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Our purpose

We provide desirable real estate
for modern shopping

Our story

N

Our portfolio is We focus on
aligned to modern § sustainable and
shopping habits growing income

See page 02 See page 04
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Our story

Our portfolio is
aligned fo modern
shopping habits

Technological advancement continues to impact our daily lives
and is causing significant disruption to the retail landscape.

As an allocator of capital and a manager of risk, one of our main
objectives is to own real estate that is structurally supported and aligned
to modern shopping habits.

We have pivoted away from traditional retail into the distribution and
convenience retail sectors where we believe that the prospects for superior

returns are significantly better. .
Online spend'

Consumers continue to migrate online and towards convenience | ] 3 %

Consumer shopping habits have Percentage of total retail sales
changed significantly driven by made online in 2017 In-store spend'

technological change.
-1"pa

Today, consumers can engage with
retailers in a number of different
ways, not just through the store.

This consumer environment makes Germany Distribution tak 2
it ever more crucial for refailers to s © VP
adapt to keep up. EREE

The UK is a leader in online shopping. ke _I_ ?3 t
18% of total retail sales are online italy s m Sq
in the UK compared to 12% for g

the US and 9% for Germany. 26% Net stores closed in 20173

of all non food retail sales in the UK online market share (non food)

UK are expected to be online by —_—

2020 and parcel deliveries are 0/ - —] 772
growing at 16% per annum, with 26 0 ' 9

same day and next day delivery in 2020 _ .

increasingly common. (increase from 13%in 2011) A 4

1 Three month average, Barclaycard
2 Over 12 months, CBRE

Conversely, store portfolios are 3 Local Data Company

shrinking as occupiers prioritise
investment in distribution and logistics
capabilities. Convenience retail
continues to perform strongly as
online shoppers look to make 201 —— % 2020
smaller but more frequent

purchases to supplement their larger

shopping needs. See Market review on pages 20 to 21
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Our portfolio is aligned to sectors with the best prospects g
g
D
Change in portfolio since Company’s merger in 2013 We have adapted fo these Q
structural shifts.
2013 2018 ) )
P Our portfolio has pivoted away o
@ Distribution 21%  69% from traditional multi-let retail and =
@ LongIncome 5% 12% legacy office and residential into 2
- our preferred sectors of distribution, 3
2013 - 2018 O Convenience long income, convenience retail and 'g'
& Leisure - 10% leisure. Distrioution has grown from a
@ Retail Parks 2%% 7% 21% five years ago to 69% today.
® Residential This has driven a strong performance o
and office 48% 2% by the Company and the portfolio 3¢S
is well positioned for the future. g g
See Property review for more information on each sector o3
We own strong real estate, let to good tenants, investing 55
22
. . . . . 99 o 3
in sectors that are aligned to changing shopping habits. 2
o
Andrew Jones R —
CEO
=8
ST
. . . . 2.0
We have focused on growing our urban logistics portfolio 22
o
Urban logistics — an attractive
sub sector of distribution
The increasing delivery demands of consumers has =
attracted us to further invest within the urban logistics ~
sector, where there is strong demand/supply dynamics
as occupiers seek locations closer to major conurbations.
We continue to build critical mass in major UK
geographies, with attractive income yields, supported @
by compelling income growth metrics. 3
During the year, we made investments of £178 million §
across 25 assets. Our urban logistics assets were valued o

at £367 million as at 31 March 2018, up from £161 million

in 2017. Over 70% of these assets are located in the South Cabot acquisition in August 2017
East and the Midlands and their locations provide strong
intrinsic value from alternative use of land.

The Cabot portfolio was acquired at a 6.1% net initial
yield and was our most significant investment in the year.
The assets are in established distribution locations with
excellent motorway connectivity and strong occupier
demand. Greater than 60% of income is from retailers
and 3PLs including DHL, Howdens and Royal Mail. —

L117m

acquisition of 14 urban and
regional distribution warehouses

SjuUSWISD)S
|DIdUDULY

See Property review on pages 26 fo 33
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Our story

We focus on
sustainable and
growing income

Income remains central to our investment thesis in
an environment where there is an almost desperate
search for yield.

Our ultimate priority is fo pass on income generated
from our assets o our shareholders in the form of a well
covered and progressive dividend.

We believe strongly in the compounding attractions
of sustainable, repetitive and growing income streams
fo deliver long term consistent outperformance.

Over the last five years, we have more than doubled our
EPRA earnings per share and our strong portfolio metrics
give us good certainty of future earnings growth.

®

Our ultimate priority is to pass
income generated from our
assets to our shareholders in

the form of a well covered
and progressive dividend.”

