010 correction and the
appropnate strategy was to remain flexible, partcularly in
relation to gearng both on balance sheet and on a see-
through basis

Investment Activity

Investment turmover (purchases and sales divided by
two) was £58 5m which equates to 41 2% of the
average investments (over the year) of £141 9m This
figure 15 much lower than that reported for the twelve
months to March 2010 (over 90%) and reflects in
particular the Board's decisien that the small cap index
constituents review was conducted annually as opposed
to quarterly A summary of the benchmark constituent
methodology 1s contained in the Report of the Directors
As stated n the perfarmance section above, the pernod
was one dominated by improving investor appetite for
the asset class but one punctured by brief perods of
great volatihty My response was to maintain a modest
level of geanng throughout the penod which fluctuated
between 5%-13% The reduced levels of turnover also
reflect the fact that there were far fewer new investment
apportunities 1n the penod Whilst 2008 saw a
tremendous number of rescue nghts issues (to repair
balance sheets), these continued on into the first half
of 2009 but then evolved into proactwe (rather than
reactive) capital raisings for opportunistic acquisitions In
the year to March 2011 we saw none of the former and
only a handfu! of the latter This was partly investrment
indigestion (the need ta get the capital raised out to
work) but also investor reluctance to fund ‘blind’ cash
pools particularly after such a record breaking reflationary
period for asset values Development Secunites,
Shaftesbury and Helical Bar all raised opportunistic
capital through nghts 1ssues or placings In the case of
Development Securities and Hehcal Bar, share prices
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have subsequently performed poorly reflecting the
paucity of attractive investment opportunities in which to
deploy the capital The other side of this coin is of course
that distressed sellers were (and still are) fewer than
expected In all other instances, rasings have had a clear
purpose, Songbird (to repay expensive debt), Deutsche
Euroshop (buying a shopping centre 1 Hamburg),
Conwert (to buy its partially owned subsidiary ECO) and
TAG (acquinng a larger competitor Coloma) Interestingly,
what we did see was several examples of private equity
investors placing therr holdings in hsted companies In
June and October, Qaktree placed 23% of Deutsche
Wohnen (their entire position in the stock) We
participated in the placings, beliewing that the perceived
stock overhang had been lified In the UK, Safestore, the
self storage operator's share price benefited from the
placing of Bndgepoint's final 18% stake Again we
participated for the same reason

Our periods of greatest actvity surrounded the volatility
spikes 1n May, Novemnber and more recently in March this
year Whilst we were mimble enough to reduce geanng
appropnately, the recoveries in sentiment were even
faster and opportunities to buy on share price weakness
were often brief windows The December rally being a
case n pont

Largest Equity Investments

The table on page 37 shows the top 20 holdings as at
the year end For comparative purposes the same table
for the previous year 15 included As flagged in Investment
Activity, turnover has fallen and hence the broad shape of
the portfolio has been maintaned over the penod Last
year | identified the Scandinavian region as likely to be an
economic outperformer and that has been the case with
CDP growth of 5 5% in 2010 (source OECD) As
importantly, there are a significant number of property
companies n the region operating with above average
leverage and a higher proportion of floating rate debt,
ideal beneficianes of improving economic conditons with
low (for the moment anyway) policy rates Exposure to
Sweden, Norway and Finland collectively increased to
over 25% of the portfolio and 7 ndwidual stocks feature
in the top 20 holdings Particular increases in exposure
were to Norwegian Properties (prime CBD offices in Oslo
and Stavanger) and Sponda (Helsinki focused portfolio)

Gwen the angoing 1ssues across much of the Eurozone, 1t
will come as jittle surpnse that | increased the exposure,
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where possible, to German assets Cermany's econormic
performance continues to dnve forward at an impressive
pace (particularly when compared to the Club Med group
of southern European countnes) However, very hitle
German commercial property s owned by listed
companies (it remains dominated by open-ended funds)
QOur 10th largest position 1s now Deutsche Euroshop and
this 15 a stock in which we had a nil position twelve
months earlier Whilst there have been no changes 1o the
overly conservative strategy (and management) of this
business over the year, | increasingly wanted access to
improving German consumer confidence and this
company owns 15 shopping centres n Germany {(and

3 1in Poland) Although just outside the top 20 positions,
our holding in Deutsche Wohnen, Germany's largest listed
residential fandlord, equates to 1 9% of net assets and Is
a new holding this year Together with our longstanding
position in Alstna {prnmarnly Hamburg offices), our
German holdings total around 9% of net assets Added to
this, on a 'see-through’ geographical exposure basts,
would be Hansteen's portfolio of German industnal
{which account for 70% of their assets) and a key reason
for holding that stock. The large ncrease in exposure to
our only ftalan listed company, Beri Stabil was also
partially ‘top down’ dnven Again, we began to feel more
comfortable with lialy's expected economic performance
and this company pnmarly owns very good quahty retail
and office property focused on Milan and Northern Italy —
the submarkets we wanted o get access to

Whilst the overall UX exposure dropped from 34% to
30% of the portfolio over the year, the focus on the
Greater London area increased There was additional
investment in our core London holdings, Great Portland
Estates and Shaftesbury (our second and third largest
investments) together with new positions opened In
Workspace and Capital & Counties Workspace which
owns a 55 million sq ft portfolio of business space across
the capital has undertaken impressive corporate
rehabilitation over the last 18 months We last owned the
stock in December 2007 A nghts 1ssue in December
2009 coupled with a (partial) change of sentor
management and more recently a restructurnng of therr
largest joint venture ponted to a stabilised business
focused excluswely in Greater London business space
The holding grew rapidly and 1s now 1 9% of assets
Capital & Counbes, spun off from Liberty International,
owns both the Earls Court and Olympia exhibtion venues
as well as being the largest retail landlord in Covent

f SIGMA SHARES

Garden We expect progress on the development plans at
Earls Court to be announced later in 2011 Residennal
values n Londen continue 10 nse and this site would
have strong international investor appeal However, UK
residential prices are generally only nsing 1n London and
the South East and over the year we have reduced our
broad UK residential exposure with the Grainger position
more than halved

Distibution of Assets

The table on page 31 explains the 'see-through’ by
country and sub-market and 1s set against the equivalent
for the benchmark. Whilst exposure to the UK has
dropped over the year, the portfolio remains overweight
where expected West End office and retall, Docklands
{our holding in Songbird), South East industnal and self
storage Our UK residential exposure has dropped sharply
from 12 8% last year to 5 3% In town, retal (outside of
Londan) has fallen from 3 6% to 3 0%, again reflecting
our concerns over consurmer behaviour as public secter
employment falls, whilst taxes, food and petrol prices nse
However, cn the Continent, our retall exposure has
increased and the fund remains overweight retail versus
the ndex

In the cffice sector, the only geographical submarkets in
which we are overweight are the UK (Just London),
France (almost entirely Paris), Norway and ltaly (virtually
all Milan) | mentioned last year the reduction in exposure
to the Brussels office market and this strategy has
continued

The Central European exposure which was heavily
reduced in 2008, remains Iimited today Whilst we are
beginning to see improving underlying tenant demand in
certain markets (Polish retad), we are yet to see
appropnate vehicles through which we can get suttable
exposure Investors are still smarting from the
Inappropnate structures and balance sheets of the
multitude of AIM listed property vehicles launched
between 2005 and 2007

Revenue

| noted in the intenm report that | had adwvised the Board
that revenue earnings for the year would be n the region
of 2 3p per Sigma share | am pleased to report that we
exceeded that forecast with earmings of 2 57p The
revenue within the Sigma share class 1s more evenly
spread over the year than the Ordinary share class and a
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number of companies surpnsed us positively in the
second half Of particular note was our largest holding,
Eurocommercial Properties who pay an annual dwvidend
In November They increased the dividend by 2 25%
which was greater than we had anticipated in our
forecast In fact, within the portfolio, there were very few
companies that disappointed us with therr iIncome
statements or dwidend distributions As noted in last
year's report, cashflows, particularly amongst our
Continental holdings were aided by high levels of floating
rate debt which led to reduced mterest rate bills as central
banks kept policy rates artificially low over the penod The
other significant contnbuting factor in the second half of
the year was the impact of a number of our Swedish
holdings These companies are generally amongst the
first to distribute between late March and early Apnil

thus crossing the ‘cusp’ of our year end The strength of
the Swedish Krena made a positive contribution with
dwmidend income worth 7% more (n Sterhing than twelve
months previously

Whilst cur expectations were exceeded, an explanation as
to why the earnings of 2 57p per share were lower than
the previous twelve month penod (3 06p per share) is
required Please note that the reasons were flagged in the
Revenue Expectations section in last year's Report but are
worthy of repetiion In the year to March 2010, earmings
were flattered by several tems which were not expected
to recur The first was that a number of UK property
comparnues chose to pay a second intenm dividend (in
leu of a final dwidend) ahead of that new tax year and
the change in personal income tax thresholds m April
2010 This had the effect of pulling income from
2010/11 back into 2009/10 This amounted to
approximately O 2p per share of post tax income Of
greater importance to the income in that penod was the
successful VAT reclaim on management fees as well as
underwnting income These non-recurnng items added
just under O 5p per share to income in that year
Combined, this O 7p 1s close to the difference this year

Revenue Expectations

The earmings for the last financial year were better than
expected The reasons behind those improved figures,
such as base rates remairung lower for longer than
anticipated, will continue to flatter the income statements
of many property companies — if such low interest rates
persist However, with more than 60% of the income of

34 TR Propeny Irvestment Trust

the fund coming from the Eurozone and Scandanavia
where the interest rate tightening cycles are already
underway we must reflect that impact 1n our earmings
expectations Set aganst that potential negative impact is
the fact that almost every Continental holding enjoys the
benefit of annual Indexaton of underying rents The
levels of indexation vary hugely across subsectors and
markets but we remain confident that this will be a
positive contribution The greatest unknown is the impact
of currency volatility Unlike the Ordinary share class,
Sigma’s income 1s spread more evenly across the year {as
opposed to being predominantly earmed in the first
quarter of the financial year) and with the majonty
coming In the form of non Sterling dmvidends, accurate
forecasts are harder to make On balance, we expect
dividend payments to be broadly in ne with the current
year but with the substantial caveat that currency levels
(which helped boost our Sterling eamings In the last
quarter of the year just past) could have the opposite
effect in the future

As flagged earlier in the manager's statement we
continue to hunt for those markets which are exhibiing
signs of rental growth and equilibrium in the balance of
supply and tenant demand In the event that the
transrmussion of estimated rental values into hard
cashflow exceeds our expectatons then this will of
course ultmately boost earnings

The payout ratio reached 849% this year The cautious
approach of previous years has ensured a stable but
growing dividend This payout ratio has the capacity to
increase further If our confidence in underlying rental
markets continues to improve

Cash, Gearing and Debentures

Sigma has a £10m share of the Group facility wath RBS
and a £2 85m share of the remaining debenture The
total debt availabihity is therefore currently £12 85m

Based on sharehaolders’ funds of £139 8m, these facilities
represent a maximum external geanng of around 9% The
geanng was 8% at the full year and ranged between

13% in Apnl to 5% in August The debt position has
been actively managed

Post the year end, a two-year £30m borrowing faciity
has been agreed with ING, the Sigma share of this facility
Is £6 Om
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Alongside the geanng figure on the balance sheet we also
calculate the ‘see-through loan to value’ which adds the
proportionate debt of all our equity investments to our
own balance sheet net debt This figure 1s 56 3% and the
equivalent figure for the benchmark is 52 5% These
statistics highlight that as the fund continues to hold a
number of lower beta small compantes, which have less
than average gearing, this reduces our overali ‘see-
through’ geanng

Management Changes

On a personal note, | would like to thank Chns for all

hus help and guidance over the last fourteen years His
depth of knowledge and experience 1s unparalleled

The Chairman has commented on the continuity of your
management team James joined Chris and 1in 2002

He has warked extremely closely with me on Sigma since
launch 1n 2007 | am delighted that he will become the
lead manager on the Sigma share class

Marcus Phayre-Mudge
Fund Manager — Sigma Share Class

SIGMA SHARES
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Sigma Share Class Portfolio

( ) rDistnbmmn of investments 2011 2011 2010 2010
as at 31 March 2011 £000 % £°000 %
UK Secunties
~ Quoted 45,141 300 45,795 343
European Secunbes
- Quoted
France 16,085 10.7 14,831 i1
Netherlands 15,928 10.6 15,464 116
Sweden 24,129 16.1 21,016 157
Germany 12,915 8.6 6,237 47
Other 35,276 23.4 30,214 226
- Fixed nterest 834 06 - -
Total investments 150,308 1000 133,557 1000
e /N
/Changes in Investments Valuaton Appregiasan/ Valuation
as at 31 March 2010 Purchases Sales (depreciation) 2011
£'000 £'000 £000 £'000 £000 %
Austna 9,461 1,758 (3.152) 1,690 9,757 65
Belgium 4,200 3,578 (3,844) 325 4,159 28
Finland* 7,420 2,710 (2,123) 536 8,543 57
France 14,831 2,549 (3,469) 2,174 16,085 107
Germany* 6,237 13,810 (9,143) 2,715 13,619 91
Creece 793 - (564) (229) - -
italy 1,626 4,191 (233) 348 5,932 39
Luxermbourg 3,064 293 (1,817) (283) 1,157 o8
Netherlands 15,464 4,849 (8,320) 1,935 15,928 106
Norway 3,650 2,773 (530) (571) 5,322 35
Sweden 21,016 10,467 (15,209) 7,855 24,129 161
Switzerland - 218 (48) 266 436 03
Continental Europe 87762 47,196 (46,552) 16,761 103,167 700
UK — equites 45795 10,554 (12,221) G613 45,131 300
133,557 58,150 (58,773) 17,374 150,308 1000
\*mdudes fixed interest investments

~
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g ™
Top 20 Holdings at 31 March 2011
% of total equity
Secunty Holding value i £'000 portfolio value
Eurocommercial Preperties 11,155 74
Creat Portland Estates 8,227 55
Shaftesbury 6,436 43
CA Immaobilien 5,667 38
Hufwdstaden 5,335 36
Nonwegian Property 5322 35
Fabege 5127 34
Alstna Office 4,933 33
Sponda 4,508 30
Deutsche Euroshop 4334 29
Kungsleden 4,221 28
Conwert mmotslien 4,090 27
Castellum 4073 27
Bens Stabih 3,937 26
Citycon 3,905 26
Tour Eiffel 3,545 24
Fonciére Pans France 3,228 22
Befimmo 2,976 20
Vasined Retait 2,881 19
Workspace 2,830 19
The value of the largest twenty holdings at 31 March 2011 1otalled £97m and represented 65% of the portfolic )
\.
/Top 20 Holdings at 31 March 2010 N
% of total equity
Secunty Halding value in £'000 portfolio value
Eurocommercial Properties 9,137 68
Creat Portland Estates 7,204 54
Conwert Immobihen 6,376 48
Fabege 5,900 44
Citycon 5,344 40
Vastned Retadl 5,241 39
Crainger 5013 E3:)
Hufvudstaden 4,737 36
Alstna Office 4,109 31
Hansteen Holdings 3,891 29
Unite Group 3,705 28
Norwegian Property 3,650 27
Castellum 3,474 26
Big Yellow 3,347 25
CA lmmobhen Anlagen 3,085 23
Prologis European Properties 3,064 23
Foncigre Pans France 300 23
Shaftesbury 2,744 21
Foncigre des Murs 2,420 18
Kungsleden 2,236 17
The value of the largest twenty holdings at 31 March 2010 totalled £88m and represented 64% of the portfolio
(N S
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Sigma Share Class Investment Portfolio by country

as at 31 March 2011

Market value Market value
£'000 % £'000 %
Austna Sweden
CA Immobitien 5,667 38 Hufvudstaden 5,335 35
Conwert Immabilien 4,090 27 Fabege 5,127 34
9757 6.5 Kungsleden 4,221 28
: - Castellum 4,073 27
Belgium Klovern 2,426 16
Befimmo 2,976 20 Ljungberggruppen 1,589 11
Warehousing & Oistnbution 920 a8 wihlborgs 1,358 09
Wereldhave Belgium 363 02 24,129 161
4.259 18 Switzerland
Finland Allreal 436 03
Sponda 4,508 30
Citycon 3,905 28 436 o3
s.A13 56 United Kingdom
’ ) Great Portland Estates 8,227 55
France Shaftesbury 6,436 43
Tour Eiffel 3,545 24 Workspace 2,830 19
Fonaiére Pans France 3,228 22 Capital & Counties 2,779 18
Foncigre des Murs Managers 2,442 16 Hansteen Holdings 2,524 17
Argan 1,890 13 Big Yellow 2384 16
CF! Compagrue Fongére 1,706 1 Safestare Holdings 2,380 i6
ANF 1,569 1] Grainger 2,289 15
Terreis 779 05 Helical Bar 1,886 12
Altarea 507 03 Development Secunties 1,630 T
Fonciere Europe Logisuque 319 02 Quintain Estates & Developments 1,507 10
Local Shopping REIT 1,320 09
16,085 10.7 Conygar Investrment 1,202 08
Germany CLS Holdmngs 1,027 07
Alstnia Office 4,933 33 Songbird Estates 1,018 07
Deutsche Eureshop 4334 29 Town Centre Secunties 948 06
Deutsche Wohnen 2,631 17 Unite Group 768 05
TAG 759 05 St Modwen Props 737 05
Hahn 258 032 Wichford 718 05
Max Property Group 363 02
12,915 8.6 Terra Catalyst 347 02
ftaly Rugby Estates 328 02
Ben Stabil 2,937 26 Capital & Regonal 320 02
Immotiliare Grande Distnbuzione 1,995 13 Orchid Developments 272 02
Triraty Captal 258 02z
5.932 39 Prmary Health Properues 257 02
Luxembourg Pactolus Hunganan 198 ol
Prologrs European Properties 1,157 08 McKay Secunties 125 01
Nanette Real Estate 62 o0
1,157 08
45,141 300
Netherlands
Eurocommercial Properties 11,155 74 Fixed Interest
vastned Retall 2,881 19 TAG 6 5% 10/12/15 704 05
Nieuwe Steen 1115 08 Ciiycon 4 5% 02/08/13 130 01
Vastned Offices Industnal 777 05 834 06
15,928 106 Total portfolio 150,308 100.0
Norway
Norwegian Property 5322 35
5.322 35
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Twenty Largest Equity Investments — Sigma Portfolio

Shareholding Value

% of investment pertfolic
% of equity owned

Share pnce at

31 March 2011 (2010)

Comment
Note Market caps, yields and share pnce retuns all at end March 201 1

Eurocommeraal Properties

(France)

£11 16m (£9 14m)
749% (6 5%)
09% (0 9%)
€5496 (€29 51)

Based m London and hsted in Amsterdam, with Dutch REIT status, the company 1s a
specalist shopping centre investor operatng n Northern laly (38%), France (37%)
and Sweden (25%) The company management team 1s welkregarded in the secior
and owns a meanngful shareholding ECP raised €98 8m through an accelerated
equity offenng in Navernber 2009 successfully using she proceeds for two acquisibons
(in France and Northem ltaly) and the Vix6 development in Sweden The loan to
value ratio 15 41% and the five year total shareholder retum has been 43 706

Great Portland Estates
(19

£8 23m (£720m)
5 5% (5 4%)

0 7% (0 7%}
385 8p (314 0p)

Trus Central London office investor and developer, operates E1 5bn of property with
exposure to West End and City Offices and Retail (77% and 23% respectvely) Simulary
10 other West End focused companies, the group 15 mainly exposed to refurbishment
actity, although it does have a large City office tower in the pipeline In total, the group
has 1 9m sq ft of near term developments and a further 1 2m sqft of longer term
space Despite a competitive investment emvronment the company has made £320m
of commiments since the nghts 1ssue i May 2009 These acquisiaons are up 179% 10
value in 78 month average hold penad The group remains committed to recyding
capital and the strong balance sheet (33 8% LTV) prowides firepower for future
acquisitons The five year total shareholder retum has been 22 0%

Shaftesbury
(UK

£6 44m (£2 74m)
4 3% (2 1%)

0 5% (0 3%)

473 1p (385 Op)

A speqalist nvestor 1 the West End of London with a £1 5bn portfolio split across
Retal/Restaurant (70%), Offices {20%) and Residential (10%}) The group continues to
benefit from weak Stering winch 15 enticing foreign consumers to the iconic West End
As a result, vacancy of 4 5% rernamns low The group s largest development, Longmartim,
completed in Q4 2010 and was 87% let as of 31/01/11 Following the recent £102m
plaang, the group has ¢ £160m of avallable resources for future acquisihons and a very
fow 32 3% loan-to~value rato The five year total shareholder retum 1s 29 0%

CA Immoblien
(Austna)

£567m (£3 09m)
3 8% (2 3%)

0 59 (0 4%)

€13 00 (€3 90)

Vienna listed commeraal property investor and developer with a €5bn portfolio located
n Austna {15%), Germany 42%;) and Eastern Europe (43%) In March 2010, it
launched a takeover on the 37% minonty shareholders in CA Immie Intemational
{hsted subsidiary holding the Eastem European portfolio) at a 30% discount to NAV

A few months later 1t successfully acquired Europchis, an Eastern European property
group at an attractive prnce Europolis has a good quality portfolo valued at €1 Sbn and
has secured strong partnerships with EBRD AXA and Union invest These transactions
have been earmings and NAV accretive and rebatanced the portfclio towards more
ncome producing assets {90%;) and offer cost synergies potenbtial The loan-to-value 15
56% Five year iotal shareholder retum has been -37 1%

Hufvudstaden
(Sweden)

£5 34m {(£4 74m)

3 6% (3 5%)

0 4% (0 4%)

SEK 7505 (SEK 61 25)

A focused Swedish property group with a SEK 20bn portfoho of pnme assets located
in Stockholm (90%) and Cothenburg (10%) Hufvustaden 1s principally exposed ©
retall stores (459} and office buldings (48%) The portfolio 1s pnme by rature with
a limited 5% vacancy rate and has expenenced a sustained rental growth over the
past few years The group remains finanaally robust wath a very low net loan-tovalug
rato of 18% and interest coverage ratic muluple of 8 5x The five year total
shareholder teturn 5 52 1%

Norwegian Property
(Norway)

£532m (E3 65m)

3 50 (2 7%)

0 9% (O 5%)

NOK 10 15 (NCK 12 40)