Andrew Jones
CEO

Delivered EPRA EPS growth of 118% since 2013,
allowing dividend progression

1157, -

7.8

A A A A
6.6 :

2013 2014 2015 2016 2017 2018

A Dividend per share

s
— ——

ST




LondonMetric Property Plc
Annual Report and Accounts 2018

05

@ N

N

Strong investor demand for income generating assets

The extended period of low economic growth and
low interest rates is creating an almost desperate

search for yield which is set to continue.

The search forincome is being intensified by
the increasing proportion of the UK's population
entering retirement age and longer life expectancy.

1O

Ten year UK freasury

The focus on alternative investment sources for an
acceptable income return has increased the attraction

of real estate which can deliver areliable, predictable,

long and growing income stream.

LondonMetric’s dividend yield of 4.4% is almost 300 bps
higher than UK government bonds and is delivering a real

return above inflation. Our yield is more than fully covered

by our earnings.

44"

LondonMetric dividend yield

*Based on 7.9p dividend per share and share price as at 31 March 2018

Income from our portfolio is long and sustainable

The Company has sector

leading portfolio metrics with
12.4 years average lease lengths,
98% occupancy and only 6% of
income expiring over three years.

We have financially strong occupiers,
with the top five accounting for 35%
of our rent and market capitalisations
ranging from £2.4bn fo £39.0bn.

The portfolio is focused on low
operational assefs, with many single
let. Its low property costs result in only
1.3% gross to netincome leakage.

Lease expiry profile

Top 5 occupiers

>20 years 16% 0-3years 6%

16-20 .
years 4-10 years
1% 36%
Average:
12 years

11-15 years

31%

PRIMARK’

\ Dixons
Q Carphone

M&S

...and our income has certainty of growth

20.5"

of income has fixed
uplifts or is inflation linked

+4.5”

like for like income
growth in 2018

See Property review on pages 26 to 33

Approximately half of the portfolio is
subject to contractual rental increases
and we are capturing strong open
market rental uplifts on the remainder.

This allows us to deliver annual like
for like income growth on average
of 3-4%.

Our development and other asset
management activities provide further
income growth potential.

As a consequence, we are confident
in our ability to progress our dividend.
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Our story

We manage, enhance
and create property
In a responsible wa

We continue to improve the quality and attractiveness

of our assets through de-risked asset management
and short cycle developments to build a porifolio
of desirable and fit for purpose real estate.

Managing our assets

Animportant driver of generatfing long ferm, reliable and
repetitive income is working with occupiers to offer them
real estate solutions that meet their business objectives.

Over the year, our lettings and renf reviews delivered
£3.1 million of rental uplift. Average lease lengths on
lettings was 15.2 years demonstrating the attractiveness
of our assefts.

See page 32 of the Property review

Creating fit for purpose assets

During the year, we completed 578,000 sq ft of
developments which were delivered at a yield on cost of
6.4%, mostly BREEAM Very Good rated. This activity has
helped to further modernise our portfolio by adding new
assets at yields materially above investment value.

As part of our efforts fo improve our assets sustainability
credentials, and by working in conjunction with the
occupier, we completed the UK's largest landlord funded
distribution solar installation at Newark.

See page 33 of the Property review

Delivering wider benefits for occupiers
and communities

Through our activities, we give proper consideration to the
needs of our occupiers and stakeholders and the impact
on the environment and local communities. This promotes
good stakeholder relationships and helps our occupiers to
achieve their own objectives.

Our sustainability and responsible business efforts were
again recognised in our increased GRESB score of 69%.

See page 40 of the Responsible Business review

26

occupier transactions

28"

of portfolio now rated

BREEAM Very Good

Green Star in latest
GRESB* review

* Global Real Estate Sustainability Benchmark
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Attractive development yield

+75% paillet capacity

180,000 sq ft new warehouse

LondonMetric worked with

its occupier, Eddie Stobart,

to construct a 180,000 sq ft
distribution warehouse with

15 dock levellers, two level access
doors and a 150 bay lorry park at
a 5.7% yield on cost.

Local community involvement

* Replaced two old buildings with poor
environmental credentials

e Builtin 12 months by McLaren, a local
contractor, on time and within the
£17m budget

* Lease was extended by c.10 years
to 26 years across the 454,000 sq
ft estate

* Rent increased by £0.9 million per
annum generating a marginal yield
on cost of 5.7%, significantly higher
than investment yield

» Redevelopment created significant
operational improvements for
the occupier and was phased
fo minimise disruption to the their
live operations

¢ |t has increased pallet capacity by
25,000 and is expected to generate
an additional 200 permanent jobs

* At peak, there is a lorry movement
every three minutes and the
development significantly improves
vehicle circulation on site

* Significant local resident
consultation pre-planning,
including a walk in exhibition and,
during development, at resident
association meetings

* Supported local residents in
pursuit of a better nearby traffic
interchange and provided funding
for a new local playground

* Over 100 temporary local workers
employed; two are now full time
employees of the contfractor

Delivering a modern and environmentally sustainable building

BREEAM Very Good

The building achieved BREEAM “Very Good"” and an EPC “A” ratfing.
99% of non hazardous demolition waste was diverted from landfill and the
project achieved an exemplary BREEAM score for diversion of waste.