Following the sale of its hotal dvision (38% of the perifolio) in 2010 Norwegian
Property has become a pure play on the attractive Norwegian office market The
company has a portfolio of high-quality cenirally located properties in Oslo (85% of
the portolio value) and Stavanger The disposal of the hotel porifoho in combination
with nsing propenty values have de nsked the balance sheet suucture, reduang the
LTV from 77% to a more conservative 61% With a solid occupauonal market and
growng rents NPRO can now focus on valuecreating refurbishing projects The total
shareholder return since listng has been -75 9%

Fabege
{Sweden)

£5 13m (£5 9m)

3 4% (4 4%)

0 5% (0 8%)

SEX 68 20 (SEK 48 80)

Fabege 15 a Swedish reat estate nvestment campany focused on the Stockholm office
market which should benefit from a strong rental outlock. Folowing the sale of non-
core assets some 60% of the SEK 27bn portfolio 1s now located in the central part of
Stockholm, and the remaining 4436 in the nearby suburbs Solna and Hammarby
Siostad The loan to value stands at 62% with an average debt duraton of 5 years
which 5 deemed long by Swedish standards In addiion Fabege appears to benefit
from strong banking relatonships as ewdenced by new credit faclines secured at a
100bp margin The sub-optimal interest rate hedging raha {47%) should be offset by
increasing revenues fram indexation, uplifts on rent renegatiatons and newly delvered
development schemes The five year total sharebolder retum has been 15 7%
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Twenty Largest Equity Investments — Sigma Portfolio contnved

Shareholding Value

% of investment portfoliot
% of equity owned

Share pnce at

31 March 2011 (2010)

Comment
Note Market caps, yelds and share pnce retums all at end March 2011

8 Alstna Office REIT E493m (E4 1 1m) Alstna 1s the largest REIT in Germany It owns & high-quality office portfolio of 73
(Germany) 330 (3 1%) properues valued at €1 4bn 50% of the pertfolio is located 1n Hamburg {mostly let
08% (1 0%) to the City of Hamburg) and benefits from an average lease length of 8 years in the
€381 (£326) first quarter 2011 the majority shareholder Natius Activa substantially reduced its
shareholding in Alstria thereby increasmg the company free float to 77% The
company also used the relatve strength of ts share price to raise £€95m fresh equity
for value-add asset acquisiions (€67m already nvested at a 7% yeld} The loan to
value rate now stands at 56% The total shareholder retumn has been 28 2% since
the IPO n Apnl 2007
9 Sponda £451m (£2 0Bm) A property group with a €2 7bn portfolio 1 Finland (93%), Moscow (6%) and
(F:n1 and) 30% (1 6%) St Petersburg (19) across retall, logistics and offices assets After strengtherung s
0 5% (0 3%) balance sheet over the past 3 years Spondz has returned on the buy-side in Q1
€401 (€309) 2011 with the acquisttion of the Fenma Quarter (€122m) 85% of Spanda portiolio 1s
now located in the Helsinki Metropalitan Area In November 2010 the Finmish state
sold down part of ther stake to }4% (from 33%) which increased the mwvestable
market capitalisation of the company The loan to value is at 54% The five year total
shareholder retum has been -2 7%
10 Deutsche EUI’OShOp £433m (E1 77m) A pure shopping centre owner (18 assets valued at €3 3bn) n Germany and Central
(Germa ny) 29% (1 3%) Europe The company 1s extemally by the well-regarded ECE group has a prudent
04% (0 2%) Investment strategy Deutsche Euroshop 1s defenswely positioned thanks to a prudent
€26 95 (€23 85) balance sheet structure (LTV 47%), long lease contracts (7 years) and a sub-1%
vacancy rate The five year tota!l shareholder return has been 20 3%
11 Kungsleden £422m (£2 24m) A Swedish property company with a SEK 21 5bn portfolo of 592 propertes The
(Sweden) 28% (1 7%) portfolio 1s split between commercial property (45%), public buldings (such as
0 5% (O 3%) retirement homes and schools) and 7% maduler buildings The lease maturty on the
SEK 62 00 (SEK 56 25) portfolo of 7 years is longer than most Swedish peers In 2010 the company
reinforced 1ts asset rading strategy by selling SEK 3bn assets and buying SEK €bn
(including the Nordic & Russia portfolio yielding north of 10%) The loan-tovalue
1ano 15 65% and the five year total shareholder retum is 4 4%
12 Conwert Immoabilien £409m (£6 38m) Vienna !isted residential investor with a €3 3bn portfolio located in Austnia (50%)
( Austr a) 2 7% (4 8%) Germany (45%) and concentrated on the residential (56%), Office (33%) sectors
0 5% (0 9%0) The company focuses on captunng a significant rent reversionary potential and
€1166 (€9 16) disposing mature assets matnly on a urut-by-unit basis (€686m dispasals were camed
out I total n 2009/10 at 11% premum to far value) In 2010 Conwert successfully
completed a mandatory offer an therr 25%-owned subsidiary Eco Business 1n a NAV-
accretve transaction The loan io value 15 at 59% but with a notably long-dated debt
(11 year average matunty), mostly in the form of mortgage loans with local banks
The five year total shareholder retum has been -17 3%
13 Castellum £407m (E3 47m) Based 1 Gothenburg, Castellum owns a SEX 32bn med portfoho of tugh yielding
(Swed en) 2 7% (2 6%) assets located in Cenwal and Southem Sweden The property portfolio per type
0 3% (0 3%) consists of 66% offices/retail, 31% logisucs/industnal and 3% development/land
SEK 91 80 (SEX 72 50) Castellum manages tts propertes actively through six local subsidianes At 50%,
leverage 15 relatvely low by Swedish standards We applaud the campany’s pragmatic
approach to fixing part of their floatng debt {which has benefited the P&L greatly as
interest rates were falhing) as interest rates are now expecied to increase markedly for
2011/12 The five year shareholder total retum has been 39 0%
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Twenty Largest Equity Investments — Sigma Portfolio contnved

Sharehalding value

% of investment portfoliot

% of equity owned
Share price at

31 March 2011 {2010}

Comment
Note Market caps, yields and share pnce retums all at end March 2011

14

Bern Stabili
(ltaly)

£354m (£162m)
26% (1 2%)
0 3% (G 1%)
€073 (£072)

A pure Itahan office player with a €4 5bn portfolo in Milan (38%) and Rome (10%)
The group was histoncally a passve real estate owner but this changed with the take-
over from Fenciére des Regions (which controls 51% of Bem Stabil) The group now
embraces a more cash flow focussed model and has become a SIIQ (Italian REIT) in
January 2011 The adoption of the tax-transparent regime should boost BNS recurning
eamings by 50% n 2011 This new model includes a more systematc disposal of
low-yielding assets and €330m development pipeline which should dnive hugher
property returns The portfolio 15 deemed to be low nsk wath gaod quality assets and
nearly half of the rents secured through long leases to Telecom ltaha The loan-to-
value 1s 49% The five year total shareholder retum has been -9 9%

Citycon
(Finland)

£391m (£5 34m)
269 (4 (%)
0 6% (0 9%)
€3 23 (€294)

Citycon 15 a specialist Nordic shopping centre snvestor wath a €2 2bn portfolio in Finland
(66%}), Sweden (27%) end the Balucs (7%) The company has a domiant pasiton in
Finland, owning 22% of the Finrush shopping mall market Citycon's portfolic 1s mainky
exposed 1o the resitent food retall sector through its Kesko tenant accounting for 23 2%
of rental ncome The loan to value rate s 61% Citycon 15 48%-owned by Gazit-Globe,
an actve global shopping centre investor which adds a speculative upside nsk to the
company The five year wtal shareholder retum has been 4 2%

Tour Eiffel
{France)

£3 35m (£2 09m)
2 4% (1 6%)
119% (C 7%)

€65 00 (€52 01)

Tour Eiffel has a portfoho valued at €1bn equally spht between the Greater Pans
region and French provincial aties The asset mix 1s Offices (529%), Business parks
{30%) and hght industnals (18%) The high yielding nature of the portfolio together
wath a moderate cost of debt makes Tour Eiffel an attractive dividend play The qualiy
of the portfolio has improved (62% of buldings are new or delivered aver the past
10 years) The company 1s 10% owned by its management team which 1s a posiive
The loan to value 15 60% The five year total shareholder return has been 2 5%

Fonciere Pans France

(France)

£3 23m (£301m)
2 2% (2 2%)
19% (1 5%)
€10789 (€102 40)

Commercial property investor and developer focused on the lle de France regron of
France The management team — headed by /P Dumorter, the Chairman of the
French RET federation —1s highly regarded 2010 was a transformational year as FPF
acquired the SAGI portfolio (€180m) in Cantral Pans on very attractive terms (yield
north of 8%) and raised €100m of equity to mantain 3 reasonable LTV level (35%0)
The portfolio now comprises 49 assets valued at £631m generating a gross yield of
8 2% Since (PO in March 2006 the total shareholder return has been 9 2%

Befimmo
{Belgium)

£2 98m (£190m)
2 0% (1 4%)

0 3% (0 20%)

€61 64 (€62 21)

Befimmo's portfolo of €1 9bn 1s fecused mostly on offices 1 Brussels and has a
sizeable development and refutbishment pipeline with a total cost of €183m over the
next three years One of the main atinbutes 1s the long lease duration of 91 years
and the strong exposure to public tenants (Belgian state and European commission)
The loan to value stands at 41% and the yield 1s 6 3% The five year total
shareholder retum has been 10 9%

Vastned Retall
{Netherlands)

£2 88m (£5 24m)
19% (3 9%)

0 3% (O 7%)

€51 65 (€49 39)

Pan-European retall real estate investor with Dutch REIT status Its €1 9bn hugh-
yielding portfolia 1s concentrated in the Nethertands (38%) Spain (21%), France
(219%) and Belgum (16%) The company also has exposure to Turkey and Portugal
As opposed to hsted pure Pan-Eurcpean shopping centre owners Vastned Retall has
43% of sts portfolio snvested in tugh street shops The merger of sister company
Vastned Office/Industnal means that Vastned Retail will now become intemaily
managed and potentally benefit from a stronger corporate govemance The loan to
value rate 15 41% and the five year total shareholder retum has been 12 2%

20

Workspace
(UK)

£2 83m (0 0m)
1 9% {0 0%)
09% (0 0%)
2725p (-)

Workspace prowides small-umit lsght industrial, studio and office space for rent to new
and small/medium businesses The group operates a ¢ £710m partfello sphit 75% w
Business Centres, 23% Industnal and 2% Storage Although vacancy of 15 6% 15 fugh,
it provides the potental for income growth as management reduces this to the ¢ 10%
trend level an the back of a continued UK recavery In additon, the low average rents
significant Londen focus and recent Blackrock JV further support the outlock for
ncome growth With a number of residential conversions coming on stream the group
is delivenng on s value-adding, change-of-use strategy However, the loar-to-value
ratio of 53 6% 15 high and the five year total shareholder retum has been -875%

Five year share price total retums are from Bloomberg using the period ended 31 March 2011, are expressed n local

currency and assume the reinvestment af net dvidends
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Sigma Share Class Statement of Comprehensive Income

for the year ended 31 March 2011

Year ended 31 March 2011

Year ended 31 March 2010

Revenue Capatal Total Revenue Capual Total
Retum Return Return Return
£000 £000 £000 £'000 £000 £'000
Investment income
Investment income 4,610 - 4,610 4,940 — 4940
Other operating Income 14 - 14 483 - 483
Gains on investrments
held at far value - 17,190 17,190 - 44260 44,260
Total income 4,624 17,190 21,814 5423 44260 48,683
Expenses
Management and performance fees {692) (346) (1,038) (626) (313) {939)
Repayment of prior years’ VAT 14 7 21 104 68 172
Other expenses {161) - {161) (162) - (162)
Total operating expenses (839) (339) (1,178) (684) (245) (929)
Operating profit 3,785 16,851 20,636 4,739 44,015 48,754
Finance costs (300) (300) (600) {206) (206) (412)
Profit from operations
before tax 3,485 16,551 20,036 4,533 43,809 48,342
Taxation (274) - (274) (707) 817 110
Total comprehensive income 321 16,551 19,762 3,826 44626 48 452
Earnings per Sigma share
(note 9 on pages 75 and 76) 2.57p 13.25p 15.82p 306p 357% 38 79p
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Sigma Share Class Balance Sheet

as at 31 March 2011

SIGMA SHARES

201 2010
£000 £'000
Non-current assets
Investments held at fair value 150,308 133,557
Current assets
Debtors 7,295 4674
Cash and cash equivalents 1,176 1,582
8,471 6,256
Current liabilities {16,089) (14,387)
Net cutrent liabilities (7.618) (8131)
Total assets less current liabilities 142,690 125,426
Non-current liabilities (2,849) (2,849)
Net assets 139,841 122,577
Net asset value per Sigma share (see note 20b on page 88) 111.94p 98 12p
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Directors

q h
~— S
Peter Salsbury - Charrman

4 ™
. S/
Caroline Burton

' ™
N L/
Hugh Seaborn

- ™
\_ v
Paul Spencer

' ™
\. /

Richard Stone

Peter Salsbury, age 61, retred m 2000 as Chief Executive of Marks & Spencer plc ("M&5™) He now has a
Management Consultancy practice specighsing in Execuive Coaching and Strategy and s Chairman of Molten
Consultancy Dunng his 10 years on the Board at M&S his responsibilities included Commeraial Estates,

Retall Qperations, HR, as well as Sales and Marketing He also served on the Board of M&S Financial Senaces for 5
years He joined the Board of TRPIT in 1997, and succeeded as Chairman on 26 July 2004

Caroline Burton, age 61, joned the Board of TRPIT in June 2002 She jomed Guardian Royal Exchange plc's
Investment Department in 1973 and remained wath the group untl 1999 From 1987 she was Managwig Cirector
of Guardian Asset Management, and, from 1990 to 1999, Executive Director — Investments of the parent company
She 15 a non-executive director of Rathbone Brothers ple She 15 also a Member of the Management Committee of
Hermes Property Unit Trust. She adwises a number of pension funds and chanties

Hugh Seabom, age 49, joined the Board of TRPIT on 24 July 2007 Mr Seaborn 1s a Chartered Surveyor and

has considerable expenence in the property arena, he 1s currently the Chief Executive Officer of the Cadogan Estate
and a member of the Counal and Audit Commitiee of the Duchy of Lancaster From 2000 to 2009, Mr Seabom
was Chief Executive Officer of the Portman Estate and he 1s a past Charrman of the Westminster Property Association

Paul Spencer CBE, age 61, joined the Beard of TRPIT on 1 August 2007  Mr Spencer 18 Chairman of State Street
Managed Pension Funds Ltd, the Rolls-Royce Group plc Pension Fund, the BT Pension Fund and the BA Pension Funds
He also sits on the Boards of WPP Group plc (where he charrs the Audit Committee) and Nipponkoa Insurance Group
{Eurcpe) Ltd He s Charman of the TRPIT Audit Comimittee

Richard Stone, age 58, was Deputy Charman of Coopers and Lybrand ("C&L"} and 1 1998 became a member of
the Global Board of PncewaterhouseCoopers unt! he jomed the TRPIT Board i1 2000 He headed up C&L's Corporate
Firance Practice in the UK and Europe, and was also an Insolvency Practtioner He bnngs a broad base of business,
financial and property expenence to the TRPT Board He 1s now a Senior Independent Director of Halma plc, a non-
executive dwector of Candover Investments plc and a non-executive director of Gartmare Global Trust plc He 1s the
Senior independent Directer for TRPIT

All directors are independent of the manager and are members of the Audit Commuttee
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Managers
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Chns Turner
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Marcus Phayre-Mudge

e ™
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James Wilkinson
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Jo Elhott

7 ™
- v
George Gay

s ™
- J/

Angelique Ello

THE GROUP/COMPANY

Chns Tumer, Fund Manager — Ordinary Share Class up to 31 March 2011, age 65, has been the Fund Manager since
1995 first at Henderson Global investors then, since October 2004, at Thames River Capital, when he joined as head of
propeny investment. Between 1969 and 1977 he worked in the investment property dasion of Sirutt & Parker qualfng as
a Charered Surveyor in 1970 He was a property share analyst and subsequently a Director of UK Equites with Lamng &
Cruckshank from 1977 1o 1988 and held smdar roles with BZW from 1988 t0 1995 In 1995 Chns joined Henderson as &
Director of the Investment Management dvision and was appointed the fund manager of the Trust In 1999 he was also
appointed head of Henderson s Public Property Markets Team Cunng tis penod as fund manager, the Trust won numerous
investrment trust performance awards from Bloomberg, Money Observer, What Investment, Moneywise and Property Week.

Marcus Phayre-Mudge, Fund Manager — Sigma Share Class up to 31 March 2011 — Fund Manager Ordinary Share Class
fram 1 Apnl 2011, age 43 He joined Chns at Henderson Global nvestors i January 1997, smibally managing the direct
property partiolio within the Trust and latterly focusing on real estate equities, managing a number of UK and Pan
European real estate equity funds in additon to activies i the Trust Marcus moved with Chns to Thames River Capitad
n October 2004 where he 1s also fund manager of Thames River Property Growth & Income Fund Limited Prior to
Jjowning Henderson Marcus was an mvestment surveyor at Knight Frank {1990) and was made an Associate Partner in
the fund management dvision {1995) He qualified as a Chartered Surveyor in 1992 and has a 85¢ (Hons) i Land
Management from Reading University

lames Willanson Fund Manager — Sigma Share Class from 1 Apnl 2011, age 38 James jomned the Trust's team at
Henderson in October 2002, waking responsibility for the direct property investments He was also a portfolio manager and
member of the propeny secunties team at Henderson James moved with Chns and Marcus to Thames Rover Capital in
October 2004 gradually increasing his involvement in the equites component of the Trust James was appointed deputy
fund manager of the Thames River Property Growth & Income Fund in 2007 and 15 currently the: lead fund manager for
the Thames River Real Estate Secunties Fund Prior to joining Hendersan he was Associate Partner at Healey & Baker
Investment Managers where he spent six years James qualified as a Chartered Surveyor in 1998 He has a BA (Hons) in
Philosophy from University of East Angha and an MA i Property Valuation and Law from City Unversity Business School

Jo Elltott, Finance Manager, age 49, has been Finance Manager since 1995, first at Henderson Glabal Investars then
since January 2005, at Thames Rwer Capital, when she joined as CFO for the property team She joined Henderson
Investers n 19935, where she most recently held the posinon of Director of Property, Finance & Operations, Europe
Prewiously she was Corporate Finance Manager wath London and Edinburgh Trust plc and pnor 1o that was an
investment/treasury analyst with Heron Corporation plc. Joanne has a BSc (Hons) in Zoalogy from the University of
Nottingham and qualfied as & Chartered Accountant with Ernst & Young in 1989

George Gay Direct Property Fund Manager age 30, has been the direct property fund manager since 2008 He joined
Fhames River Capital in 2005 as assistant direct property manager and qualified as a Chartered Surveyor in 2006
George was previously at niche City investment agent, Margan Pepper where as an investment graduate he gained
considerable industry expenence He has an MA In Property Valuation and Law from City University

Angehque Ello, Investor Relations, age 28, joined Thames River Capital in November 2007 as an admimstraton
assistant. She joined from Gilguiding UK, where she was PA to the Head of Finance & Business Development. She
graduated kom Middlesex Unwversity in 2004 wath a BA Hons i Poltical & Iniemational Studies with German She s a
fluent German speaker She deals wath investor enquines for the Trust 1n additen to wader portfolie administration
matters

Other members of Thames River Capital's Property Fund Management team tnclude Alban Lhonneur,
Daruel Winterbottomn and Paul May Further detatls can be found at www thamesnver co uk
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Directors’ Remuneration Report

Introduction

This report has been prepared n compliance with Part 15 of
the Companies Act 2006 and the targe and Medium-Sized
Companies and Group (Accounts and Reports) Regulations
2008 The report also meets the relevant Listng Rules of the
Financial Seraces Authonty and describes how the Board has
applied the pnnciples relating to diectors’ remuneration A
resolution to approve the report will be proposed at the AGM

Consideration by the Directors of Matters relating
to Directors’ Remuneration

Directors’ remuneration 1s reviewed annually by the
Management Engagement Committee which was formed
N Novernber 2006 and compnses the Chairman and all
directors of the Trust The Management Engagement
Committee last met in March 2011 At this meeting it was
agreed that there would be no change to Directors'
remuneration for 2011/12

Statement of the Company’s Policy on Directors’
Remuneration

The Board consists entirely of non-executive directors,
who are appointed with the expectation that they will
serve for a penod of three years Directors’ appointments
are reviewed formally every three years thereafter by the
Board as a whole None of the directors has a contract of
service and a diwector may resign by notice 1n writing to
the Board at any time, there are no notice penods The
Trust's policy 1s for the directors to be remunerated in the
form of fees, payable quarterly in arrears, to the director

personally or to a third party specfied by that director
There are no long term incentive schemes, share option
schemes or pension arrangements and the fees are not
specifically related to the directors’ performance, either
indmidually or collectively

The Trust's policy 1s that the fees payable to the directors
should reflect the time spent by the Board on the Trust's
affairs and the responsibilites borne by the directors and
should be sufficient to enable candidates of hugh caiibre
to be recruted The policy 1s for the Chairman of the
Board, the Chairman of the Audrt Committee and the
Senior Independent Director to be paid higher fees than
the other directors in recognition of their mere onerous
roles 1t1s intended that this policy will continue for the
forthcoming year

For the year ended 31 March 2011, directors’ fees

were paid at the annual rates of Charrman £70,000
{2010 EB5,000), Audit Commuttee Chairman and Senior
Independent Director £35,000 (2010 £30,000) and
Directors £30,000 (2010 £25,000) The actual amounts
paid to the directors dunng the financial year under review
are as shown in the table below

Retirement of Directors

All of the Trust's Directors are subject to retirement by
rotation in accordance with the Trust's articles of
association

e . ™
Amount of each Director's emoluments {audited)
The fees payable in respect of each of the directors who served during the financial year were as follows
31 March 31 March
201 2010
£ £
C M Burton 30,000 25,000
P L Salsbury 70,000 65,000
H Seaborn 30,000 25,000
P Spencer 35,000 28,333
R A Stone 35,000 30,000
P H Wolton (retired on 31 January 2011) 25,083 25,000
TOTAL 225,083 198,333
No other remuneration, compensaton or expenses were paid or payable by the Trust dunng the year to any of the
current or former directors
S/
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By order of the Board

John Crehan

For and on behalf of

Capita Company Secretanal Services
Secretary

10 June 2011

T3 Propery Irvestment Trust 47




THE GROUP/COMPANY I

Report of the Directors

The directors present the audited accounts of the Group and
thewr report for the year ended 31 March 2011 The Group
compnises TR Property Investment Trust plc (“the Company”
and or “the Trust”) and its subsidraries The Company has
two share dlasses, the Ordinary share dass and the Sigma
share dass The review of the business of the Company,
recent events and outlook are contained within the
Chaimman's Staternent, on pages 6 to 9, which forms part of
this Report of the Directors by reference

Status

The Company Is an imvestment company, as defined in
Section 833 of the Companies Act 2006, and operates
as an ;nvestment trust in accordance with Section 1158
of the Corporation Tax Act 2010 It s required to seek
HM Revenue & Customs’ ("HMRC") approval of its status
as an investment trust under the above-mentioned Section
1158 every year, and this approval will continue to be
sought. HMRC approval of the Company's status as an
investment trust has been received In respect of the year
ended 31 March 2010 The directors are of the opinion
that the Trust has subsequently conducted 1its affairs in a
manner which will enable it to continue to gain such
approval The Trust has no employees and the 'dlose
company’ provisions do not apply

Share capital

At 31 March 2011, the Company has two classes of share
Ordinary shares of 25 pence each and Sigma shares of
12 5 pence each The Ordinary shares represent 80 4%
and the Sigma shares represent 19 6% of equity
shareholders’ funds The shares are in registered form

Business Review

The following review I1s designed to provide information
primanly about the Group's business and results for the
year ended 31 March 2011 and covers

Objectve and Strategy

Revenue and Dividends

Capital Return

Property Valuation

Performance Measurement (KP!)

Share Buy-back Activity

Financial Instruments and Management of Risk
Management Arrangements and Fees

Basis of Accounting and IFRS

Environmental Policy

® & & & 5 & & 0 00
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The results and performance of the two share classes are
reviewed separately Full detalls of each portfolio and the
Manager's views on the outlook for the coming financial
year for each share class are covered in the Manager's
Report for the Ordinary share class on pages 16 to 20
and for the Sigma share class on pages 30 to 35

Ordinary share class

Objective and Strategy

The objective of the Ordinary share class of the Trust is to
maximise the shareholders’ total returns by investing in
property shares and property on an international basts

As at 31 March 2011, 92 3% of the Ordinary share class
net assets were invested in Pan-European listed property
secunties and 77% in directly owned UK real estate

The Ordmary share class portfolio is total return focused
and future growth and caprtal appreciation potential 1
generally regarded more highly than immediate ininal
yield or discount to asset value The investment selection
process seeks to dentify well managed companies of all
sizes, especially those with a focus on a particular type of
real estate business The investment policies are
descnbed on page 2

The Ordinary share dlass 1s a dedicated wnvestor in real
estate and real estate secunties and will continue to
adhere to this strategy

Revenue and Dwidends

2011 2010 Change

Revenue earnings
per share 6.94p 518p +340%
Dwidends per share  6.00p 575p +4 3%

Total returns per Ordinary share, which include capital
gains on investments, amounted to 27 55p per share

The capital return of 20 61p per share was reflective of the
performance of the property equity market through the
period which 1s covered in detail n the Manager's Report

Revenue earnings increased by 34 0% In the pnor year a
significant number of companies suspended or reduced
dividend payments through the period while they re-built
ther balance sheets The majonty of these companies
resurmed dividend payments i the year to March 2011
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The directors recommend the payment of a final dwidend
of 3 70p per Ordinary share Subject to approval at the
AGM, the diwidend will be paid on 2 August 2011 to
shareholders on the register on 8 July 2011 The Ordinary
shares will be quoted ex-dvidend from 6 July 2011 The
total dividend in respect of the year 15, therefore, 6 00p
per Ordinary share

With earmings of 6 94p, the dividend for the year of 6 00p
is fully covered In armving at this decision the Directors
also reviewed the income forecasts for the year to March
2012 Revenue I1s expected to decline marginally in the
farthcoming penod and the Manager has indicated
revenue earnings of 6 40p per share in his statement on
page 19

The dmidends shown in the Group Statement of Changes
in Equity for the year are those dividends which have
actually been paid n the penod, 1e the second intenm
dwvidend relating to the financial year ended 31 March
2010 (3 45p per share) and the intenm dividend for this
penod (2 30p per share)

Capital Return

2011 2010 Change
NAV per share 207.08p 18522p  +118%
Share price 177.10p 15940p  +111%

Shareholders’ funds increased by 11 6% The Benchmark
returned 10 2% on a price enly basis

Detalls of the investments are shown within the
Manager's Report on pages 21 to 26

Property Valuation

Valuatons of all the Group's properties as at 31 March
2011 have been cammed out by an external mdependent
valuer These valuations have been adopted In the
accounts Detalls of the values and changes in fixed
assets are shown in note 10 to the financial statements

Performance Measurement

The directors consider performance measured against
the benchmark to be the key performance indicator for
the share class

For the year to 31 March 2011 the Benchmark was the
FTSE EPRA/NAREIT Europe Index in Sterling This index,
calculated by FTSE, is free float based and currently has
83 constituent companies

On a total return basis the share class returned 15 4%
aganst the benchmark total return of 15 2%
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The performance for the financial year just ended and the
outlook for the forthcoming financial year are covered in
detail in the Chairman'’s Statement, Market Background
and Outlook and Ordinary Share Class Manager's Report
on pages & to 20

Share Buy-back Actiity

The Board has not set a specific discount at which

shares will be repurchased However, there has

been considerable actwity in recent years and around

171 millon Crdinary shares have been repurchased since
the Board first took the decision to buy back shares in
1999 Dunng the year to 31 March 2011, the Company
repurchased 500,000 Ordinary shares

Sigma Share Class

Objective and Strategy

The objective of the Sigma share class is to maximise the
shareholders’ total returns by investing in the shares of
smaller property companies on an international basts

As at 31 March 2011 the portfolic was invested in Pan
European praperty shares

As with the Ordinary share dass, the Sigma share class 1s
a dedicated investor In the real estate sector and wall
continue to adhere to this strategy

Revenue and Diwidends

2011 2010 Change
Revenue eamings per
Sigma share 2.57p 306p —-160%
Dividends per
Sigma share 2.15p 200p +7 5%

Total earnings per Sigma share, which include capital gams
on investments, amounted to 15 82p per share

Revenue earnings for the penicd amounted to 2 57p per
Sigma share

The dwidends shown in the Group Statement of Changes
in Equity for the year are those dividends which have
actually been paid n the pernod, 1e the second intenm
dwidend relating to the financial year ended 31 March
2010 {1 10p per share) and the intenm dwidend for this
perod (0 90p per share)

The directors recommend the payment of a final dwidend
of 1 25p per Sigma share Subject to approval at the
ACM, the dwvidend will be paid on 2 August 2011 to
shareholders on the register on 8 July 2011 The Sigma
shares will be quoted ex-dividend from 6 July 2011
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The total dwidend in respect of the year 1s, therefore,
2 15p per Sigma share

Capital Return
2011 2010

111.94p 9812p +141%
83.45p 7050p +184%

Change

NAV per Sigma share
Sigma share pnce

Rises in property equity prices resulted in an increase In
shareholders’ funds of 14 1% per Sigma share Over the
same period the pnce only element of the benchmark
ncreased by 13 1%

Details of the investments held in the Sigma porifclio are
shown in the Manager's Report on pages 36 to 41

Performance Measurement

The directors consider performance measured against the
benchmark to be the key performance indicator for the
share class

The benchmark, provided by FTSE, is FTSE EPRA/NAREIT
Small Cap Europe Index in Sterling This 15 the FTSE
EPRA/NAREIT Europe Index in Stering adjusted to exclude
those stocks with a market cap exceeding a defined level or
“Cap" The Cap 1s redefined each year by reference to the
overall capital movement of the Small Cap Index over the
preceeding Financial Year For the year to 31 March 2011
the Cap was £1 Obn For the year to 31 March 2012, the
Cap s £1 126bn

The constituents are reviewed annually In order to avod
volatihity, at the annual review, only companies with a
Sterling equivalent market capitalisation of 20% or more I
excess of the revised Cap will leave the benchmark.
Existing EPRA Developed Europe consttuents join only i
thewr Sterhing equivalent market capitalisation 15 20% or
more less than the revised Cap Dunng the year, any
company joining the FTSE EPRA/NARE!T Europe Index will
also join the small cap ndex if the Sterling equivalent of
therr market capitalisation 15 less than the defined Cap at
the ume of entry

On a total return basis the Sigma share class retumed
16 5% agamnst a Benchmark total return of 16 9%

The performance for the financal year just ended and the
outlook for the forthcoming financial year are covered in
detall in the Chairman's Statement, Market Background
and Outlook and Sigma Share Class Manager's Report on
pages 6 to 14 and 30 to 35
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Share Buy-back Actvity
Dunng the year to 31 March 2011, the Company did not
repurchase any Sigma shares Since 1 Apnl 2011, and up
to the date of this document, the Company repurchased
200,000 Sigma shares

Financial Instruments and the Management of Risk
By Its nature as an investment trust, the portfolios of both
share classes are exposed to market price nsk, foreign
currency rnisk and interest rate nsk The Company's policies
for managing these nisks are outlined in note 11 to

the finanaal staterments  Further information on the
management of nsk and internal controls 15 contained in
the Corporate Governance Report on pages 55 to 60

Management Arrangements and Fees

Throughout the penod investrnent management services
have been provided by Thames River Capital LLP ("Thames
River” or “the Manager™), accounting, custodial and
administrative services by BNP Panbas Securities Services,
and company secretarial services by Capita Company
Secretarial Services

The significant terms of the investment management
agreement with Thames River are as follows

e Notce Perod
The mvestment management agreements (“IMAs”)
prowide for termination of the agreements by erther
party without compensation on the provision of not
less than 12 months’ wntten notice i

e Management Fees
Ordinary share class
The fee for the Ordinary share class for the penod under
review was a fixed fee of £2 78m plus an ad valorem
fee of 0 20% pa based on the net asset value
{determined i accordance with the Association of
Investrnent Companies (“AIC") method of valuaton) of
the Ordinary share class on the last day of March, June,
September and December, payable quarterly in
advance

The fee arrangements were reviewed at the end of
the financial year, and for the year to March 2012 the
fixed fee element will remain at £2 78m The fee
arrangemnents will be reviewed once again at the end
of the financial year

Sigma share class
The fee for the Sigma share class for the period
under review was a fixed fee of £0 68m plus an ad |
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valorem fee of 0 30% pa based on the net asset
value {determined in accordance with the AIC
method of valuation) of the Sigma share class on
the last day of March, June, September and
December, payable quarterly in advance

The fee arrangements were reviewed at the end of
the financial year, and for the year to March 2012 the
fixed fee element will remain at £0 68m The fee
arrangements will be reviewed once again at the end
of the financial year

For both share classes the management fee includes
fund accounting and administrative services, safe
custody and company secretanal services which are all
provided by third parties The Company has a direct
contractual relatonship with the parties providing
these services and the fees incurred are deducted
from the gross fees due to Thames Rwer This affords
the Company a high degree of transparency and
control In respect of these services

Performance Fees

In addition to the management fees, the Board has
agreed to pay the Investment Manager performance
related fees In respect of an accounting penod if
certain performance objectives are achieved

Ordinary share class

A performance fee 1s payable if the total retum of
adjusted net assets attnbutable to Ordinary
shareholders, as defined in the IMA with Thames River,
at 31 March each year outperforms the total return of
the Company’s Benchmark plus 2% (the “hurdle rate™),
this outperformance (expressed as a percentage) s
known as the “percentage cutperformance” Any fee
payable will be the amount equivalent to the adjusted
net assets attnbutable to Crdinary shareholders at

31 March each year multipled by the percentage
outperformance, then multipled by 15%

The maximum performance fee payable for the penod
is capped at 2% of the adjusted net assets attnbutable
to Ordinary shareholders However, if the adjusted net
assets at the end of the penod are less than at the
beginning of the period, the maxmum performance
fee payable will be hmited t01% of the adjusted net
assets attributable to the Ordinary shareholders

If any fee exceeds the relevant cap (2% or 1% as
apphcable), such excess will be camed forward and
apphed to reduce any percentage underperformance in
future penods If the total retum of Ordinary equity

THE GROUP/COMPANY

shareholders' funds for any performance penod s less
than the hurdle rate for the relevant performance penods,
such underperformance (expressed as a percentage) wil
be camed forward No fee will be payable unless the
Croup equity shareholders’ funds for the partcular share
class outperforms the hurdle rate, after taking into
account any accumulated percentage underperformance
for previous penods to the extent it 1S not offset by the
overperformance offsets descnbed above There were no
performance fees payable in the year ended 31 March
2011 (2010 aul) At 31 March 2011, 3 4% of
underperformance 1s being camed forward

Sigma share class

A performance fee I1s payable if the total return of
adjusted net assets attributable to Sigma shareholders,
as defined in the IMA with Thames Rwver, at 31 March
each year outperforms the total return of the
Company’'s Benchmark plus 29% (the *hurdle rate”),
this outperformance (expressed as a percentage) 1s
known as the “percentage outperformance” Any fee
payable 1s the amount equivalent to the adjusted net
assets attnbutable to Sigma shareholders at 31 March
each year multiphed by the percentage outperformance,
then multiphed by 20%

The maxmum perfarmance fee payable n any pericd s
capped at 5% of the adjusted net assets attnbutable to
Sigma shareholders unless the adjusted net assets at the
end of the penod are less than at the beginning of the
period when the maximum performance fee payable will
be limited to 1% of the adjusted net assets attnbutable
to the Sigma shareholders If any fee exceeds the
relevant cap (5% or 1% as applicable), such excess wall
be camed forward and applied to reduce any percentage
underperformance in future penods

If the total return of Sigma equity shareholders’
funds for any performance peniod s less than the
hurdle rate for the relevant performance periods,
such underperformance (expressed as a percentage)
will be carned forward No fee will be payable unless
the Group equity shareholders’ funds for the
particular share class outperforms the hurdle rate,
after taking into account any accumulated
percentage underperformance for previous periods
to the extent it 15 not offset by the overperformance
offsets descnbed above There were no performance
fees payable in the year ended 31 March 2011 (2010
nl) At 31 March 2011 8 1% of underperformance 1s
being carmed forward
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Basis of Accounting and IFRS

On the basis of the Board's expected long term spht of
returns, m the form of capital gains and income i equal
proportions, the Group charges 50% of finance costs to
captial One-third of the management fee 1s deemed to
relate to the adrmmistraton of the Company and 1s
charged to revenue The remainder 1s split on the same
basis as finance costs and 50% charged to caprtal The
overall result 1s that two-thirds of the management fee Is
charged to revenue and one-third to capital All
performance fees are charged to capital

Allocation of Costs Between Share Classes

Each share class has its own management fee structure
and 15 invoiced directly for management fees which are
allocated between capital and revenue accounts on the
basis of accounting described above

Administration costs Incurred specifically by a single share
class are charged to that share class

The remaining corporate expenses are allocated to the
share class in the proportion to their relative Net Asset
Values at the end of the previous accounting period

Environmental Policy

The Company considers that good corporate governance
extends to policies on the environment and has therefore
adopted an environmental pelicy in respect of its
nvestments m both physical property and listed property
compantes Within the context of the overall am of the
Company to maximise shareholders’ returns, we will seek
to hmit our own and our Nvestee companies’ iImpact on
the environment We will comply with all relevant
legislation relating to our operations and actwibes

We review the environmental statements and behawiour of
all the companies in which we nvest and take these into
account in decisson-making We recognise that good
enwironmental management can play a part in overalf nsk
management and also have a financal impact in terms of
savings through energy and water efficency Where
appropnate, our managers will engage with investee
companies to raise concerns about environmental matters

So far as direct property investments in the Ordinary share
class portfolio are concerned, the Company conducks
environmental audits prior to purchase to 1dentify possible
contamunation or matenals considered environmentally
harmful We will take remedial action or enforce tenant
obligations to do so wherever appropnate We and our
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adwvisers assess the environmental impact of our properties
on an ongoing basis and will take ail necessary action to
comply wath our environmental responsibilities

Annual General Meeting (the “AGM")

The AGM will be held on Tuesday, 26 July 2011 at

12 noon The Notice of Meeting 1s set out on pages
89 to 92, and an explanation of the business to be
conducted 15 given on pages 93 and 94

Resolutions 12 and 13 will be proposed as special
resolutions which requires a majority of at least 75% of
those present and voting to be passed

Resolution 12 — Disapplication of statutory pre-emption
rghts

This resolution will empower the Directors to allot shares
{or sell any shares which the Company elects to hold in
treasury) for cash without first offening them to existing

shareholders n proportion to their exssting shareholdings

Resolution 13 - Authonty to Purchase Own Shares

The Company's Articles permit the Company to purchase
its own shares out of capital profits Under the Listing Rules
of the Finanaial Services Authorty a company s permitted
to purchase up to 14 99% of s 1ssued equity share capital
through market purchases pursuant to a general authonty
granted by shareholders in general meeting

The current authonty which perrmits the Company to
purchase up to 14 99% of its 1ssued Ordinary and Sigma
shares expires at the conclusion of the forthcoming AGM
The Board believes that the Company should continue to
have authonty to make market purchases of its own
QOrdinary and Sigma shares for cancellation The Board is
therefore seeking to renew its power to make market
purchases of Ordinary and Sigma shares Accordingly, a
speaal resolution to authonse the Company to make
market purchases of up to 14 99% of the Company's
issued Ordinary and Sigma share capital at the date of the
ACM 1s proposed, with the shares purchased to be
cancelled Based on the number of shares in issue at the
date of this Report, 14 99% of the Company's 1ssued
Ordinary share capital 1s equivalent to 38,408,128
Ordinary shares and 14 93% of the Company's 1ssued
Sigma share capital 1s equivalent to 18,695,828 Sigma
shares These figures have been calculated on the basis
that there 1s no change in the 1ssued share capital
between the date of this Report and the AGM to be held
on 26 July 2011
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Any purchase of shares would be made at a discount to
the prevailing Net Asset Value, thus enhanang the Net
Asset Value of the remairung shares The terms of the
resolution will restnct the price payable to the effect that it
could not be less than 25p per share for Qrdinary shares
and 12 5p per share for Sigma shares (being the nominal
values) and not more than 5% above the average of the
closing mid-market quotations for the five business days
immediately preceding the date on which the Company
agrees to buy the shares concerned

Recommendation

The directors consider that all the resolutions are 1n the
nterests of the Company and shareholders taken as a
whole and recommend that all shareholders vote in favour
of the resclutions, as the directors intend to, in respect of
therr own benefictal holdings of Ordinary and Sigma shares
amounting, 1N aggregate, to 441,860 shares

Ordinary share class 31 March 31 Maich
2011 2010
Ordinary Ordinary
shares shares
of 25p of 25p

With beneficial interest
C M Burton 18,700 18,700
P L Salsbury 32,500 32,500
R A Stone 115,000 115,000
H Seaborn 15,486 15,486
P Spencer 15000 15,000
Sigma share class 31 March 31 March
2011 2000
Sigma Sigma
shares shares
of 12 5p of 125p

with beneficial interest
C M Burton 6,600 6,600
P L Salsbury 115,000 65,000
R A Stone 60,000 60,000
H Seabom 38,574 38,574
P Spencer 25,000 25,000

Other Statutory Information

Directors” Interests in Shares

The directors’ interests in the share capital of the
Company are shown in the tables above

There were no contracts subsisang dunng or at the end of
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the year in which a director of the Company 1s or was
matenally interested and which is or was significant in
relation to the Company's business No director has a
contract of service with the Company

Payment of Supplers

It 1s the Company's payment policy for the current
financial year to obtan the best possible terms for all
business The Company agrees with its supphers the
terms on which business will take place and it abides by
these terms There were no trade creditors at 31 March
2011 (2010 same)

Donations
The Company made no polticat or chantable donations
dunng the year (2010 nil)

Share Capstal Changes
At ¥ Apnl 2011 the Company had 256,225,000 Ordinary
shares and 124,922,000 Sigma shares in 1ssue

Since 1 Apnl 2011, and up to the date of this document,
the Company has made no market purchases for
cancellation of Ordinary shares and has repurchased
200,000 Sigma shares

At the AGM In 2010 the directors were given power to
buy back 38,483,078 Ordinary shares Since the AGM the
directors have bought back 500,000 Ordinary shares
under this authonty The outstanding authonty 1s therefore
37,983,078 This authority will expire at the 2011 AGM
Also at the AGM in 2010, the directors were given power
to buy back 18,725,808 Sigma shares of 12 5 pence
each Since the AGM the directors have bought back
200,000 Sigma shares under this authonty The
outstanding authornity 1s therefore 18,525,808 This
authonty will also expire at the 2011 AGM The Company
will seek to renew the power to make market purchases
of Ordinary and Sigma shares at this year's AGM

Rights and obligations attaching to shares

Subject to applicable statutes and other shareholders’ nghts,
shares may be issued with such nghts and restnctions as
the Company may by ordinary resolution deade, or (if
there 1s no such resolution or so far as it does not make
specrfic provision) as the Board may decide Subject to the
Articles, the Compantes Act 2006 and other shareholders'
nghts, urussued shares are at the disposal of the Board

u
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Voling

At a general meeting of the Company, when voting 1s by
& show of hands, each holder of Ordinary shares and
each holder of Sigma shares has one vote If a poll vate
15 called for then each holder of Ordinary shares has a
weighted vote 1n accordance with the underiying Net
Asset Value of each Ordinary share and similarly each
Sigma shareholder has a weighted vote in accordance
with the underlying Net Asset Value of each Sigma share
The procedure used to determune the relevant weighting
of each share 1s outlined in the Articles The number of
votes given to each shareholder on a poll 1s determined
by multplying the 'Share Voting Nurmnber' by the number
of shares held by each shareholder For each class of
share the "Share Voting Number is a number equal to
the Net Asset Value of the assets attnbutable to that
class, dwvided by the number of shares in that class in
issue on the Voting Calculation Date (a date six weeks
before the general meeting 1s convened) The Net Asset
Values of the assets attributable to each class of shares 15
calculated every day by the Admunistrator