250 KW Solar PV installation and roof lights
The solar PV scheme is expected to fully cover all of the occupier's energy

needs at peak fimes.

Electric Vehicle charge points

eight to be fitted as required.
External Lighting LED upgrade

10% of the building's roof is covered by roof lights.

e Four charge points were installed with enabling work undertaken for a further

The lorry park lighting was upgraded and is expected to generate a saving
of 25,000 kWh per annum for the occupier.

On site vehicle servicing

A new facility to wash vehicles and tankers as well as a new fuel island is
expected to save 3,900 lorry movements a year equating fo 32,000 miles.
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Our story

Our expertise and
relationships shape
our decision making

The key to the Company'’s success is employing a highly talented
and motivated team that makes the right property decisions and
has close relationships with its occupiers and other stakeholders.

Our people and expertise

We have a highly focused feam

of 25 employees and 11 directors.
Our employees are based in
London covering investment, asset
management, development and
finance roles.

Since the mergerin 2013, employee
numbers have fallen 28% despite

a 51% increase in our asset value,
reflecting improved efficiencies and
lower operational requirements of
the portfolio. This has resulted in a low
EPRA cost ratio.

Our future success is reliant

on a diverse team with strong
expertise. We promote a culture
of empowerment, inclusion and
development with remuneration
aligned fo personal and
company performance.

The Company'’s success atf retaining
and motivating staff is reflected in
its low voluntary furnover rate which
has averaged 6% over the last

five years.

See page 45 of the
Responsible Business review

Making informed decisions

We take a disciplined, patient and
rational approach to investing:

* We are highly conscious of the
credit quality of our occupiers,
security of ourincome, quality of
the real estate and its opportunity
for growth

Our internalised structure and
the Board'’s 3.5% equity in the
Company ensures that our
interests are aligned to those
of our shareholders

See page 26 of the Property review

Y]

focused team
of employees

+]37 %pa

total property return in
the year, outperforming
IPD All Property by 360 bps
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Our stakeholder relationships

Relationships across all of our
activities are critical to the success
of the Company. Our people and our
occupiers are at the core of what we
do but we are reliant on many other
stakeholder relationships.

In particular, we interact closely

with contractors, suppliers, local
communities and authorities, our
investors, joinf venture partners and
lenders. We seek to maintain and
build these relationships and act in the
best interests of all our stakeholders.

®)

LondonMetric are very proactive,
looking to support our business.
They are reactive to our needs
and commercial in thinking,
which sets them apart.”

Property Director at a key occupier

o
?
<
o
2

®

a building specification to suit our exacting standards
and completion of the facility on time and on budget.
This enabled a seamless transition to occupation.”

Jonathan Wright

Michelin

o
S
g
D
Occupier relationships g
Our occupier led approach provides us with market knowledge to better
understand future tfrends and make the right asset decisions. Our high o
average occupancy rate of over 99% since merger in 2013 demonstrates the 3
strength and depth of these relationships. g
[
Extending existing relationships and developing new contacts are key areas g
of focus for us. We look to engage with occupiers across all of our activities 2
to provide real estate solutions that deliver mutually beneficial outcomes
and meet their requirements.
In 2018, we undertook our biennial customer satisfaction survey and scored 3 8
highly with an average 8.5 out of 10 rating for how well we compared against g g
other landlords. 2>
0
99% 8.9/10 ff
° 39
: F
Average occupancy Landlord score in 2018 3
rate since 2013 customer survey
See page 46 of the Responsible Business review ?g
@ g
)
. . .
LondonMetric’s professional approach helped us to achieve
=
=
Q
[¢]
2
3
Q
=}
e
Our 137,000 sq ft development B
' for Michelin
i During the year, we completed % 2
f our distribution development % 3.
4 in Stoke. Michelin signed a new z2

15 yearlease on a 137,000 sq ft
distribution warehouse.