Restrictions on voting

Holders of Sigma shares do not have the nght to vote, at
general meetings of the Company, on resolutions which
relate only to the Ordinary shares, other than where the
Board determines that such a resolution will have a
substantial adverse impact on the holders of Sigma
shares and/or where it 1s a requirement of the Listing
Rules that all shareholders are entitled to vote The same
restnctions on voting apply to the holders of Ordinary
shares n relation to the Sigma shares

No member shall be entitled to vote at any general meeting
or class meeting n respect of any shares held by them if
any call or other sum then payable by them in respect of
that share remamns unpaid Currently, all ssued shares are
fully pard In addition, no member shall be entitled to vote if
he has been served with a restriction notice (as defined
in the Articles) after fallure to provide the Company with
information concerning nterests in those shares required
to be provided under the Comparies Act 2006

Deadlnes for voting rights

Votes are exercisable at the general meeting of the
Company n respect of which the business being voted
upon 1s being heard Votes may be exercised in person,
by proxy, or in relation to corporate members, by
corporate representatives
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The Articles provide a deadline for submission of proxy
forms of not less than 48 hours (or such shorter ime as
the Board may determine) before the meeting (not
excluding non-working days)

Transfer of shares

Any shares in the Company may be held 1n
uncertificated form and, subject to the Arucles, utle
to uncertificated shares may be transferred by means
of a relevant system Subject to the Articles, any
member may transfer all or any of his certificated
shares by an instrument of transfer 1n any usual form
or in any other form which the Board may approve
The instrument of transfer must be executed by or on
behalf of the transferor and (in the case of a partly-
paid share) the transferee

The Board may, In its absolute discretion and without
gving any reason, dechine to register any transfer of any
share which 1s not a fully paid share The Board may
also dechine to register a transfer of a certiicated share
unless the instrument of transfer (1) 1s duly stamped or
certified or othenwise shown to the satisfaction of the
Board to be exempt from stamp duty and 1s
accompanied by the relevant share certificate and such
other evidence of the nght to transfer as the Board may
reasonably require, (1) 1s in respect of only one class of
share, and () If joint transferees, are in favour of not
more than four such transferees

The Board may decline to register a transfer of any of the
Company’s certificated shares by a person wath a 0 25%
interest (as defined in the Articles) if such a person has
been served with a restnction notice (as defined in the
Arucles) after failure to provide the Company with
information concerrung interests in those shares required
to be provided under the Companies Act 2006, unless
the transfer s shown to the Board to be pursuant to an
arm’s length sale (as defined in the Articles)

Sigruficant Voting Rights — Ordinary shares

% of Ordinary
share voting
Shareholder nghts*

Legal & General Investment Management Limited (UK) 347

Declarations of interests in voting nghts of the Company,
at 28 Apnl 2011, are set out above
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In addion, at 28 Apnf 2011 the following shareholders held
over 3% of the voting nghts on a non-discretionary basis

% of Ordinary
share voting
Shareholder nghts*
Brewin Dolphin Secuntes Limited 670
Rensburg Sheppards Investment Management Limited 659
TR Property ISA/PEP and Shareplan Schemes 610
HSBC Global Asset Management (UK) Limited 532
Rathbone Investment Management Limited 433
Quilter 406
Collins Stewart Wealth Management 403
F&C Investment Management Limited 328
Significant Yoting Rights — Sigma shares
% of Sigma
share voting
Sharehalder nghts*

Legal & General Investment Management Ltd. (UK) 358

Declarations of interests in voting nghts of the Company
at 28 Aprl 2011, are set out above

in addition at 28 Apnl 2011 the following shareholders held
over 3% of the voting nghts on a non-discretionary basis

% of Sigma

share voting
Shareholder nghts*
Reliance Mutual Insurance Society Ltd 655
Scottsh Widows Investment Partnership Lid 646
F&C Asset Management plc 433
GC Asset Management Lid 383
Derbystire County Council Pension Fund 340
Merseyside Pension Fund 323
Laxey Partners Lid 318
Henderson Clobal Investors 313

*See page 54 for further nformation on the votng nghts of Ordinary
and Sigma shares

ISAs

The Company has conducted its affawrs, and will continue
to conduct its affairs, in such a way as to comply with the
indwidual Savings Accounts Regulations Both Ordinary
shares and Sigma shares can be held in tndwdual
Savings Accounts

Directors’ Indemnity

Directors’ and Officers’ iability insurance cover is in place
in respect of the directors The Company's Articles of
Association provide, subject to the provssions of UK
legislation, an indemnity for directors 1n respect of costs
which they may incur relating to the defence of any
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proceedings brought against them ansing out of therr
positions as directors, in which they are acquitted or
judgement is given in therr favour by the court

To the extent permitted by law and by the Company’s
Articles of Association, the Company has entered into
deeds of indemnity for the benefit of each director of the
Company n respect of habilites which may attach to
them In their capacity as directors of the Company These
provisions, which are qualfying third party indemnity
provisions as defined by section 234 of the Companies
Act 2006, were introduced in January 2007 and currently
remain in force

Shareholder information
Further information on the Company can be found on
pages 96 to 98

Going Concern

The Board has prepared forecasts which demonstrate that
the Trust will be able to operate within avallable faciines
The assets of the Company consist mainly of secunties
which are readily realisable and, accordingly, it has
adequate financial resources 1o continue In operaticnal
existence for the foreseeable future

After due consideration, the Board considers that the Trust
has adequate resources to meet its business needs and 1t
is therefore approprate to adopt the going concern basis
in prepanng these financial statements

Corporate Governance

Corporate Governance Report

The Board of Directors 15 accountable to shareholders for
the governance of the Company's affars

Application of the AIC Code’s Principles

This statement describes how the principles of the
Combined Code on Corporate Governance (“the Code™)
issued by the Finanaal Reporting Councll (the *FRC”) i June
2008 have been applied to the affairs of the Company
The Code can be viewed at www frc org uk

In applying the principles of the Code, the directors have
also taken account of the Code of Corporate Governance
published by the AIC, which established the framework of
best practice specifically for the Boards of investment trust
companies There 15 some overlap in the pnnciples lad
down by the two Codes and there are some areas where
the AIC Code 1s more flexible for investrnent trust
companies
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The directors believe that dunng the penod under review
they have complied with the prowisions of the Code,
insofar as they apply to the Company’s business, and with
the prowisions of the AIC Code

in May 2010 the FRC published the new UK Corporate
Governance Code (“the new Code™), which 1s effective for
accounting periods commencing on or after 29 June
2010 The AIC revised its Code of Corporate Governance
in October 2010, which has been endorsed by the FRC
The Company will report against the new code In its
annual report to 31 March 2012

Composition and Independence of the Board

The Board currently consists of five directors, all of whom
are nan-executive and are Independent of the Investment
Manager None cf the direciors have any other links to
the Investment Manager they all have other professional
employment

Powers of the Directors

Subject to the Company’s Articles of Association, the
Companies Act and any directions given by special
resolution, the business of the Company 1s managed by
the Board who may exercise all the powers of the
Company, whether relating to the management of the
business of the Company or not In particular, the Board
may exercise all the powers of the Company to borrow
money and fo mortgage or charge any of its undertaking,
property, assets and uncalled capital and to issue
debentures and other securities and to give secunty for
any debt, liability or obligation of the Company to any

third party

Dwrectors

Directors’ retirement by rotation and re-election 1s subject
to the Articles of Assaciation, the Combined Code
published in June 2008 and the AIC Code of Corporate
Governance

The Articles of Association require that up to one-third of
the directors must retire every year and that every director
must retire by rotation at least every three years They

may then offer themselves for re-election The terms of the
directors' appointments also provide that a director shall be
subject to election at the first AGM after appontment and
to re-elechon at least every third year thereafter

The drrector retinng by rotation at the forthcorming AGM
15 Mr Spencer who, being eligible, offers himself for
re-election Mr Salsbury, Mr Stone and Ms Burton have
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served on the Board for more than nine years In
accordance with the Combined Code on Corporate
Governance, they will stand for annual re-election by
shareholders and offer themselves for re-efection at the
forthcoming AGM

The Board has considered the continued appotntments of
Mr Saisbury, who has served on the Board for thirteen years,
Mr Stone, who has served on the Board for ten years and
Ms Burton who has served on the Board for nine years
They have no other finks to the Investment Manager The
Board subscrbes to the AIC Code view that fength of tenure
15 Not necessanly an 1ssue, rather the directors’ contnbuton
The Board I1s conscious of the need to maintain continuity
on the Board and believes that retaining directors with
sufficient expenence of both the Company and the markets
Is of great benefit to shareholders Moreover, long-serving
directors are less likely to take a short-term wiew The Board
has concluded that Mr Salsbury, Mr Stone and Ms Burton
continue to make valuable contrbutions and,
notwithstanding therr length of senace, believes that they
remain ndependent in character and judgement
Accordingly, all five directors are regarded as being free of
any conflicts of interest and no 1ssues In respect of
independence anse

The Chairman s Mr Salsbury The directors’ biographies,
on page 44, demonstrate the breadth of investment,
commercial and professional expenence relevant to their
posttions as directors of the Company

After 6 years on the Board, Mr Wolton retired at the end
of January 2011 n order to concentrate on other
business commitments

Board Committees

The Board has established an Audit Committee as set out
below The Management Engagement Committee, which
also carnes out the functions of a Remuneration
Commuttee, was formed in November 2006 Further
details are set out below The Board does not have a
Nominations Committee This function 1s carmed out by
the Board as pant of the agenda of regular Board
meetings when required

Audit Commuttee

The Audit Commuttee (“the Committee”) compnses all
the members of the Board The Commuttee Chaiman 1s
Mr Spencer The Board has satisfied itself that at least ane
Committee member has recent and relevant financial
expenence
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The Comnuttee has wntten terms of reference, which
clearly define its responsibilities and duties These can be
found on the website, are avallable on request and will
also be available for nspection at the AGM

The Committee meets at least twice a year to review the
internal financial and non-finanaal controls, 1o consider
and recommend to the Board for approval the contents
of the draft Intenm and Annual Reports to shareholders,
and to review the accounting polictes and significant
financial reporting judgements In addition, the
Committee reviews the Auditors’ independence,
objectwity, effectiveness, appaintment, remuneration,
the quality of the services of the service prowiders to the
Company, and, together with the Investrment Manager,
reviews the Company’s compliance with financial
reporting and regulatory requirements Representatives
of the Investment Manager’s internal audit and
comphance departments may attend these rmeetings

at the Charman's request

The provision of non-audrit services by the Company's
Auditors 15 considered and approved by the Audit
Committee on a case-by-case basis

Representatives of Emst & Young LLP, the Company's
Auditors, attend the Committee meetings at which the
draft Annual Report and Accounts are reviewed, and are
given the opportunity to speak to the Committee
members without the presence of the representatives of
the Investment Manager

The Audit Committee 15 satsfied that Emst & Young LLP 1s
independent of the Company

The Board recommend the reappointment of Ernst &
Young LLP as Auditors at the forthcorning AGM

The Chairman of the Audit Committee will be present at
the AGM to deal with questions relating to the Accounts

Management Engagernent Committee

The Management Engagement Committee (*MEC") was
formed in November 2006 compnsing the Charrman and
all directors of the Company

The MEC meets at least on an annual basis, towards the
end of the financial year The MEC met in March 2011

The MEC reviews, on an annual basis, the performance of
Thames River and its continued sutability to manage the
Company’s portfolio It also reviews the terms of the
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Investment Management Agreement, to ensure they are
competitive and fair and in the best interests of the
shareholders, and to negotiate terms where appropriate
At the MEC meeting in March 2011, the MEC confirmed
that Thames River should be retamed as the Investment
Manager for the financial year ending 31 March 2012

in additson to the Investment Management role, the Board
has delegated to extemnal third parties the custodial services
(which mdlude the safeguarding of assets), the day to day
accounting, company secretanal services, administration and
registration services Each of these contracts was entered
into after full and proper consideration of the quality of the
semces offered, including the control systems in operation
insofar as they relate to the affars of the Company These
contracts are reviewed annually by the MEC.

In addimon to the reviews by the MEC the Board reviews and
considers performance reports from the Investment Manager
at each Board meeting The Board also recerves regular
reports from the Administrator and Company Secretary and
the Investment Manager also reports to the Board on the
performance of all other third party service providers

The MEC also reviews, on an annual basis, the directors’
fees The results of the most recent review are set out in
the Directors’ Remuneration Report on pages 46 and 47

Tenure Policy

No director has a contract of employment with the
Company Directors' terms and condittons for
appointment are set out In letters of appomtment which
are avallable for inspection at the Registered Office of the
Company and will be available at the AGM

Performance Evaluation

In order to review the effectiveness of the Board and i1ts
Committees and of the indmidual directors, the Chairman
has put in place, and carned out, an appraisal process
This was implemented by way of a questionnaire and
interviews with the Chairman In respect of the Chairman,
the interview was conducted by the Seniar Independent
Director The process 15 considered by the Board to be
constructive in terms of 1dentifying areas for improving
the functioring and performance of the Board and the
Commuttees, the contribution of indwidual directors, as
well as building on and developing indwidual and
collecive strengths

The Charman confirms that, in the light of the formal
performance evaluation, the performance of each of the
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directors continues to be effective and to demonstrate
commitment to hus or her role, including commitment of
time for Board and Committee meetings and any other
duties The Board beleves it has a good balance of skills,
expernence, ages and length of sernce to ensure it
operates effectively

The performance of the Company is considered in detall
at each Board meeting

tn particular, 1t 1s considered that each of the directors
makes a significant contnbution to the affairs of the
Company and that directors seeking re-election at the
Company's forthcoming AGM merit re-election by
shareholders

An independent evaluation of the effectiveness of the
Board, its committees and the performance of each
director was undertaken by the JCA Group ("JCA") In
2010 Dunng this process the most Serior members of
the Fund Management and Investment Management
teams were Interviewed in addition to the Directors

Directors’ Remuneration

Directors’ remuneration 15 considered by the MEC The
MEC determines and approves directors’ fees following
proper consideration, having regard to the level of fees
payable to non-executive directors in the industry
generally, the role that indwidual directors fulfil in respect
of Board and Commuttee responsibilites and the tme
committed to the Company's affairs

The Company’s Articles of Association hmit the aggregate
fees payable to the Board to a total of £250,000 per
annum Detailed information on the remuneration
arrangements for the directors of the Company can be
found m the Directors’ Remuneration Report

Appomntment of New Directars

The directors have determined that, due to the size of the
Board and the independence of each of its members, there
1s no requirement for a separate Nomimnations Committee

The Board annually reviews its size and structure, and 1s
responsible for succession planning The Board has an
open mind regarding the use of external recruitment
consultants or internal process, and has, in the past,
chosen to combine both routes to ensure best practice

Drwrectors” Tratning

When a new director 1s appointed, he/she 15 offered
training by the Investment Manager Directors are also
provided on a regular basis with key information on the
Company's activities, including regulatory and statutory
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requirements and internal controls Changes affecting
directors’ responsibitities are advised to the Board as they
anse Directors ensure that they are updated on
regulatory, statutory and industry matters

Board Meetings

The number of meetings of the Board and Committees
held during the year under review, and the attendance of
indwidual directors, are shown below

Meetings
Board Audit MEC

No. of meetings in the year

Peter Salsbury
Caroline Burton
Richard Stone
Peter Wolton*
Hugh Seabomn
Paul Spencer 6

D w5 S
NN NN N NN

*Peter Wolton retired from the Board on 31 January 2011

In addition to formal Beard and Committee meetings,
directors also attend a number of informal meetings to
represent the interesis of the Company

The Board

The Board is responsible for the effective stewardship of
the Company's affars Certain strategic 1ssues are
monitored by the Board at meetings aganst a framework
which has been agreed with the Managers Additional
meetings may be arranged as required The Board has a
formal schedule of matters specifically reserved for its
decision, which are categorised under vanous headings,
including strategy, management, structure, capital, financial
reporting, internal controls, gearing, asset allocation, share
price discount, contracts, nvestment policy, finance, nsk,
nvestment restnciions, performance, corporate
governance and Board membership and appointments

In order to enable them to discharge their responsibilities,
all directors have full and timely access to relevant
information At each meeting, the Board reviews the
Company's investment performance and considers
financial analyses and other reports of an operational
nature The Board monitors compliance with the
Company's objectives and 1s responsible for setting asset
allocation, investment and geanng hmits wathin which the
Fund Manager has discretion to act and thus supervises
the management of the investrnent portfchio, which 1s
contractually delegated to the Investment Manager

The Board has responsibility for the approval of unquoted
investments and any investments in in-house funds
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managed or advised by the Investment Manager it has
also adopted a procedure for directors, in the furtherance
of their dutes, to take mndependent professional advice at
the expense of the Company

Further detalls of the Board's consideration of key
operational matters 15 contained i the Business Review
sechon of the Report of the Directors on pages 48 to 52

Conflicts of Interest

In hne with the Companies Act 2006, the Board has the
power to authorse any potential conflicts of interest that
may arnse and mmpose such mits or conditions as it
thinks fit A register of conflicts 1s maintained and 1s
reviewed at every Board meeting to ensure all details
are kept up-to-date Appropriate authonsation will be
sought prior to the appointment of any new director

or if any new confhcts arise

Internal Controls

The Board has overall responsibility for the Group's
systems of internal controls and for reviewing therr
effectiveness The Investrment Manager 1s responsible for
the day to day investment management decisions on
behalf of the Group Accounting and company secretanal
services have both been outsourced

The mternal contrels aim to ensure that assets of the
Group are safeguarded, proper accounting records are
maintained, and the financial informaton used within
the business and for publication 1s reliable Control of
the nisks 1dentified, covenng finanaal, operationai,
comphance and nsk management, i1s embedded in the
controls of the Group by a seres of regular investment
performance and attnbution statements, financial and
nsk analyses, fund manager reports and quarterly control
reports Key nisks have been identified and controls put
in place to mitigate them, including those not directly
the responsibility of the Investment Manager

The effectiveness of the intermal controls is assessed on &
continung basis by the Compliance and Risk departments of
the Investment Manager, the Administrator and the Cormpany
Secretary Each mamntains its own system of internal controls,
and the Board and Audit Commuttee receve regular reports
from thern The control systems are designed to provide
reasonable, but not absolute, assurance aganst matenal
misstatement or loss and to manage, rather than eliminate,
nsk of falure to achieve objectves

As the Company has no employees and its operational
functions are undertaken by third parties, the Audit
Committee does not consider 1t necessary for the
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Company to establish its own internal audit function
instead, the Audit Committee relies on internal control
reports and other internal control reports recewed from its
prncipal service providers, particularly the Manager, to
satisfy itself as to the controls n place

The Board has established a process for identifying,
evaluating and managing any major nsks faced by the
Croup The Board undertakes an annual review of the
Group's system of internal controls, and the business risks
have been analysed and recorded in a nsk map that Is
reviewed regularly The Board recewes each quarter a
formal report from each of the Investment Manager, the
Administrator and the Company Secretary detailing the
steps taken to monitor the areas of nsk, including those
that are not directly therr responsibility, and which report
the detatls of any known internal control fallures The Board
also has direct access to company secretarial advice and
services provided by Capita Company Secretanal Services,
which, through 1ts nominated representative, I1s respansible
for ensuring that the Board and Committee procedures are
followed and that applicable regulations are complied with

Voting Policy

The Board has approved a corporate governance voting
policy which, i its opinion, accords with current best practice
whilst maintaining a pnimary focus on finanaal returms

The exercise of voting nghts attached to the Trust's
portfoho has been delegated to Thames River who takes
a global approach to engagernent with issuers and their
management in all of the junsdictions in which it invests
Thames River are required to include on therr website a
disclosure about the nature of their commitment to the
FRC's Stewardship Code and details may be found at
www thamesriver co uk.

Relanons with Shareholders

Shareholder relations are given high prionty by both the
Board and the Investrent Manager The pnme medium
by which the Company communicates with shareholders
is through the Intenm and Annual Reports which aim to
provide shareholders with a clear understanding of the
Company's activities and their results This information

1s supplemented by the dally calculavon and by the
publication at the London Stock Exchange of the Net
Asset Vaiue of the Company's Ordinary and Sigma shares
and intenm management statements

This information 1s also available on the Company's
website, www tiproperty co uk together with a monthly
factsheet and Manager commentary
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At each AGM a presentation 15 made by the Fund Managers
following the business of the meeting Shareholders have
the opportunity to address questions to the Chairman and
the Chairman of the Audit Committee at the AGM All
shareholders are encouraged to attend the AGM

[t s the intention of the Board that the Annual Report and
Accounts and Notice of the AGM be issued to shareholders
so as to provide at least twenty working days’ notice of the
AGM Shareholders wishing to lodge questions in advance
of the AGM, or to contact the Board at any other time, are
invited to do so by writing to the Company Secretary at the
registered address given on page 95

General presentations are given to both shareholders and
analysts following the publication cf the annual results All
meetings between the Fund Manager and shareholders
are reported to the Board

Soaally Responsible Investment

Good corporate governance extends to a company's
policies on the environment, employment, human nights
and community relationships Corporations are playing an
increasingly important role n global economic actvity and
the adoption of good corporate governance enhances a
company's economic prospedis by reducing the nsk of
government and regulatory mtervention and any ensuing
damage to its business or reputation

Policies relating to physical property either held directly or by
the companies in which the Trust invests, 1s described in the
Directors' Report under Environmental Policy on page 52

The Company’s cbjective remains the long-term
maximisation of sharehaolders’ total return

Comphance Staternent

The directors acknowledge that the Company did not

comply with the following prowisions of the Combined

Code n the year ended 31 March 2011

A2 1 Due to the nature and structure of the Company the

Board of non-executive directors do not feel it 1s

necessary to appoint a chief executive

The Board does not have a separate Nomtnations

Committee This function 1s carmed out by the

Board as part of the agenda of regular Board

meetings when required

The Board does not have a separate Remuneration

Committee The functions of a Remuneration

Committee are carried out by the MEC

C35 Asthe Company has no employees and its
operational functions are undertaken by third

A4l

B21
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parties, the Audit Committee does not consider it
necessary for the Company te establish its own
internal audit funcuon

Statutory Auditor

A resolution to re-appoint Emst & Young LLP as the
Company's Auditor will be put to shareholders at the
forthcoming AGM

Directors’ statement as to disdosure of information to auditors
The directors who were members of the board at the tme
of approving the directors’ report are listed on page 44
Having made enquines of fellow directors and of the
Company's auditors, each of these directors confirms that
e to the best of each director’s knowledge and belief,
there 1s no information (that 1s, Information needed
by the group’s auditors in connectron with preparng
therr report) of which the Company's auditors are
unaware, and
e each director has taken all the steps a director might
reasonably be expected to have taken to be aware of
relevant audit information and to establish that the
Company's auditors are aware of that information

This information 1s given and should be nterpreted n
accordance with the prowisions of Section 418 of the
Companies Act 2006

Responsibility statement

Each of the directors listed on page 44 confirm that to

the best of therr knowledge

s the financial statements, prepared in accordance with
IFRS as adopted by the European Union, give a true
and fair view of the assets, habilites, financial positon
and profit of the Company and the undertakings
included in the consolidation taken as a whole, and

o the Directors’ Report, includes a fair review of the
development and performance of the business and
the posiion of the Trust, together with a description of
the pnnaple nsks and uncertainties that it faces

NG

By order of the Board

John Crehan

For and on behalf of

Capita Company Secretanal Services Limited
Secretary

10 June 2011
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Statement of directors’ responsibilities in relation to the Group

financial statements

The directors are responsible for prepaning the Annual
Report and the Group financial statements in accordance
with apphcable United Kingdom law and those
International Financial Reporiing Standards as adopted by
the European Union

Under Company Law the directors must not approve the
Group financial statements unless they are satisfied that
they present fairly the financial position, financial
performance and cash flows of the Group for that pencd
In prepanng the Group finanaal statements the directors
are required to

e select suitable accounting policies in accordance with
IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors and then apply them
consistently,

e present information, ncluding accounting policies, in a
manner that prowides relevant, reliable, comparable
and understandable nformation,

e prowde additional disclosures when complance with
the specific requirements in IFRSs 1s insufficient to
enable users to understand the impact of particular
transactions, other events and conditions on the
Group's financial position and finanaal performance,

e state that the Group has compled with IFRSs, subject
to any matenal departures disclosed and explained in
the financal statements, and

e make judgements and estimates that are reasonable
and prudent

The directors are responsible for keeping adequate
accounting records that are sufficient to show and explain
the Group's transactions and disclose with reasonable
accuracy at any time the financial position of the Group
and enable themn to ensure that the Group financial
statements comply with the Compariies Act 2006 and
Article 4 of the IAS Regulaton They are also responsible
for safeguarding the assets of the Group and hence for
taking reasonable steps for the prevention and detection
of fraud and other rregulanties

(G s

——
By order of the Board

Peter Salsbury
Chairman

10 June 2011

The Board members are listed on page 44
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Independent Auditors’ Report

to the members of TR Property Investment Trust plc

We have audited the financial statements of TR Property Investment
Trust plc for the year ended 31 March 2011 which compnse Group
Statement of Comprehensive Income, Group and Company Statement
of Changes n Equity, Group and Company Balance Sheets, Group and
Company Cash Flow Statements and the related notes 1 to 22 The
financial reportng framework that has been applied in ther
preparation 1s applicable law and Intemational Financal Reporung
Standards (IFRSs) as adopted by the European Unicn and, as regards
the parent company finanoal statements, as applied in accordance
with the prowsions of the Companies Act 2006

This report 1s made solely to the Company’s members, as a body, 1n
accordance with Chapter 3 of Part 16 of the Companies Act 2006

Our audit work has been undertaken so that we might state to the
Company's members those matters we are required to state to them
in an auditor's report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone
other than the Company and the Company's members as a body, for
our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibiliies Statement set
out on page 61, the directors are responsible for the preparation of
the financial statements and for being satisfied that they give a true
and far wew Our responsbility 15 to audit and express an cpinion on
the financal statements in accardance with applicable law and
International Standards on Audiing (UK and freland) Those standards
require us to comply with the Auditing Practices Board's (APB's)
Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and
disciosures in the financiat statements sufficent to give reasonable
assurance that the financial statements are free from matenal
misstaterment, whether caused by fraud or error This indludes an
assessment of whether the accounung policies are approprate to the
Group and Company's arcumstances and have been consistently
applied and adequately disclosed, the reasonableness of significant
accounting estmates made by the directars, and the overall
presentation of the finanaal statements In addition, we read all the
financial and non-financial information n the Report and Accounts to
identify matenal iInconsistencies with the audited financial statements
If we become aware of any apparent matenal misstaterments or
Inconsistenaes we consider the imphcations for our report

Optnion on financial statements
in our opinion the financial statements

e give a true and fair view of the state of the Group's and
Campany's affairs as at 31 March 2011 and of the Group’s profit
for the year then ended,

e the Group financial staternents have been propery prepared in
accordance with IFRSs as adopted by the European Union,

e the Company financial statements have been properly prepared m
accordance with IFRSs as adopted by the European Uruon and as
apphed in accordance with the provisions of the Cormpanies Act
2006, and
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e the financal statements have been prepared n accordance with
the requirernents of the Companies Act 2006 and, as regards the
Group financial staterments, Aracle 4 of the 1AS Regulation

Opinion on other matters prescnbed by the Companies Act
2006
In our opinion

e the part of the Drrectors’ Remuneraton Report to be audited has
been properly prepared in accordance with the Compantes Act
20086, and

e the information given in the Directors’ Report for the financial year
for which the financal staterments are prepared 15 consistent with
the financial statements

Matters on which we are required to report by exception
We have nothing to report it respect of the following

linder the Companies Act 2006 we are required to report to you ff, in
our opimon

® adequate accounting recards have not been kept, or returns
adequate for our audit have not been recewed from branches not
visited by us, or

o the financal statements and the part of the Directors’
Rernuneration Report to be audited are not «n agreement with the
accounung recerds and returns, or

o certain disclosures of directors’ remuneration specified by law are
not made, or

@ we have not received all the information and explanations we
require for our audit, or

o & Corporate Governance Statement has not been prepared by the
Company

Under the Listing Rules we are required to review

e the directors’ statement, set aut on page 55, i relaton to going
cencem,

e the part of the Corporate Covernance Statemenit relating to the
Company’'s comphance with the nine prowisions of the June 2008
Combined Code specafied for our review, and

e certain elements of the report to shareholders by the Board on
dtrer:tors' remuneration

sk S Bl

Michael-John Albert (Senior statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Audrtor
London

10 June 2011




Group Statement of Comprehensive Income

for the year ended 31 March 2011

THE GROUP/COMPANY

Year ended 31 March 2011

Year ended 31 March 2010

Revenue Caprtal Total Revenue Caprral Total
Return Return Retum Return
Notes £000 £000 £000 £000 £000 F'000
Investment income
2 Investment income 25,191 - 25,191 20,636 - 20,636
4 COther operating income 37 - 37 1,985 - 1,985
3 (Gross rental ncome 3,041 - 3,041 3,655 - 3,655
3 Service charge ncome 1,222 - 1,222 1,506 - 1,506
10 Gains on investments
held at fair value - 71,665 71,665 - 158,764 198,764
10 Net returns on contracis
for difference 29 (22) 7 - - -
Total income 29,520 71,643 101,163 27782 198,764 226,546
Expenses
5 Management and performance fees (3.186) {1,593) (4.779) (2,914) (1,457) (4.371)
5 Repayment of prior years' VAT 73 37 110 547 360 907
3 Direct property expenses, rent
payable and senace charge costs {1,577) - (1,577) {(1,792) - (1,792)
& Other administrative expenses (850) - (850) (858) - (858)
Total operating expenses (5.540) {1.556) {7.096) (5017) (1,097) (6,114)
Operating profit 23,980 70,087 94,067 22,765 197,667 220,432
7 Finance costs {1,479) (1,479) (2,958) (1,143) (1,143) (2,286)
Profit from operations
before tax 22,501 68,608 91,109 21622 196,524 218,146
8 Taxation (1,497) 828 (669) (4,504) 1,406 (3,098)
Total comprehensive income 21,004 69,436 90,440 17,118 197,930 215,048
9a Earnings per Ordinary share 6.94p 20.61p 27.55p 518p 5971p 64 89p
Sb Earnings per Sigma share 2.57p 13.25p 15.82p 306p 3573p 38 79p

The Total column of this statement represents the Group's Statement of Comprehensive Income, prepared in accordance
with IFRS The Revenue Return and Capital Return columns are supplementary to this and are prepared under guidance
published by the Association of Investment Companies All tems in the above statemnent dernve from continuing

operations

All income 15 attributable to the shareholders of the parent company There are no minority interests

The notes on pages 67 to 88 form part of these accounts
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THE GROUP/COMPANY

Group and Company Statement of Changes in Equity

Share Caprtal
Share Caprtal Premmum  Redemption Retained Eamings
Ordinary Sigma Account Reserve QOrdinary Sigma Total
for the year ended 31 March 2011 £000 £000 £000 £000 €000 £000 €000
At 31 March 2010 64,181 15,615 43,162 43513 338,641 92,965 598,077
Net profit for the period - - - - 70,678 19,762 90,440
Ordinary shares repurchased (125) - - 125 (826) - (826)
Ordinary dividends paid - - - - (14,750) (2,498) (17248)
At 31 March 2011 64,056 15,615 43,162 43,638 393,743 110,229 670,443
Share Capual
Share Capnal Premium Redermption Retained Earmings
Ordinary Sigma Account Reserve Ordinary Sigma Total
for the year ended 31 March 2010 £'000 £'000 £'000 E'000 £000 £'000 £'000
At 31 March 2009 64,181 15,615 43,162 43,513 186,807 47011 400,289
Net profit for the period - - - — 166,596 48,452 215,048
Ordinary dividends paid - - - - (14,762) (2,498) (17260)
At 31 March 2010 64,181 15,615 43,162 43513 338,641 92,965 598,077

The notes on pages 67 to 88 form part of these accounts
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[ THE GROUP/COMPANY

Group and Company Balance Sheets

as at 31 March 2011

Group Company Group Company

2011 2011 2010 2010

Notes £000 €000 £'000 £'000
Non-current assets

10 Investments held at fair value 721,572 700,872 646,222 626,622

10 Investments in subsidianes - 44,753 - 53,745

721,572 745,625 646,222 680,367
Current assets

12 Debtors 8,892 8,617 10,325 9,644

Cash and cash equivalents 4,188 3,876 11,445 11,402
13,080 12,513 21,770 21,046

14  Current liabilities (45,819) (87.547) (51,366) (103,179)
Net current liabilities (32,739) (75,034) (29,596) (82,133)
Total assets less current liabilities 688,833 670,591 616,626 598,234

14 Non-current liabilities {18,390) (148) {18,549) (157)
Net assets 670,443 670,343 598,077 598,077

Capital and reserves

15 Called up share capital 79,671 79,671 79,796 79,796
16 Share premium account 43,162 43,162 43162 43,162
16 Capital redemption reserve 43,638 43,638 43 513 43513
17 Retained gamings 503,972 503,972 431,606 431,606

Equity shareholders’ funds 670,443 670,443 598,077 588,077

Net asset value per:
20a  Ordinary share 207.08p 207.08p 18522p 185 22p
20b  Sigma share 111.94p 111.93p 98 12p 98 12p

These accounts were approved by the directors of TR Property Investment Trust ple (Company No 84492) and
authonsed for 1ssue on 10 June 2011

P Salsbury — Director P g&;

The notes on pages 67 to 88 form part of these accounts
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THE GROUP/COMPANY |

Group and Company Cash Flow Statements

as at 31 March 2011

Group Company Group Company
2011 2011 2010 2010
£000 £000 £000 £'000

Reconciliation of operating revenue to net cash

inflow/(outflow) from operating activities
Profit from operations before tax 91,109 90,908 218,146 218,207
Financing actvities 2,958 3,774 2,286 2,650
Gamns on investrments held at fair value through

profit or loss (71,665) (72,680) | (198,764) (196,6i8)
Increase n accrued income {349) 27) (306) {566)
Decrease/{increase) in other debtors 4,056 3,552 {3,250) {3,156)
Increase/(decrease) in creditors 224 15,570 (4,118) (5,853)
Net purchases of investments {4,259) (18,232) (97,357) (97653)
Increase in sales settlement debtor {2,071) {2,071) (775) {775)
Increase/(decrease) in purchase settlement creditor 4,268 4,268 {274) (274)
Scnp dividends included in investment income (837) (837) (2,937) (2937)
Net cash inflow/(outflow) from operating activities

before interest and taxation 23,434 23,981 (87.347) (86,975)
Interest paid (2,958) (3,.774) (2,286) (2,650)
Taxation paid {1,329) {1,329) (1,323) (1,323)
Net cash inflow/{outflow) from operating activities 19,147 18,878 (90,956) (90,948)
Financing activities
Equity dwvidends paid {17.248) (17,2a8) (17.260) (17,260)
Purchase of Ordinary shares (826) (826) - -
(Repayment)/drawdown of loans {(8,538) {8,538) 45,250 45,250
Net cash (used in)/arising from financing activities (26,612) (26.612) 27,990 27990
Decrease in cash {7.465) {7,734) (62,966) {62,958)
Cash and cash equivalents at start of the year 11,445 11,402 77,568 77517
Exchange movements 208 208 (3,157) (3,157)
Cash and cash equivalents at end of the year 4,188 3,876 11,445 11,402

The notes on pages 67 to 88 form part of these accounts
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THE GROUP/COMPANY

Notes to the Financial Statements

1 Accounting polices
The financial statements for the year ended 31 March 2011 have been prepared in accordance with Internanonal Finanaal
Reporting Standards (IFRS), which compnse standards and interpretations approved by the international Accounting Standards
Board (IASB), together with interpretatons of the Internatonal Accounting Standards and Standing Interpretations Commuttee
approved by the International Accounting Standards Commuttee (IASC) that remain in effect, to the extent that they have been
adopted by the European Union and as regards the Company financial statements, as apphed 1 accordance with the prowsions
of the Companies Act 2006

The Group and Company finanaal statements are expressed in Stering, whtch 1s their functional and presentational currency
Sterling 1s the functional currency because 1t 1s the currency of the pnmary econormic environment in which the Group operates
Values are rounded to the nearest thousand pounds (£'000) except where otherwise indicated

a Basis of consolidation

The Group accounis consolidate the financial statements of the Company and its subsidianes to 31 March 2011 Companes,
other than subsidiaries, in which the Group has an investment representing 20% or more of the voting nghts and over which it
exerts significant influence, are treated as associates The Group accounts include the appropnate share of the resulis and
reserves of these companies based on the latest available accounts Other companies, in which the Group has an investment
representing 20% or more of the voting nghts but where the directors consider that the Group does not exert significant
influence, are not treated as associates and are acgounted for as investmenis

b Income

Dimdends recevable on eguity shares are treated as revenue for the year on an ex-dmidend basis Where no ex-dwidend date 15
avallable, dwidends receivable on or before the year end are treated as revenue for the year Prowision 1s made for any dwdends
not expected to be received Where the Group has elected to receve these dividends in the form of additional shares rather
than cash the amount of cash dividend foregone 1s recognised as sncome Differences between the value of shares receved and
the cash dividend foregone are recognised in the capital returns of the Group Statement of Comprehensive income The fixed
returns on debt securties are recognised on a time apporionment basis so as to reflect the effective yield on each such secunty
Interest recevable from cash and short term deposits I1s accrued to the end of the year

¢ Expenses

All expenses and finance costs are accountad for on an accruals basis An analysis of retained earnings broken down into
revenue and capital items 1s given 1n note 17 In armving at this breakdown, expenses have been presented as revenue items
except as follows

— expenses which are inaidental to the acquisitton or disposal of an investment,

— expenses are presented as capital where a conneciion with the maintenance or enhancement of the value of the investments
can be demonstrated One third of the management fees 1s deemed to relate to the admirustration of the Trust and charged to
revenue The remander are allocated 50% to revenue return and 50% to capital return to reflect the Board's expectations of
long term investment returns The gverall result is that two thirds of management fees are charged to revenue and one third to
capital All performance fees are charged to capital return

Expenses are allocated between the share dlasses as follows

— management fees are charged separately to each share class,

— admumistration cosis mncurred speafically by a single share class are charged to that class,

— other corporate expenses are allocated to the share class in proportion to the share classes’ relauve net asset values at the end
of the previous accounting pernod

d Finance costs
The finance cost in respect of capital instruments other than equity shares is calculated so as to give a constant rate of return on
the outstanding balance One half of the finance costs 1s charged to capital return

Finance costs are ailocated to the share dass utlising the capital instrument
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THE GROUP/COMPANY |

Notes to the Financial Statements contnuved

1 Accounting policies continued

e Taxation
Current tax assets and labilites are measured at the amount expected to be recovered from or paid to the taxation authontes,
based on tax rates and laws that are enacted or substantively enacted by the balance sheet date

Income tax 15 charged or credited directly to equity If 1t relates to items that are credited or charged to equity Otherwise income
tax Is recogmsed in the Group Statement of Comprehensive Income

The tax effect of different iterns of expenditure 15 allocated between capital and revenue for the Ordinary shares and the Sigma shares
using the Group's effectve rate of iax for the year The charge for taxation 1s based on the profit for the year and takes into account
taxation deferred because of tming differences between the treatment of certain items for taxation and accounting purposes

Deferred taxaton 1s provided using the hability method on all tming differences, calculated at the rate at whech it 1s annapated
the timing differences will reverse Deferred tax assets are recognised only when, on the basis of avallable ewdence, it 1s more
Ikely than not that there will be taxable profits in the future against which the deferred tax asset can be offset

The brought forward tax losses held within TR Property Investment Trust ple prior to the introduction of the new Sigma share
class have been spht between the Ordinary shares and the Sigma shares based on the proporton of Ordinary shares converted
to Sigma shares on 24 July 2007 {18 9943%) Tex losses will in the future only be transferred from one share class to another
to the extent that there are insufficent current year losses avalable to the share class claming the losses to cover the taxable
INCome ansing

The Company 1s an investment trust under s 1158 of the Corporation Tax Act 2010 and, as such, 1s not liable for tax on capsital
gans Capital gans ansing m subsidiary companies are subject to capital gains tax

f Investment property

Investment property

Investment property 15 measured initally at cost induding fransaction costs Transaction costs include transfer taxes, professional fees
for legal sennces and wunal leasing commissions to bnng the property to the condition necessary for it to be capable of operatng
The carmyng amount also includes the cost of replacing part of an existing Investment property at the sme that cost 1s iIncurred If the
recogniton crtena are met. The purchase and sale of properties 1s recogrised to be effected on the date unconditional contracts are
exchanged

Subsequent to wibial recognition, investment property 1s stated at far value Gamns or losses ansing from changes in the farr values
are mcluded in the Group Staterment of Comprehensive Income in the year in which they anse

Investment property 15 derecogmsed when it has been disposed of or permanently withdrawn from use and no future econormic
benefit s expected from 1ts disposal Any gains or losses on the retuement or disposal of investment property are recogrised in the
Croup Statement of Comprehensive Income in the year of retirement or disposal

Gans or losses on the disposal of investment property are determined as the difference between net disposal proceeds and the
carnying value of the asset in the previous full pencd finanaial statements

Revaluation of Investment Properties

The Group cames Its Investment properties at far value (market value) revalued twace a year, wath changes in fair values being
recogrised i the Group Statement of Comprehensive Income The Group engaged Drvers Jonas Deloitte as independent
valuation specialists to determine market value as at 31 March 2011

Vaiuations of Property
Determination of the market value of investment propertes has been prepared on the basis defined by the RICS Valuahon
Standards 6th Ediwon (The Red Book) as follows

“The estmated amount for which a property should exchange on the date of valuanan between a willing buyer and a willing seller in an
amn's length transacton after proper marketing wheren the partes had each acted knowledgeably, prudently and without compulsion”

~
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[ THE GROUP/COMPANY

Notes to the Financial Statements contmnued

Accounting polices continued

The valuation takes nto account future cash flow from assets (such as lettings, tenants’ profiles, future revenue streams, capital
values of fixtures and fitongs, plant and machinery, any environmental matters and the overall repair and condition of the
property) and discount rates applicable to those assets These assumptions are based on local market conditions existing at the
balance sheet date

In arnwng at therr estimates of market values as at 31 March 2011, the valuers have used therr market knowledge and
prafessional judgement and have not only relied solely on histoncal transactional comparables

Rental income
Rental income recewable under operating leases 1s recogrised on a straight-ine basis over the term of the lease, except for
contingent rental income which 1s recogrised when 1t anses

Incentives for lessees 1o enter into 'ease agreements are spread evenly over the lease term, even f the payments are not made on
such a basis The lease term 15 the non-cancellable peniod of the lease together wath any further term for which the tenant has the
option to continue the lease, where, at the incepron of the lease, the directors are reasonably certain that the tenant will exercise
that option Premiurmns received to terrmunate or extend leases are recogmised in the capital account of the Group Statement of
Comprehensive Income when they anse

Service charges and expenses recoverable from tenants

Income ansing from expenses recharged to tenants is recogrised in the penod m which the expense can be contractually
recovered Sennce charges and other such receipts are induded gross of the related costs in revenue as the directors constder
that the Group acts as prinaipal in this respect

g Investments
When a purchase or sale 1s made under contract, the terms of which require dehvery within the tmeframe of the relevant
market, the investments concerned are recognised or derecogrised on the trade date

All the Group's investments are defined under IFRS as mvestments designated as fair value through profit or loss but are also
described in these financial statements as nvestments held at far value

All investments are designated upon inmal recognition as held at fair value, and are measured at subsequent reporting dates at
fair value, which, for quoted investments, 1s either the bid price or the last traded pnce, depending on the convention of the
exchange on whtch the investment 1s quoted Unguoted investments or investments for which there s only an inactive market
are held at fair value which 1s based on valuatons made by the directors in accordance with IPEVCA guidelines and using current
market prices, trading condiions and the general economic chmate

o1 its fimancial statements the Companty recogruses 1ts investments in subsidianes at fair value, betng the net asset value of each
subsidiary

Derwvatives

Denvatves are held at farr value based either on traded pnces or Directors’ fair valuaton to the extent that traded pnces are
unavailable Gains and losses on denvabve transactons are recognised in the Group Statement of Comprehensive Income They are
recogrised as capital and are shown in the capual column of the Group Staterment of Comprehensive Income 1f they are of a capital
nature and are recognised as revenue and shown in the revenue column of the Group Statement of Comprehensive Income if they
are of a revenue nature To the extent that any gams or losses are of a mxed revenue and capital nature, they are apportioned
between revenue and capital accordingly

CFDs are synthetic equities and are valued by reference to the investments’ underying market values

The sources of the returns under the denvative contract (e g notional dwvidends, financing costs, interest returns and capial changes)
are allocated to the revenue and capital accounts in alignment with the nature of the underlying source of income and in
accordance with the guidance given in the AIC SORP Notional dwidend income or expenses ansing on long or short posiions are
apportioned wholly to the revenue account. Netionak mnterest income on short positions s allocated wheolly to the revenue account.
Notonal interest expense on long posmions 1s apportoned between revenue and capital in accordance with the Board's long term
expected returns of the Company (currently determined to be 509% to the revenue account and 50% to caputal reserves) Changes
in value relating to underlying pnce movements of secunties 1n relation to CFD exposures are allocated wholly to capital reserves
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Notes to the Financial Statements coninued

70

Accounting pohicies continued

h Movements in far value
Changes n the farr value of all investments held at far value are recognised in the Group Statement of Comprehensive tncome
On disposal, realised gains and losses are also recognised in the Group Statement of Comprehensive Income

1 Non-current liabilities

All loans and debentures are nitially recognised at cost, being the far value of the consideration recewed, less issue costs where
applicable After inbal recogrition, all interest-beanng loans and borrowings are subsequently measured at amortised cost
Amortised cost 1s calculated by taking into account any discount or premium on settlement The costs of arranging any interest-
bearing loans are capiahised and amortised over the life of the loan

j Foreign currency translation
Transactions involving foreign currencies are converted at the rate ruhng at the date of the transaction

Foreign currency monetary assets and liabilities are translated into Sterling at the rate ruling on the balance sheet date Foreign
exchange differences are recognised in the Group Statement of Comprehensive Income

k Cash and cash equivaients
Cash and cash equwalents compnse cash 1n hand and demand deposits

I Adoption of new and revised Standards

Standards and Interpretations effective in the current period
The accounting policies adopted are consistent wath those of the previous consclidated financial statemenis except as follows

The Group has adopted the following new and amended IFRS and IFRIC nterpretations as of 1 Apnl 2010

—IFRS 2 Share-based Payment — Group Cash-settled Share-based Payment Arrangements, effective 1 lanuary 2010

— IFRS 3 Business Combinatons (Rewsed) and 1AS 27 Consolidated and Separate Finangat Statements {(Amended), effective 1
luly 2009,

— IAS 39 Finanaal Instruments Recognition and Measurement — Eligible Hedged Items, effectwe 1 July 2009,

—IFRIC 12 Service Concession Arrangements, effective 1 Apal 2009,

— IFRIC 17 Distnbutions on Non-cash Assets to Owners, effective 1 November 2009,

— IFRIC 18 Transfers of Assets from Customers, effecive 1 November 2009,

— Improvements to IFRSs (Issued May 2008), effectve 1 January 2010, and

— Improvements to IFRSs (Issued Aprl 2009), effective 1 January 2010

When the adoption of the standard or interpretation i1s deemed to have an impact on the consohidated financial statements or
the performance of the Group, its impact 1s descnbed below

IFRS 3 Business Combinatrons (Rewised) and IAS 27 Consohdated and Separate Financial Statements (Amended)

IFRS 3 Business Combinations (Revised) and (AS 27 Consohdated and Separate Financial Statements (Amended) are
applicable to business combinations for which the acquisition date 1s on or after the beginming of the first annual pernod
beginning on or after 1 july 2009 IFRS 3 (Rewised) introduces significant changes in the accounting for business
combinations occurning after this date Changes affect the valuation of non-controlling interest, the accounting for transaction
costs, the inmial recogmtion and subsequent measurement of a contingent consideration and business combinations
achieved in stages These changes will impact the amount of goodwill recognised, the reported results in the period that an
acquisition occurs and future reported results

IAS 27 (Amended) requires that a change in the awnership interest of a subsidiary (without loss of control) 1s accounted for as a
transaction with owners in their capacity as owners Therefore, such transactions will no longer give nse to goodwill, nor wall it
gve nse to a gain or loss Furthermore, the amended standard changes the accounting for losses incurred by the subsidiary as
well as the loss of control of a subsidiary The changes by IFRS 3 (Rewvised) and 1AS 27 (Amended) will be applied prospectively
and will affect future business combinanons or loss of contral of subsidianes and ransacnons with non-controlling interest
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THE GROUP/COMPANY

Notes to the Financial Statements contnuved

1 Accounting policies continued

IAS 39 Financial Instruments Recognitton and Measurement — Eligible Hedged Items

The amendment clanfies that an entity 15 permitted to designate a poruon of the fair value changes or cash flow vanabibity of a
financial instrument as a hedged tem This also covers the designation of inflation as a hedged nsk or portion 1n particular
sittations The Group has concluded that the amendment will have no impact on the financial posimon or the performance of
the Group, as the Group has not entered into any such hedges

Early adoption of standards and interpretations

The standards issued before the reporting date that become effective after 31 March 2011 wall not have a matenal effect on
equity or profit for the period The Group has not early adopted any new Internanonal Financial Reporting Standard or
Interpretation

Standards 1ssued but not yet effective up to the date of 1ssuance of the Group financal statements are listed below

—IFRS S Finanaal Instruments, effective 1 January 2013

2 Investment income
2011 2010
£000 £000
Dwdends from UK listed investments 2,583 1,933
Dwidends from overseas hsted investments 18,079 11,007
Scnp diwvidends from overseas listed investments 837 2,537
interest from listed investments 331 428
Property income distnbutions 3,361 4,331
25,191 20,636
3 Net rental income
2011 2010
£000 E'000
Gross rental income 3,041 3,655
Service charge income 1,222 1,506
Direct property expenses, rent payable and service charge costs (1,577) (1,792)
2,686 3,369

Operating Leases

The Group has entered into commeraial leases on its property portfolio Commercial property leases typically have lease terms
between 5 and 15 years and include clauses to enable perodic upward revision of the rental charge according to prevaling
market conditions Some leases contain options to break before the end of the lease term
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Notes to the Financial Statements conmnved
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Net rental income continued

Future minimum rentals recewvable under non-cancellable operating leases as at 31 March are as follows

2011 2010
£000 £'000
Within 1 year 2,700 3,400
After 1 year but not more than 5 years 7400 10,000
More than 5 years 2,300 1,500
12,400 14,800
Other operating income
2011 2010
£000 £'000
Interesi receivable 13 142
Interest on VAT repayments - 694
Undenwnting commission 24 1,189
37 1,985
Management and performance fees
2011 2011 2011 2010 2010 2010
Revenue Capttal Total Revenue Capital Total
Retum Return Retum Retumn
£000 £000 £000 £'000 £'000 £000
Management fee 3,186 1,593 4,719 2,914 1,457 4,371
Repayment of priar years' VAT (73) (37) (110) {547) (360) (307)
Performance fee - - - - - -
3,113 1,556 4,669 2,367 1,087 3,464
A summary of the terms of the management agreement 1s given in the Report of the Directors on pages 50 and 51
Other administrative expenses
(including irrecoverable VAT) 2011 2010
£000 £'000
Directors' fees (Directors’ Remuneration Report on pages 46 and 47) 225 183
Auditors’ remuneration
- for audit of the financial statements 85 a7
- for audit of the financial statements of subsidianes 18 17
- for other semices 5 5
Other expenses 517 566
850 858
Finance costs
2011 2010
£'000 £000
Bank loans and overdrafts repayable wathin 1 year 1,187 516
Debentures repayable after more than 5 years LN 1,770
2,958 2,286
Amount allocated to capital return {1,479) (1,143)
Total allocated 1o revenue return 1,479 1,143
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Notes to the Financial Statements contnved

8 Taxation
a Analysis of charge in the year
2011 2011 201 2010 2010 2010
Revenue Caprtal Total Revenue Capnal Total
Return Return Retum Retum
£000 £000 £000 £'000 E'000 E'000
UK corporation tax at 28% 470 (766) (296) 4,457 (1,515) 2,942
Overseas taxaton 1,203 88 1,291 (21} - @2n
1673 (679) 995 4,436 (1.515) 2,921
Overprowision in respect of
pror years (167) ~ {(167) (89) - 89)
Current tax charge for the year 1,506 (678) 828 4,347 (1,515) 2,832
Deferred taxatton (9) (150) (159) 157 109 256
1,497 (828) 669 4,504 (1,406) 3,098

b Factors atfecting current tax charge for the year
The tax assessed for the period is lower than the standard rate of corporate tax in the UK for a large company of 28% The
difference 1s explained below

2011 2011 2011 2010 2010 2010
Revenue Capital Total Revenue Capual Total
Return Return Retum Return
£000 £000 E000 £'000 £'000 £'000
Net profit on ordinary
actwities before taxation 22,501 68,608 91,109 21,622 196,524 218,146
Corporation tax charge at 28% 6,300 19,210 25,510 65,054 55,027 61,081
Effects of
Non taxable gans
an investments - (20,060) {20,060) - (55,654) (55,654)
Tax relef on expenses (charged)/
credited to capital - 84 84 - (888) (888)
Non-taxable UK dividends (723) - (723) (541) - (541)
Non-taxable overseas dwdends (5.305) - (5,305) (1,298) - (1,298}
Overseas withholding taxes 1,203 88 1,291 (ZH - 2))
Overprovision 1n respect of
prior years (167) - (167) (89) - (89)
Disallowable expenses 4 - 3 23 - 23
Gther short term aming differences 194 - 194 219 - 219
Current tax charge/(credit) for
the year 1,506 (678) 828 4,347 (1,515) 2,832

The Group has not recognised deferred tax assets of £949,000 (2010 £576,000) ansing as a result of excess management
expenses and excess non-trade debits These expenses will only be utihsed if the Group has profits chargeable to corporation tax
in future accounang penods It is considered too uncertain that the Group wall generate such profits and, on this basis, the
deferred tax asset in respect of these expenses has not been recogmsed

Due to the Company's status as an Investment Trust, and the intenton to conunue meetng the conditions required to obtain
approval in the foreseeable future, the Company has not provided deferred tax on any capital gains and losses ansing on the
revaluation or disposal of investments 1n respect of properties held in subsidianes, prowision for capital gains tax has been made
for revaluation surpluses not sheltered by brought forward capital losses or non-trade debits
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Taxation continued

On 23 March 2011 as part of the 2011 Budget, the UK Government announced it intention to legislate to reduce the rate of
Corporation Tax to 26% with effect from 1 Apnt 2011, which was subsequently enacted under the prowsions of the Prowsional

Collecton of Taxes Act 1968 The effect of this reducuon 1s reflected in the unrecogrised deferred tax assets disclosed in
Note 8{b) above

¢ Provision for deferred taxation
The amounts of deferred taxahon prowded at 26% (2010 28%) comprnse

201 2011 2011 2010 2010 2010
Revenue Capital Total Revenue Capual Total
Return Return Retum Retum
Group £000 £000 £000 £'000 £'000 £000
Capral gans - 3,242 3,242 - 3,352 3,392
Accelerated capital allowances 148 - 148 157 - 157
Shown as
Deferred tax hability 148 3,242 3,390 157 3,392 3,549
2011 2011 201 2010 2010 2010
Revenue Capital Tatal Revenue Capital Total
Retum Retum Retum Return
Company £000 £000 £000 E'000 £000 £000
Capital gains 138 - 148 157 - 157
Shown as
Deferred tax habiity 138 - 148 157 - 157
The movement in provision n the year Is as follows
2011 2011 2011 2010 2010 2010
Revenue Capatal Total Revenue Caputal Total
Retum Retum Retum Retum
Group £000 £000 £000 £'000 £'000 £000
Provision at the start of the year 157 3,392 3,549 - 3,283 3,283
Accelerated capital allowances {9) - (9) 157 - 157
Caputal gains - (150) (150) - 109 109
Prowvision at the end of the year 148 3,242 3,390 157 3,392 3,549
201 2011 2011 2010 2010 2010
Revenue Capital Total Revenue Capttal Total
Return Return Retum Retum
Company £000 £000 £000 E'000 £'000 £'000
Prowision at the start of the year 157 - 157 - - ~
Accelerated capital allowances (9 - (9 157 - 157
Prowision at the end of the year 148 - 148 157 - 157
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Earnings per share
a Earnings per Ordinary share
The earnings per Ordinary share can be analysed between revenue and capital, as below

THE GROUP/COMPANY

Year Year

ended ended

31 March 31 March

2011 2010

£000 £ 000

Net revenue profit 17,793 13,292

Net capital profi 52,885 153,304

Net total profit 70,678 166,596

Weighted average number of shares in 1ssue during the year 256,514,041 256,725,000

pence pence

Revenue earnings per share 6.94 518

Capttal earnings per share 20.61 5971

Earnings per Ordinary share 2755 6489

b Earnings per Sigma share

The earnings per Sigma share can be analysed between revenue and capital, as below

Year Year

ended ended

31 March 31 March

2011 2010

£000 £'000

Net revenue profit 3.211 3,826

Net capital profit 16,551 44,626

Net total profit 19,762 48,452

Weighted average number of shares in issue dunng the year 124,922,000 |124,922,000

pence pence

Revenue earnings per share 157 306

Capital earnings per share 13.25 3573

Earnings per Sigma share 15.82 3879
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Earmings/(loss) per share continued
¢ Reconciliation of Group and Share Class Earnings

201 2011 2011
Revenue Caprtal Total
Return Retum
€000 £000 £000
Net profit per Group Statement of Comprehensive Income 21,003 69.436 90,440
Net profit per Ordinary Shate Class Statement of Comprehensive Income 17,793 52,885 70,678
Net profit per Sigma Share Class Statement of Comprehensive Income 3,211 16,551 19,762
21,004 69,436 90,440
Weighted average number of Ordinary
shares in issue dunng
the year 256,514,041 256,514,041 256,514,041
Weighted average number of Sigma
shares In 1ssue dunng
the year 124,922,000 124,922,000 124,922,000
Net earnings per Ordinary share 6.94p 20.61p 2755p
Net earnings per Sigma share 257p 13 25p 1582p
Investments held at fair value
(i) Analysis of investments
Group Company Group Company
2011 2011 2010 2010
€000 £000 £000 E000
Listed in the Umted Kingdom 239,159 239,159 215,350 215,350
Listed overseas 438,088 438,088 380,106 380,106
lavestment properties 44,325 23,625 50,766 31,166
Investments held az fair value 721,572 700.872 646,222 626,622
Investments 1n subsidianes at fair value - 44,753 - 53,745
T21,572 745,625 646,222 680,367
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Investments held at farr value continued
(ii} Gains on investments held at fair value

THE GROUP/COMPANY

31 March 31 March
2011 2010
£000 £'000
Cains on sale of nvestments 29,464 22,534
Movement in investment helding gains 42,052 179,489
Net movement on foreign exchange 149 (3.259)
71,665 198,754
(iii) Business segment reporting !
Gross
Valuaton Net Net valuation revenue
31 March addibons/ appreciation/ 31 March 31 March
2010 (disposals) {depreciation) 2011 2011
£000 £000 £000 £000 £000
Listed investments 595,456 12,968 68,823 677.247 25,191
Direct property 50,766 (8,134) 2,693 44,325 2,904
Contracts for difference - - (22) 22) 29
646,222 5834 71,494 721,550 28,124
(iv) Geographical segment reporting
Gross
valuation Net Net valuation revenue
31 March additions/ appreciaton/ 31 March 31 March
2010 {drsposals) (depreciation) 2011 2011
£000 £'000 £'000 £000 £000
UK listed equities and convertibles 214,273 8,882 14,950 238,105 5,944
UK diect property 50,766 (8.134) 2,693 44,325 2,904
Continental European listed equibes 376,562 6,851 53,841 437,254 18,916 [
Fixed interest 4,621 (2,765) 32 1,888 331
Contracts for difference - - (22) (22) 29
646,222 3,834 71,494 721,550 28,124

Included 1n the above figures are purchase costs of £282,000 (2010 £412,000) and sales costs of £135,000 {2010 £370,000)

These comprise mainly stamp duty and commissian

(v) Substantial share interests

The Group held interests In 3% ar mare of any class of caprtal in 7 investee companies None of these investments 15 considered
significant 1n the context of these financial statements See note 22 on page 88 for further details of subsidiary nvestments

(v1) Fair values of finanaal assets and financial liabilittes
Financial assets and financal habihnes are either carned in the Balance Sheet at thewr fair vatue (investments) or the balance sheet
amount 1s a reasonable approxmaton of fair value (due from brokers, dmidends and interest recevable, due to brokers, accuals

and cash at bank)
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Investments held at fair value continued

Fair value hierarchy disclosures
The table below sets out fair value measurements using the IFRS 7 farr value hierarchy

Financial assets at fair value through profit or loss
At 31 March 2011

Level 1 Level 2 Level 3 Total

£000 £000 £000 £000

Equity investments 675,231 - 150 675,381
Fixed nterest nvestments 1,888 - - 1,888
Contracts for difference - (22) - (22)
677,119 (22) 150 677,247

At 31 March 2010

Level 1 Level 2 Level 3 Total

£'000 £'000 £'000 £000

Equity investments 590,685 - 150 590,835
Fixed nterest investments 4,621 - - 4,621
585,306 - 150 595,456

Categonsation within the hierarchy has been determined on the basis of the lowest leve! input that 1s significant to the far velue
measurement of the relevant asset as follows

Level 1 ~ valued using quoted prices n an actve market for identical assets
Level 2 - valued by reference to valuation techniques using observable inputs other than quoted prices within level 1
Level 3 - valued by reference to valuation techniques using inputs that are not based on observable market data

The valuation techniques used by the Group are explained in the accounting policies 1n note 1{g)
There were no transfers dunng the year between Level 1 and Level 2

Financial instruments

Risk management policies and procedures

The Group invests in equittes and other investments for the long term in pursuit of the Investment Objectives set out for each
share class on pages 2 and 3 The Group 15 exposed to a vanety of nisks that could result in erther a reduction or an increase in
the profits available for distribution by way of dwidends

The prncipal nsks the Group faces in tts portfolio management actvities are

= Market nsk (compnsing price nsk, currency nsk and interest rate nsk)
= biquidny nsk
«  Credit nsk

The Investment Manager's policies and processes for managing these nsks are summansed on pages 79 to 83 and have been
applied throughout the year
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111 Market Price Risk
By the very nature of its actmities, the Group’s investments are exposed to market prce fluctuations

Management of the risk

The Manager runs diversified portfolios for each share class and reports to the Board on the porifolo actvity and performance at
each board meeung The Board monitors the investment activity and strategy to ensure it 1s compatible with the stated objectives
for each share class

The Group's exposure 10 changes in market prices on s quoted equity investiments and invesiment property porticho, was as follows

2011 2010
£000 £'000
tvestments held at farr value 721,572 646,222

Concentration of exposure to pnice risks

As set out in the Investment Poliaies for each share class on pages 2 and 3, there are guidehnes to the amount of exposure to a
single company, geographical region or direct property These guidelines ensure an appropnate spread of exposure to tndwidual
or sector price nsks As an investrment company dedicated to investment in the property sector, the Group Is exposed to price
maovements across the property asset class as a whole

Price nsk sensitivity

The followng table iustrates the senstivity of the profit after taxation for the year and the value of shareholders’ funds to an
increase or decrease of 15% in the far values of the Group's equity and direct property Investments This level of ¢change is
consistent with the example shown i the prevtaus year The sensitvity analysis 1s based on the Graup's equities and direct
property exposure at each balance sheet date, with all other vanables held constant

2011 2011 2010 2010
Increase Decrease Increase Decrease
tn fair value n fair value n far value m fair value
E£000 €000 £000 £000
Statement of Comprehensive Income — profit after tax
Revenue return {(148) 148 (114) 114
Capital return 108,178 {108,178) 96,883 (96,883)
Change to the profit after tax for the year/shareholders’ funds 108,030 (108,030) 96,769 (96,769)
Change to total earnings/(loss)
per Qrdinary share 33 39p (33 39)p 2991p (2991)p
per Sigma share 18.00p (18 00)p 16 00p (16 00)p

11.2  Currency Risk
A proportian of the Group’s pordfolio 1s tnvested 1n overseas securties and theu Sterhing value can be significantly affected by
movements 1n foreign exchange rates

Management of the risk

The Board recewes a report at each board meeting on the proportion of the investment portfolio held 1n Sterling, Euros or other
currencies The Group may somenmes hedge foreign currency movements outside the Eurozone by funding investments 1n
overseas secunties with unsecured loans denominated in the same currency

Cash deposits are held in Sterling and/or Euro denominated accounts
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Fareign currency exposure
At the reporting date the Group had the follawing exposure
(Sterling has been shown for reference)

Currency 2011 2010
Sterling 36 2% 36 0%
Euro 49 6% 51 2%
Swedish Krona 8.8% 8 4%
Other 5 3% 4 40

The following table sets out the Group's total exposure to foreign currency nsk and the net exposure o foreign currencies of the

monetary assets and liabiites

Swedish
Steding Euro Krona Other
2011 E'000 €000 €000 £000
Recevables (due from brokers, dwdends and other
income recenvable) 2,748 2,320 3,763 61
Cash at bank and en deposit 2,512 1,121 232 323
Bank loans and overdrafts (31,400) (5.312) - -
Payables (due to brokers, accruals and other creditors) {3.403) (5.363) (282) -
FFX Positions 7,458 - (8.896) 1,379
CFD Positions (Gross Exposure) - - 674 -
Total foreign currency exposure on net monetary items (22,085) (7.234) (4,509) 1,763
Investments held at fair value 283,484 339,714 63,698 34,676
Non-current liabilities (18,390) - - -
Total net currency exposure 243,009 332,480 59,189 36,439
Swedish
Stering Euro Krona Other
2010 E'000 E'000 E£'000 £'000
Recewables (due from brokers, dwidends and other

income recewvable) 6,602 2,219 1,435 69
Cash at bank and on deposit 10,601 678 8 158
Bank loans and overdrafis (45,250) - - -
Payables {due to brokers, accruals and other creditors) (4,522) (S3) (593) (508)
Total forergn currency exposure on net monetary items (32,569) 2,804 850 (681)
Investments held at fair value 266,116 303,371 49,624 27111
Non-current habilines {18,549) - - -
Total net currency exposure 214,998 306,175 50,474 26,430
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Currency Risk continued
Foreign currency sensitivity

THE GROUP/COMPANY

The following table illustrates the sensitwity of the profit after tax for the year on the Croup's equny in regard to the exchange
rates for Stering/Euro and Sterling/Swedish Krona and other currencies

It assumes the following changes in exchange rates

Sterhng/Euro +/- 15% (2010 15%)

Sterling/Swedish Krona +/- 15% (2010 15%)

Sterling/Other +/- 15% (2010 15%)

If Sterling had strengthened against the currencies shown, this would have had the following effect

Year ended 31 March 2011

Yaar ended 31 March 2010

Swedish Swedish
Euro Krona Other Euro Krona Cther
£000 £000 £000 E'000 £'000 E000
Statement of Comprehensive
Income ~ profit after tax
Revenue return (1.743) (2a48) (1) {1,123) (84) 5
Capntal return (44,280) (8,389) (a.520) (39,540) (6,467) (3.686)
Change to the profit after tax
for the year/shareholders’ funds {46,023) {8,637) (4.631) (40,663) (6,551) (3,681)
2011 2010
Change to total earnings
per Crdinary share (17.63)p (1522)p
per Sigma share {(11.30)p (©47p
If Sterhng had weakened against the currencies shown, this would have had the following effect
Year ended 31 March 2011 Year ended 31 March 2010
Swedish Swedish
Euro Krona Other Euro Krona Qther
€000 £000 €000 £'000 £'000 £'000
Statement of Comprehensive
Income — profit after tax
Revenue return 2,359 335 150 1,520 113 €)]
Capital return 59,899 11,350 6.115 53,495 8,750 4,988
Change to the profit after tax
for the year/shareholders’ funds 62,258 11,685 6,265 55,015 8,863 4,981
2011 2010
Change to total earnings
per Ordinary share 23.85p 2059p
per Sigma share 15 28p 1281p
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Interest rate risk

Interest rate movermenis may affect

= the far value of any investments 1n fixed interest secunties

» the fair value of the debenture loan

+ the level of Income recenable from cash at bank and on deposit
+ the level of interest expense on any vanable rate bank loans

+  the pnces of the underlying secunties held in the portfolios

Management of the nsk

The possible effects on farr value and cash flows that could anse as a result of changes in interest rates are taken nto account
when making investment decisions Property companies usually bave borrowings themselves and the level of geanng and
structure of tts debt portfalio 15 a key factor when assessing the investment i a property company

The Group has fixed and vanable rate borrowings The interest rate on the debenture loan 15 fixed, details are set out in note 14
In addition 1o the debenture the Group has an unsecured, muln-currency revolving loan facility which carnies a vanable rate of
interest based on the currency drawn, plus 2 margin This facility totals £50,000,000 (2010 £50,000,000)

The Manager considers both the level of debt on the balance sheet of the Group (1 e the debenture and any bank loans drawn)
and the “"see-through” geanng, taking 1nto account the assets and labilines of the underlying investments, when considenng the
investment portioho These geanng levels are reported regularly to the Board

The majorty of the Group’s investment portfolio 1s non-interest beanng As a result the Group's financial assets are not directly
subject to significant amounts of nsk due to fluctuations In the prevailing levels of market interest rates

Interest rate risk exposure

The exposure at 31 March of financial assets and financial habilines to interest rate nsk s shown by reference to
— floatng interest rates when the interest rate 1s due to be re-set

— fixed interest rates when the financial instrument s due to be repad

The Group's exposure to floating interest rates on assets 1s £4,188,000 (2010 £11,445,000)
The Group's exposure to fixed interest rates on assets 1s £1,888,000 (2010 £4,621,000)
The Group's exposure to fixed interest rates on habilines 1s £51,712,000 (2010 £6C,250,000)

Interest recervable and finance costs are at the following rates

— Interest receved on cash balances, or paid on bank overdrafts, 1s at a margin over LIBOR or its foreign currency equivalent
(2010 same)

- Interest paid on borrowings under the multi-currency loan facility 1s at a margin over LIBOR or its foreign currency equivalent for
the type of loan

— The finance charge on the debenture stock was at an interest rate of 11 81% (2010 11 76%)

The year end amounts are Aot representative of the exposure to interest rates dunng the year as the level of exposure changes as
investments are made n fixed interest secunbes, borrowings are drawn down and repaid, and the mix of borrowings between |
floating and fixed interest rates changes

Interest rate sensitivity
A change of 2% on nterest rates at the reporuing date would have had the following direct impact

201 2011 2010 2010

2% 2% 2% 20

Increase Decrease Increase Decrease

€000 €000 £000 £000

Change to shareholders’ funds (a68) 468 (487) 487

Change to total earrings/(loss)

per Ordinary share (01a)p 0.14p ©14)p 014p
per Sigma share (0 09)p 0.09p {C 10)p 010p

This level of change 1s not representative of the year as a whole, since the exposure changes throughout the pernod
This assessment does not take into account the impact of interest rate changes an the market value of the vestments the
Group holds
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Liquidity nisk
Unquoted investrnenis In the portfolio are subject to iguidity nsk The Group did not hold any unquoted investments throughout
the finanaial year

In certain market conditions, the hquidity of direct property investments may be reduced At 31 March 2011, 6% of the Group's
investment portfolio was held in direct property investments

At 31 March 2011, 94% of the Group’s imvestment portfolio 15 held in hsted secuntes which are predorminantly readily realisable

Management of the risk

The Manager sets guidelines for the maximum exposure of the portiolio to unquoted and direct property investments These are
set out n the Investment Policies on pages 2 and 3 Al unquoted investments and direct property investments with a value over
£1 million must be approved by the Board for purchase

Credit nsk
The fatlure of a counterparty to 2 transaction to discharge its obligations under that transaction could result in the Group sufferning
a loss

Management of the risk

Investment transactions are carried out with a number of brokers, whose credit standing 1s reviewed penodically by the Manager,
and hmits are set on the amount that may be due from any one broker Cash at bank s anly held with banks with high quality
external credit ratings

Fair values of financial assets and finanaal liabilities

Except for the debenture loans which are measured at amortised cost, the farr values of the financial assets and financial habilines
are erther camed in the balance sheet at their far value (investments) or the balance sheet amount 1s a reasonable
approximation of farr vaiue (debtors, creditors, cash at bank and bank overdrafts, accruals and prepayments)

The fair values of the histed investments are denved from the bid price or last traded price at which the secunties are quoted on
the London Stock Exchange and other recognised exchanges

The farr values of the properties are denved from an open market (Red Book) valuation of the propertes on the Balance Sheet
date by an independent firm of valuers (Drvers Jonas Deloite)

There was one unguoted investment at the Balance Sheet date, Nanette Real Estate, with a value of £88,000 in the Ordinary
Share Class and £62,000 in the Sigma Share Class

The amounts of change in farr value for sucn investments recegrised 1n the profit or loss for the year was a gain of
£71,494,000 (2010 gan of £202,023,000)

Debtors
Group Company Group Company
2011 2011 2010 2010 :
£000 £000 £'000 £000
Amounts falling due within cne year
Secunyes and propertes sold for future settlement 4,366 4,366 2,295 2,295
Tax recoverable 390 390 187 187
Frepayments and accrued income 3,836 3,736 3,501 3,465
Other debtors 300 145 4,347 3,697
8,892 8,637 10,325 9,644
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VAT recovenes on management fees

Over the last three years, the Company's previous Manager, Henderson Clobal Investors and the Company's current Manager,

Thames River Capital made successful claims for VAT incorrectly paid for the peniods batween March 2001 and September 2004,

January 1990 to December 1996 and October 2004 to June 2007

18 9943% of the refunds were allocated to the Sigma share class and 81 0057% to the Ordinary share class in accordance with
the ratio of Ordinary shares which converted to Sigma shares when the Sigma share class was created in July 2007

The allocation of the total refunds recewved 1n the financal years ended 31 March 2010 and 2011 between the two share classes

across the income and caputal accounts 15 summansed below

Ordinary share class.

Year ended 31 March 2011

Year ended 31 March 2010

Revenue Capital Total Revenue Capital Totak

Retum Retumn Retum Retum
£000 £000 £000 £'000 £'000 E'C00
VAT refund received 59 30 89 443 292 735
Interest thereon - - - 562 - 562
59 30 89 1,005 292 1,297

Sigma share class
Year ended 31 March 2011 Year ended 31 March 2010

Revenue Capital Total Revenue Caputal Total

Retum Return Retumn Return
£000 €000 £000 £'000 £'000 £'000
VAT refund receved 14 7 21 104 68 172
Interest thereon - - - 132 - 132
14 7 n 236 68 304
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Current and non-current hiabilities

THE GROUP/COMPANY

Group Company Group Company
2011 2011 2010 2010
£000 £000 £'000 £000
Amounts falling due within one year
Bank loans and overdrafts 36,712 36,712 45,250 45,250
Securnities and properties purchased for future settlement 5,87 5.871 1,603 1,603
Amounts due to subsidianes - 42,301 - 52,408
Tax payable 1,346 1,346 1,642 1,642
Accruals and deferred income 1,109 629 1,389 910
Amounis payable n respect of contracts for difference 22 22 - -
Other creditors 759 666 1,482 1,366
45,819 87,547 51,366 103,179
Non-current liabilties
Debenture loan 15,000 - 15,000 -
Deferred taxation 3,390 148 3,549 157 '
18,390 148 18,549 157

The total amount of secured creditors 15 £15,000,000 (2010 £15,000,000)

Debenture loan

£15,000,000 (2010 £15,000,000) participation by TR Property Finance Limited, a subsidiary, in 11 5% 2016 several debenture
stock 1ssued by Trustco Finance plc, which 1s guaranteed by the Company by a floating charge over its assets The fair value of this

debenture at 31 March 2011 was £19,297,000 (2010 £20,265,000)

The Company and Group have complied with the terms of the debenture agreement throughout the year

Multi-currency revolving loan facilities

The Group also has unsecured, multi-currency, revolving short-term loan facliies totalling £50,000,000 (2010 £50,000,000)
£40,000,000 of this loan may be drawn by the Ordinary share class and £10,000,000 by the Sigma share class At 31 March
2011, the Ordinary share dass had drawn down £27,700,000 (2010 £35,250,000) and the Sigma share class had drawn down

£9,012,000 {2010 £10,000,000)

An agreement for a further unsecured multi-currency revelving toan facility of £30,000,000 avallable for a perod of two years was

entered into on 12 May 2011
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15 Called up share capital
a Ordinary share capital

The balance classified as Ordinary share capital includes the norminal value proceeds on issue of the Ordinary equity share

capital compnsing Ordinary shares of 25p

Authonsed tssued, allotted and fully paid
Number £000 Number E'000
Ordinary shares of 25p
At 1 Apnl 2010 542,287,064 135,572 256,725,000 64,181
Shares repurchased - - (500,000) (125)
AL 31 March 2011 542,287,084 135,572 258,225,000 64,056

During the vear, the Company made market purchases for cancellaion of 500,000 Ordinary shares of 25p each, representing
0 19% of the number of shares in 1ssue at 31 March 2010 The aggregate consideration paid by the Company for the shares

was £826,000 Shares are repurchased in order 10 enhance sharehelder value

b Sigma share capital

The balance classified as Sigma share capital includes the nominal value proceeds on issue of the Sigma equity share capital

compnsing Sigma shares of 12 5p

Authorised Issued, allotted and fully paid
Number £000 Number €000
Sigma shares of 12 5p
At 1 Apnl 2010 and 31 March 2011 473,766,572 59,221 124,922,000 15615

During the year, the Company made nc market purchases for cancellation

Since 31 March 2011, 200,000 Sigma shares have been purchased for cancellanon for an aggregate consideration of £180,000

16 Share premium account and capital redemption reserve
Share premium account

The balance classified as share prermium includes the premium above norinal value from the proceeds on 1ssue of the equity

share capual, compnsing Ordinary shares of 25p and Sigma shares of 12 5p

Capital redemption reserve

The capual redemption reserve 1s used to record the amount equivalent to the nominal value of purchases of the Company's

own shares 1n order 10 maintain the Company's capital

17 Retained earnings

Group Company Group Company

2011 2011 2010 2010

£000 £000 ECO0 E'000

Investment holding gains 190,766 201,106 148,839 157,319
Realised capital reserves 276,229 271,705 249,546 245657
466,995 472,811 398,385 403,578

Revenue reserve 316,977 31,161 33,221 28,030
503,972 503,972 431,606 431,606

Group Investment holding gains at 31 March 2011 include £1,346,000 loss {2010 same) relating to unlisted investmenis and

£10,816,000 (2010 £6,620,000) relating to tnvestment properties

Company investment holding gains at 31 March 2011 nclude £19,810,000 (2010 £15,700,000) relating to unlisted
nvestments and £6,766,000 revaluaton loss (2010 £8,215,000) relating to investment properiies Dwidends are only

distnbutable from the revenue reserve
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Dividends
Year Year
ended ended
31 March 31 March
2011 2010
£000 E£'000
Amounts recognised as distnbutons to equity holders in the year
Second intenm diwmdend for the year ended 31 March 2010 of 3 45p
(2009 3 45p final dvidend) per Ordinary share 8,857 8,857
Second intenm dwdend for the year ended 33 March 2010 of | i0p
per Sigima share {2009 1 10p final dwidend} 1,374 1,374
Interim dividend for the year ended 31 March 2011 of 2 30p (2010 2 30p)
per Ordinary share 5.893 5,805
Intenm dmdend for the year ended 31 March 2011 of 0 90p (2010 090p)
per Sigma share 1,124 1,124
17,248 17,260
Amounts not recognised as distnbutions to equity holders in the year
Proposed final diwidend for the year ended 31 March 2011 of 3 70p
{2010 3 45p second intenm dwvidend) per Ordinary share 9,480 8,857
Propesed final dwidend {or the year ended 31 March 2011 of 1 25p
{2010 110p second intenm dwvidend) per Sigma share 1,559 1,374

The final dwdend has not been included as a liability in these financial statements in accordance with 1AS 10 “Events after the

Balance Sheet date”

Set out below 1s the total dwidend to be paid in respect of the year This 1s the basis on which the requirements of 5 1158 of the

Corporation Tax Act 2010 are considered

Year Year
ended ended
31 March 31 March
20m 2010
E"000 D00
Intenm dwidend for the year ended 31 March 2011 of 2 30p (2010 2 30p)
per Ordinary share 5,893 5,805
Intenm divdend for the year ended 31 March 2011 of 0 90p (2010 090p)
per Sigma share 1,128 1,124
Proposed final dwidend for the year ended 31 March 2011 of 3 70p
(2010 3 45p second intenm dmdend) per Ordinary share 9,480 8,857
Proposed final dwdend for the year ended 31 March 2011 of 1 25p
(2010 1 10p second intenm dmdend) per Sigma share 1,559 1,374
18,056 17,260
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Notes to the Financial Statements conunved

19 Company revenue account
As perrmitted by Section 408 of the Companies Act 20086, the Company has not presented its own revenue account. The net
revenue after taxation of the Company dealt wath 1n the accounts of the Group was £20,379,000 (2010 £19,559,000)

20 Net asset value per share
a Net asset value per Ordinary share
Net asset value per Ordinary share I1s based on net assets atinbutable to Ordinary shares of £530,602,000
(2010 £475,500,000) and on 256,225,000 (2010 256,725,000) Ordinary shares in 1ssue at the year end

b Net asset value per Sigma share
Net asset value per Sigma share 1s based on net assets attnbutable to Sigma shares of £139,841,000
(2010 £122,577,000) and on 124,922,000 (2010 124,922,000) Sigma shares in 1ssue at the year end

21 Commitments and contingent liabilities
At 31 March 2011 and 31 March 2010 the Group had no capital commitments or contingent habilites

The Company has guaranteed a £15,000,000 (2010 £15,000,000) parhcpation n |1 5% 2016 several debenture stock
(see note 14)

22 Subsidiaries
The Group has the followsng principal subsidiaries, all of which are registered and operating 10 England and Wales

Name of Company Princapal Activities
TR Property Finance Ltd Investment holding and finance
Trust Urion Properties (Bayswater) Ltd Property investment
* The Colonnades iid Property investment
Trustco Finance pic Debenture 1ssuing vehicle

All the subsidiaries are wholly owned and all the holdings are ordinary shares The Group also has other subsidianes which are
either not trading or not significant

* indirectly held
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Notice of Annual General Meeting

Notice 1s hereby given that the Annual General Meeting of

TR Property Investment Trust plc will be held at 12 noon on
Tuesday 26 July 2011 at the Royal Automobile Club, 85/91 Pall
Maki, London SW1Y 5HS for the purpose of transacung the
following business

To consider and, if thought fit, pass the following Resolutions,
of which Resolutons 1 to 11 wall be proposed as Ordinary
Resolutions and Resolutions 12 and 13 shall be proposed as
Special Resolutions

Ordinary Business
1 To recewe the Report of the Directors and the Audited

Accounts for the year ended 31 March 2011

2 To approve the Directors’ Remuneration Report for the year
ended 31 March 201}

3* To dedare a final dwvdend of 3 70 pence per Ordinary share

4**  To declare a final dwidend of 1 25 pence per Sigma share

5 To re-elect Paul Spencer as a Director

6 Jo re-elect Caroline Burton as a Director

7 To re-elect Peter Salsbury as a Director

8 To re-elect Richard Stone as a Director

9 To re-appont Ernst & Young LLP as auditors of the Company

10 To authonse the directors to determine the remuneration
of the auditors

Special Business

1 THAT the Directors be generally and unconditionally
authonsed pursuant to and in accordance to Secton 551 of
the Comparues Act 2006 (the “Act™) to exercise all the
powers of the Company to allot shares i the Company and
to grant nghts to subscnbe for, or to convert any secunty
nio, shares in the Company up to a norunal value of
£26,283,345 (being approxmately 33% of the total issued
share capital of the Company as at the latest practcable
date prior to publication of the notice of the meeting)
provided that this authonity shall expire at the date of the
next Annual General Meetng of the Company (or, if earher,
at the close of business on 26 October 2012), save that
the Company shall be entitled to make offers or
agreements before the expiry of this authonty which would
or might require shares to be allotted or nghts to be
granted after such expiry and the Directors shall be entitled
to allot shares and grant nghts pursuant to any such offers
or agreements as If this authority had not expired

THE GROUP/COMPANY

12 THAT

{3) (subject to the nassing of resoluson 11 set out above)
the Directors be empowered pursuant to Section 570
and Section 573 of the Act to allot equity secunties (as
defined in Section 560 of the Act) for cash pursuant to
the authonty conferred by Resolunon 11 above and/or
to sell shares held by the Company as treasury shares
for cash as if Section 561(1) of the Act did nat apply
to any such allotment, provided that this power shall
be limited to

() the allotment of equity secunties and sale of
treasury shares for cash in connection with an offer
of, or invitatron to apply for, equity securties

(aa) to shareholders in proportion (as nearly as
may be practicable) to their existing holdings,
and

(bb) to holders of other equity securibes, as
required by the nghts of those secunties, or as
the Board otherwise considers necessary,

and so that the Board may ympose any lmits or
restnctions and make any arrangements which it
considers necessary or appropnate to deal with
treasury shares, fractional enttlements, record dates,
legal, regulatory or practical problems sn, or under
the laws of, any terntory or any other matter, and

(1} n the case of the authonty granted under
Resolution 11 and/or in the case of any sale of
treasury shares for cash, to the allotrent
(otherwise than under paragraph (1) above) of
equity secunties or sale of treasury shares up to &
nominal amount of £3,982,325 (being
approximately 5% of the total 1ssued share capital
of the Company as at the latest practicable date
pror to publication of the notice of meeting),

(b) the power given by this resolution shall expire upon
the expiry of the authonty conferred by Resolution 11
above, save that the Company shall be entitled to
make offers or agreements before the expiry of such
power which would or mught require equity secunties
to be allotted after such expiry and the Directors shall
be entitled to allot equity secunties pursuant to any
such offer or agreement as 1f the power conferred
hereby had not expired
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Notice of Annual General Meeting continued

13*** THAT the Company be and 1s hereby generally and
unconditonally authonsed 1 accordance with Section 701
of the Act to make market purchases (within the meaning of
Section 653(4) of the AQt) of Ordinary shares of 25 pence
each and Sigma shares of 12 5 pence each in the capital of
the Company on such terms and in such manner as the
Directors may fram time to time determine provided that

(a) the maxtmum number of Ordinary shares hereby
authonsed to be purchased shall be 14 99% of the
Company's Qrdinary shares in 1ssue at the date of the
Annual General Meeting (equiwvalent to 38,408,128
Ordinary shares of 25 pence each at 10 June 2011,
the date of this Notice of Annual General Meeting),

(b) the maximurn number of Sigma shares hereby
authonised 1o be purchased shall be 14 95% of the
Company’s Sigma shares in ssue at the date of the
Annual General Meeting (equwvalent to 18,695,828
Sigma shares of 12 5 pence each at 10 June 2011,
the date of this Notice of Annual Ceneral Meeting),

(¢) the maximum price (exclusive of expenses) which may
be pad for any such share shall not be more than the
higher of

{1 10509 of the average of the middle market
quotations for an Crdnary share (f an Ordinary
share 1s being purchased) or of a Sigma share (f a
Sigma share 1s being purchased) as taken from the
Londen Stock Exchange Daly Official List for the
five business days immediately preceding the date
on which the Company agrees to buy the shares
concerned, and

() the higher of the pnce of the last Independent
trade and the highest current independent bid for
an Ordinary share or Sigma share (as the case may
be} 1n the Company on the trading venue where
the purchase 1s camed out

(d) the mumimum pnce {(exclusive of expenses) which may
be paid for an Ordinary share shall be 25 pence, being
the nominal value per Ordinary share and for Sigma
shares the minimum price shall be 12 5 pence, being
the nominal value per Stgma share,

{e) the authorty hereby conferred shall expire at the
conclusion of the Annual General Meeting of the
Company 1n 2012 or at any other general meeting
prior to such time

90
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* In accordance with the Articles of Association holders of
Sigma shares do not have the nght to vote on a declaration
of a dwvidend in respect of the Ordinary shares.

** In accordance with the Articles of Association holders of
Ordinary shares do not have the nght to vote on a
declaration of a dividend in respect of the Sigma shares.

*** Holders of Ordinary shares will vote on Resolution 13
only in respect of market purchases of Ordinary shares and
holders of Sigma shares will vote on Resolution 13 only 1n
respect of market purchases of Sigma shares

Registered Office Registered 1n England No 84492
51 Berkeley Square

London
WINGBB

y Order of the Board
John Crehan

For and on behalf of
Capita Company Secretanal Services
Secretary

10 June 2011
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Notice of Annual General Meeting contnued

Directions rai mall clubhouse

The Royal Automobile Club has a dress code
Jacket and Tie

Notes to the Natice of Annual General Meeting

1 Members are entitled to appoint a proxy to exeraise all or
any of thewr nghts to attend and to speak and vote on ther
behalf at the meeting A shareholder may appoint more
than one praxy in relation to the Annual General Meeting
("AGM™) prowided that each proxy i1s appointed to exercise
the nghts attached to a different share or shares held by
that shareholder A proxy need not be a shareholder of the
Company To appoint more than one proxy, the proxy forrm
should be photocopied and the name of the proxy to be
appointed indicated on each proxy form together with the
number of shares that such proxy 1s appointed in respect of
To be vahd any proxy form or other instrument appainting a
proxy must be returned by post, by courier or by hand 1o
the Company's Registrars, Computershare Investor Sences
PLC, The Pavihions, Brdgwater Road, Bnsiol BS99 6ZY, or
alternatively, by going to waww eproxyappointment.com and
following the instructions prowided All proxies must be
apponted by no later than 48 hours befare the oame of the
AGM The return of a completed proxy form or other such
instrument wilf not prevent a shareholder attending the
AGM and voting in person if he/she wishes to do so

In arder to be able o attend and vote at the AGM or any
adjourned meeting, (and also for the purpose of calculating
how many votes a person may cast) a person must have
his/her name entered on the Register of Members of the
Company by 6 00 pm on 24 July 2011 (or 6 0C pm on
the date 2 days before any adjourned meeting) Changes
to entnes on the Register of Members after this ttme shall
be disregarded in determining the nghts of any person to
attend or vote at the meeting

Shareholders should note that it 1s possible that, pursuant to
requests made by shareholders of the Company under
Section 527 of the Companies Act 2006, the Company
may be required to publish on a website a statement
setting out any matter relaung to (1) the audit of the
Company's accounts (induding the auditer’s report and the
conduct of the audit) that are to be lad before the AGM, or
() any arcumstance connected wath an auditor of the
Cormpany ceasing to hold office since the previous meeting
at which annual accounts and reports were laid in
accordance with Section 437 of the Companies Act 2006
The Company may not requure the shareholders requesting
any such website publcation to pay its expenses in
complying with Sectons 527 or 528 of the Companies Act
2006 Where the Company s required to place a statement
on a website under Section 527 of the Companies Act
2006, it must forward the siatement to the Company's
auditor not later than the tme when it makes the statement
available on the website The business which may be dealt
with at the AGM includes any statement that the Company
has been required under Section 527 of the Companies
Act 2006 to publish on a website

Any carporatton which 15 a member of the Company ¢an
appoint one or more corporate representatves who may
exercise on 1ts behalf all of its powers as a member
provided that they do not d¢ so in relation to the same
shares

The nght to appoint a proxy does not apply to persons
whose shares are held on therr behalf by another person
and who have been nominated to recewve
communmication from the Company n accordance with
Section 146 of the Companies Act 2006 (“nominated
persons”) Nominated persons may have a nght under an
agreement with the registered shareholder who holds
shares on thewr behalf to be appointed (or to have
someone else appointed) as a proxy Alternatvely, 1f
nominated persons do not have such a nght, or do not
wish to exeraise it, they may have a nght under such an
agreement 0 given instructions to the person holding the
shares as to the exercise of voung nghts
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CREST members who wish to appoint a proxy or proxies
through the CREST electronic proxy appointment senvice
may do so for the AGM to be held on 26 July 2011 and
any adjournment(s) thereof by using the procedures
described in the CREST Manual CREST personal
members or other CREST sponsored members, and
those CREST members who have apponted a voting
service provider should refer to theirr CREST sponsors or
voting senvice provider(s), who will be able to take the
appropriate action on ther behalf

In order for a proxy appointment or instruction made by
means of CREST to be valid, the appropnate CREST
message (a “CREST Proxy Instruction”) must be properly
authenticated 1n accordance with Euroclear UK & Ireland
Limited's speaficauons and must contain the information
required for such instructions, as described in the CREST
Manual The message must be transmitted so as to be
receved by the Company's agent, Computershare
Investor Services PLC (CREST Participant ID 3RA50), no
later than 48 hours befare the tme appomnted for the
meeting For this purpose, the time of receipt will be
taken to be the time (as determined by the time stamp
applied to the message by the CREST Application Host)
from which the Company’s agent is able ta retrieve the
message by enquiry to CREST in the manner prescribed
by CREST

CREST members and, where applicable, therr CREST
sponsor of voting senvice provider should note that
Euroclear UK & Ireland Limited does not make available
special procedures in CREST for any particular messages
Normal system trmings and limitations will therefore apply
in relation to the input of CREST Proxy Instructions it 1s
the responsibility of the CREST member concemned to take
(or, if the CREST member 1s a CREST personal member or
sponsored member or has appomted a voting service
provides, to procure that tus CREST sponsor or voting
service provider takes) such action as shall be necessary
10 ensure that a message 1s ransmitted by means of the

TR Praperty Invastmen, Trust

Notice of Annual General Meeting contnued

CREST system by any particular time In this connection,
CREST members and, where applicable, their CREST
sponsor or vobng service provider are referred 1n particular
to those secuons of the CREST Manual concerning
practical imitations of the CREST system and timings

The Company may treat as invahd a CREST Proxy
Instruction 1 the crcumstances set out in Regulation
35(5)(a) of the Uncertificated Secunties Regulations 2001

Any member attending the meeting has the night to ask
questions The Company must cause to be answered any
such queston relating to the business being dealt with at
the meeung but no such answer need be given if (3) to
do 50 would interfere unduly with the preparation for the
meenng or involve the disclosure of confidential
information, (b) the answer has already been given on a
website 1n the form of an answer to a question, or {c) it
is undesirable in the nterests of the Company or the
good order of the meeting that the queston be
answered

A copy of this notice, and other information required by
Section 311A of the Companies Act 2006, can be found at
www trproperty com

Biographical details of the Directors are shown on page 44
of the Annual Report & Accounis

The 1ssued share capital of the Company 1s 256,225,000
Ordinary shares of 25p each and 124,722,000 Sigma
shares of 12 5p each The total number of voung nghts in
the Company 15 380,947,000 Sharcholders are rerminded
that on a poll vote, the total number of votes cast is
calculated according to the NAV per Ordinary share and
the NAV per Sigma share

The terms of reference of the Audit Commuttee, the
Management Engagement Committee and the Letiers of
Appointment for Directors will be available for inspection
for at least 15 munutes prior to and dunng the
Company's AGM
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Explanation of Notice of Annual General Meeting

Resolutions 1, 2, 3 and 4: Accounts, Directors’
Remuneration Report and Dividends

These are the resolutions which deal with the presentation of the
audited accounts and the approval of the directors’ remuneraticn
report and the declaration of the final dvidends The vote to
approve the remuneration report 1s advisory only and will not
require the Company to alter any arrangements detalled i the
report should the resolution not be passed

Resolution 5: Re-election of Director

Resolution 5 deals wath the re-election of Paul Spencer as director
Under the Articles of Association, Paul Spencer 1s required to retire
by rotation at the AGM, he has confirmed he will offer himself for
re-election

Resolution 6: Re-election of Director

Resolution & deals with the re-election of Caroline Burton, who has
served on the Board for more than nine years in accordance with
the Combined Code on Corporate Governance, which requires
directors who have served for more than nine years to seek annual
re-election, Carcline Burton wili retire at the forthcoming AGM and
she has confirmed she will offer herself for re-election

Resolution 7 Re-election of Director

Resclution 7 15 for the re-election of Peter Salsbury, whe has
served on the Board for more than rune years In accordance wath
the Combined Code on Corporate Governance, which reguires
directors who have served for more than nine years to seek annual
re-election, Peter Salsbury will retire at the forthcoming AGM and
he has confirmed he will offer himself for re-election

Resolution 8: Re-election of Director

Resclutian 8 15 for the re-election of Richard Stone, who has
served on the Board for more than nine years In accordance with
the Combined Code on Corporate Gavernance, which requires
directors who have served for more than nine years to seek annual
re-elechion, Richard Stone wall retire at the forthcoming AGM and
he has confirmed he will offer imself for re-election

Resolutions 9 and 10: Auditors

These deal with the re-appointment of the auditars, Emst & Young
LLP, and the authonsation for the directors to determine ther
remuneraton

Resolution 11, Allotment of share capital

QOur Board considers It appropnate that an authonty be granted to
allot shares in the caprtal of the Company up to a maximum
nominal amount of £26,283,345 (representing approximately
33% of the Company's 1ssued share capital as at 10 June 2011,
being the latest practical date prior to pubhication) As at the date
of this notice the Company does not hold any shares in treasury
The Dwrectors have no present intention of exercising this authonty
and would only expect to use the authonty if shares could be
wssued at, or at a premium to, the NAV per share of the relevant
share class If the Dwectors were to exerase this authonty, they
would ntend to exercise not more than two-thirds (£17,522,230)

of the mawmum nominal amount in respect of Ordinary shares
and not more than one-third (£8,761,115) of the maximum
nominal amount in respect of Sigma shares

Resolution 12 Disapplication of statutory pre-emption nghts
This resolution would give the Directors the authonty to allot
shares (or sell any shares which the Company elects to hoid in
treasury) for cash without first offening them to existing
sharehalders in proportion to their existing sharehaldings

This authonty would be imited to afiotments or sales in connection
with pre-emptive offers and offers to holders of other equity
securties If required by the nghts of those shares or as the board
otherwise considers necessary, or otherwise up to an aggregate
nominal amount of £3,982,325 (represenung a maximum of
15,929,300 Ordinary shares cr a maximum of 31,858,600 Sigma
shares) This aggregate nominal armount represents approximately
59 of the total 1ssued share capual of the Company as at 10 June
2011, the latest practcable date prior to publication of this Notice in
respect of this aggregate norminal amount, the Directors confirm ther
intention to follow the prowisions of the Pre-Emption Group's
Staternent of Principles regarding cumulative usage of authorities
within a rofiing 3-year penod where the Principles prowide that usage
in excess of 75% should not take place without prior consultation
with shareholders The Directors would intend not to exercise more
than two-thirds (£2,654,883) of the aggregate nominal amount In
respect of Ordinary shares and not to exercise more than one-third
(£1,327.442) of the aggregate nominal amount in respect of
Sigma shares

The authonty will expire at the earlier of close of business on
26 October 2012 and the conclusion of the annual general
meeting of the Company held in 2012

Resolution 13: Authonty to make Market Purchases of the
Company’s Ordinary and Sigma shares

At the AGM held on 27 July 2010, a speaal resolution was
proposed and passed, gwing the directors authonty, untl the
conclusion of the Annual General Meeting 1n 2011, to make
market purchases of the Company's own 1ssued Ordinary and
Sigma shares up to a maxirmum of 14 99% of the ssued share
capital This authonty will expire at this year's AGM

Your Board s proposing that they should be given renewed
authonty to purchase Crdinary and Sigma shares in the market.
Your Board beheves that to make such purchases in the market at
appropnate times and prices is a suitable method of enhanang
shareholder value The Company would, within guidelines set from
time to time by the Board, make either a single purchase or a
series of purchases, when market conditions are surtable, with the
am of maximising the benefits to shareholders

Where purchases are made 2t pnces below the prevailing Net Asset
Value per share, this will enhance the Net Asset Value for the
remaiming shareholders [t 15 therefore intended that purchases
would only be made at prices below Net Asset Value Your Board
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Explanation of Notice of Annual General Meeting contnued

consders that 1t will be most advantageous to shareholders for the
Company to be able to make such purchases as and when it
considers the trming to be favourable and therefore does not
propose to set a tmetable for making any such purchases

The Compames (Acquisitton of Own Shares) (Treasury Shares)
Regulanons 2003 (the "Regulations™ came 1nto force on

1 Decermnber 2003 The Regulations enable companies in the
Urted Kingdom to hold in treasury any of their own shares they
have purchased with a view to possible resale at a future date,
rather than cancelling them If the Company does re-purchase any
of its shares, the direciors do not currently intend to hold any of
the shares re-purchased in treasury The shares 50 re-purchased
will continue to be cancelled

The Listing Rules of the UK Listing Authonty hmit the maximum
price (exclusive of expenses) which may be paid for any such
share It shall not be more than the ugher of

0] 105% of the average of the riddle market quotanons for
an Ordinary share (if an Ordinary share 15 being
purchased) or of a Sigma share (if a Sigma share 1s being
purchased} as taken from the Londen Stock Exchange
Dally Officat List for the five business days immediately
preceding the date on which the Company agrees to buy
shares concerned and

94 TR Proparty I~vestment Trust

0] the higher of the price of the last independent trade and
the hughest current independent bid for an Ordinary share
or Sigma share 1 the Company on the trading venue
where the purchase 1s camed out.

The munimum price to be paid will be 25p per Ordinary share and
12 5p per Sigma share (being the nominal values) The Listing Rules
also lmit a hsted company to purchases of shares representing up to
15% of its ssued share capital in the market pursuant to a general
authonty such as this For this reason, the Company 1s imiting its
authonty to make such purchases to 14 99% of the Company's
Ordinary and Sigrma shares 1n 1ssue at the date of the AGM, this s
equwalent to 38,408,128 Ordinary shares of 25p each {nominal
value £9,602,032) and 18,695,828 Sigma shares of 12 5p each
(nominal value £2,336,978) at 10 june 2011, the date of the Notce
of the AGM The authority will last until the AGM of the Company to
be held in 2012 or at any other general meetng




Directors and Other Information

Directors

P L Salsbury (Chairman)
C M Burton

H Seaborn

P Spencer

R A Stone

Registered Office
51 Berkeley Square
London W1J 58B

Registered Number
Registered as an investment company n England and
Wales No 84492

Investment Manager
Thames River Capital LLP, authonsed and regulated by the
Financial Services Authonty

51 Berkeley Square
London W1J 5BB
Telephone
Facsimile

020 7360 1200
020 7360 1300

Fund Manager Ordinary Share Class up to 31 March 2011
C M Turner MRICS
Fund Manager Sigma Share Class up to 31 March 2011
Fund Manager Ordinary Share Class from 1 April 2011
M A Phayre-Mudge MRICS
Fund Manager Sigma Share Class from 1 Apnl 2011
J F K Wiltkinson MRICS
Finance Manager
5 L Elhott ACA
Assistant Fund Manager
A Lhonneur
Direct Property Manager
G P Gay MRICS
Investor Relations
A M Ello
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Secretary

Captta Company Secretanal Services
Ibex House, 42-47 Minones
London EC3N 1DX

Registrar

Computershare Investor Services PLC
PO Box 82

The Pavilions

Bridgwater Road

Bristol BS99 67Y

Telephone 0870 707 1363

Registered Auditor
Ernst & Young LLP

1 More London Place
London SE1 2AF

Stockbrokers

Cenkos Secunities plc

6, 7, 8 Tokenhouse Yard
London EC2R 7AS

Solicitors
Slaughter and May
One Bunhill Row
London ECI1Y 8YY

Share Plan and 15As

BNP Panbas Secunties Services
Block C, Western House

Lynch Wood Business Park
Peterborough PE2 6BP

Fund Administrator

BNP Panbas Secuniies Services
55 Moorgate

Ltondon

EC2R 6PA
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General Shareholder Information

Release of Results
The half year results are announced i late Movember The full year
results are announced In late May

Annual General Meeting
The AGM 1s held in Lendon in July

Dmidend Payment Dates
Dwidends are usually paid on the Ordinary and Sigma shares as
foliows

Intenm lanuary

Final August

Dividend Payments

Dmdends can be paid to Ordinary and Sigma shareholders by
means of BACS (Bankers' Automated Cleanng Services), mandate
forms for this purpose are available from the Registrar Alternatively,
shareholders can write to the Registrar (the address 1s given on
page 95 of this report) to give therr instrucnons, these must
include the bank account number, the bank account title and the
sort code of the bank to which payments are to be made

Share Pnce Listings

The market pnces of the Company's Ordinary and Sigma shares
are published daly in The Finangial Times Some of the
infarmation 1s published in other leading newspapers The Ftnanaial
Times also shows figures for the estmated Net Asset Values and
the discounts applicable

Share Price Information

Ordinary Shares Sigma Shares

ISIN GBO0OO9064097 GBOOB1YW2J11
SEDOL 0906409 B1YW2)1
Bloomberg TRYLN TRYS LN

Reuters TRYL TRYx.L
Datastream TRY TRYS

Intermet

Detaills of the market pnce and Net Asset Value of the Ordinary

and Sigma shares can be found at www.trproperty.co.uk on the
Company's website

Shareholders who hold thewr shares in certificated form can check
thewr holdings with the Registrar, Computershare Investor Senaces
PLC, via www computershare com Please note that to gan access
to your details on the Computershare site you will need the holder
reference number stated on the top left hand corner of your share
certificate

Disabihity Act

Copies of this Report and Accounts and other documents 1ssued by
the Company are available fram the Company Secretary If needed,
coptes can be made avalable in a vanety of formats, including
Brallle, audio tape or larger type as appropnate
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You can contact the Registrar, Computershare Investor Sennces
PLC, wiich has installed textphones to allow speech and heanng
imparred people who have therr own texiphone to contact thermn
diredly, without the need {or an intermediate operator, by dialling
0870 702 0005 Specilly trained operators are avatlable durng
normal business hours to answer quenes via this senice

Alternatively, If you prefer to go through a ‘typetalk’ operator
{prowded by the Royal National Institute for Deaf People) you
should dial 18001 followed by the number you wish to dial

For investars through the TR Property Share Plan or 1SA,
a textphone telephone senvice 1s available on 01733 285714 This
service s avallable dunng normal business hours

Nominee Share Code

Where notificaton has been prowided in advance, the Company
will arrange for copies of shareholder communications to be
provided to the operators of nominee accounts Nominee investors
may attend general meetings and speak at meetings when invited
to de so by the Chawrman

Investors i the TR Property Share Plan and 1SA recewve all
shareholder communications A voting instruction form 1s prowided
to faciitate vonng at general meetings of the Company

CGT Base Cost

Taxation of capital gains for shareholders who converted
Ordinary shares to Sigma shares

Upon a disposal of all or part of a shareholder's holding of
Ordinary shares or (as the case may be) Sigma shares, the
shareholder's onginal capital gains tax base cost In his existing
holding of Ordinary shares will have to be apportioned between
that sharehclder's Ordinary shares and Sigma shares

We have now agreed with HM Revenue & Customs ("HMRC") to
base this apportonment of the onginal capital gans tax base cost
on the proportion of exisang Ordnary shares that were converted
by & shareholder into Sigma shares on 25 July 2007

Therefore, if an Ordinary shareholder converted 20% of ther
exsting Ordinary shares into Sigma shares on 25 July 2007, the
capital gains tax base cost of the new Sigma shares acquired
would be equal to 20% of the onginal capital gains tax base cost
of the Ordinary shares that they held pre-conversion The base cost
of thew remaining holding of Ordinary shares would then be 80%
of the onginal capital gains tax base cost of thew Ordinary shares
held pre-conversion

If 1 doubt as to the consequences of this agreement with HMRC,
shareholders should consult with their own professional adwisors




Investing in TR Property Investment Trust plc

Market Purchases

The shares of TR Property Investment Trust plc are isted and
traded on the London Stock Exchange Investors may purchase
shares through ther stockbroker, bank or other financia!
intermediary

Saving Scheme and 1SA

BNP Paribas Securiies Services (BNP Panbas) operates and
admunisters both a share savings scheme and an 1SA scheme (the
Schemes) dedicated to the shares of the Company BNP Parbas
made these Schemes avallable at the request of the Company and
they have operated since 2005 Both the share savings scheme
and the 15A are subject to the Key Features document, which
should be read before entenng into the investment These Schemes
are subject to commussion, stamp duty and adrinistration charges,
which are detailled In the Key Features document. Contact detalls
are given on page 98

Alternanvely, UX residents can invest through the Alliance Trust,
Alkance Trust provide and administer a range of self-select
investment plans, including tax-advantaged PEPs, 1SAs and SIPPs
(Self-invested Pension Plans) and also Investment Plans and First
Steps, an Investment Plan for Children For more information
Alkance Trust can be contacted on 08000 326 323, or visit
www alliancetrust co.uk

Please remember that the value of your investments and any
income from them may go down as well as up Past performance
s not a guide 1o future performance You may not get back the
amgount that you invest If you are in any doubt as to the suitability
of a plan or any investment available within a plan, please take
professional adwice

THE GROUP/COMPANY
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TR Property Share Plan

BNP Paribas Security Services offers a Share Plan prowiding a stmple and flexible way of investing in
TR Property tnvestment Trust plc The Share Plan offers the following
¢ Regular savings from £50 per month/quarter, or lump sum investments from £500

» An income reinvestment facility. Alternatively, you can have dividends paid to your bank or
building society account

e All paperwork and documentation is simplified and reduced to a minimum

« Half yearly valuations with consolidated tax certificate

TR Property I1SA

You can invest directly in TR Property Investment Trust ple through the TR Property 1SA The 15A offers
the following
« Tax free income and tax free growth

¢ Regular savings from £100 per month or an instial lump sum mvestment from £2,000, and
further lump sums of £500

» An income reinvestment facility. Alternatively, you can have dividends paid to your bank or
building society account

¢ Half yearly valuations and reports
s Both Mini and Maxi ISAs available for investment by lump sum or regular savings

Under the TR Property 1SA, you are permitted to transfer your existing ISA funds into the Trust Investments
retain thewr tax-efficient status dunng and after transfer

Please remember that the value of your imvestment can fall as well as nse and you may not get back
the amount cnginally invested Tax assumptions may change if the law changes and the value of tax
relief will depend upon your indwidual circumstances

Further Information
Please COﬂSU]t our WEbSItE WWW.t!EI'OEe:!!.CD.Uk or write to

BNP Parbas Securities Senaces

(TR Property Investment Trust plc Share Plan/1SA)
Block C, Westemn House

Lynch Wood Business Park

Peterborough

PE2 6BP

Alternatively, please contact your professional adwiser for further information or call our Investor Services
Department on 0845 358 1113

BNP Panbas Secunties Services is authonsed and regulated by the Financial Services Authonty We may
record telephone calls for our mutual protection and to improve customer service

TR Property 'rvesumert Tust
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