B Our expertise helped Michelin to
§ fake occupation within 14 months
of building work commencing.
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Performance hughlights

IFRS net assets

IFRS reported profit

Dividend

£1149.5m w4

£L186.0m

+195% |Z|

7.9p +57 [A]

1,149.5 186.0 7.90p
7.50
1,006.9 159.5 7.00p 7.25p i P
8702 | 8982 : . : : :
82.7
: 63.0
2015 2016 2017 2018 2015 2016 2017 2018 2015 2016 2017 2018
EPRA net asset value per share EPRA EPS  kP1| Net rental income (including JVs)
165.2p +10% (Al 8.5p Al £90.6m +11% [A]
165.2p 8.5p 90.6
140ep| 14770 | 14980 780 | 82 577 | 818
R : : 6.6p : i 70.9 R :
2015 2016 2017 2018 2015 2016 2017 2018 2015 2016 2017 2018
Alternative performance measures
Total property return WAULT
property m m The Group financial statements are
0 prepared in accordance with IFRS where
]3. 7 /0 ]2. 4}8@7’3 the Group's interests in joint ventures are
shown as a single line item on the income
statement and balance sheet and all
17.5% 131 12.8 12.8 12.4 subsidiaries are consolidated at 100%.
: 13.7% H i Management reviews the performance of
10.5% the business principally on a proportionately
e consolidated basis which includes the
: 7.4% Group's share of joint ventures on a line by
H line basis. The key financial performance
: indicators are also presented on this basis.
: : : : : : Alternative performance measures are
2015 2016 2017 2018 2015 2016 2017 2018 financial measures which are not specified

Financial highlights

IFRS EPRA

2018 2017 2018 2017

Earnings per share 26.9p 10.1p 8.5p 8.2p
Net assetf value per share 165.7p 146.4p 165.2p 149.8p
EPRA friple net asset value per share 165.7p 146.4p
EPRA vacancy rate 2.5% 0.4%
EPRA cost ratio 15% 16%
EPRA net initial yield 4.5% 4.5%
EPRA ‘topped up' net initial yield 4.9% 5.4%

The definition of each EPRA measure can be found in the Glossary on page 147

under IFRS but are used by management as
they highlight the underlying performance
of the Group's property rental business

and are based on the EPRA Best Practice
Recommendations (BPR) reporting
framework which is widely recognised and
used by public real estate companies.

Therefore, unless specifically stated, the
performance metrics and financial results
reflected in the Strategic report reflect the
Group's wholly owned assets and its share
of joint venture assets and the EPRA BPR
reporting framework.

Further details and reconciliations between
EPRA measures and IFRS equivalents

can be found in the Financial review

on page 34 and in note 8 to the Group
financial statements.
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Chawrman’s statement

This year marked LondonMetric’s fifth
anniversary since its merger in 2013 and

| am extremely proud of its progress and
achievements. Over this period, we have
doubled net rental income and EPRA
earnings per share and delivered a total
shareholder return of 119%, of which 43%
was generated from dividends.

The Company has delivered

a particularly strong financial
performance in the year, resulting in a
record reported profit of £186.0 million.
On a per share basis, EPRA earnings
were 3.7% higher, dividends increased
by 5.3%, our third year of progression,
and EPRA NAV rose by 10.3%, benefiting
from a £121.6 million revaluation surplus.
Total accounting return was 15.5%.

Critical to our long term success is our
alignment fo sectors supported by
structural changes in shopping habits,
which have been profound and, in our
view, permanent. Distribution continues
to benefit significantly from these
changes and is one of the best
performing real estate sectors. Over the
year, our distribution assets increased
by over £300 million to represent 69%

of the portfolio, compared to 21% in
2013. They have delivered another
strong performance which, together
with a good performance from

our convenience, leisure and long
income assets, helped to deliver a

total property return of 13.7% for the
year, a 360 bps outperformance of IPD
All Property.

As a REIT, our priority is to generate
income returns and pass onto

our shareholders in the form of a
covered and progressive dividend.
The portfolio’s alignment to strong
sectors, assets and tenants and its
unexpired lease term of 12 years
provides highly reliable and repetitive
income. Our disposal activity in the
year, particularly the sale of shorter let
and older distribution assets, reflects
our disciplined approach to portfolio
management and the value we attach
to reliable income.

We firmly believe that income will be
an increasingly important component
of total returns. Therefore, our focus

is on owning assets that can also
generate rental growth. Through a
combination of contractual and open
market rent reviews as well as our asset
management, we increased like for like
income by 4.3% in the year. With half

of the portfolio subject to contractual
rental increases and strong prospects
for organic rental growth, particularly
from our growing urban logistics
portfolio, we are confident in our ability
fo grow our earnings and continue to
progress the dividend.

Our people remain fundamental to
the ongoing success of the Company
and | would like to take this opportunity
to thank the Board and all of our
employees for their hard work. | should
also like to welcome Suzanne Avery as
a Non Executive Director and to thank
Andrew Varley for his contribution and
dedication to LondonMetric following
his retirement earlier in the year.

Our combined occupier and property
relationships confinue to provide us
with a competitive advantage and put
LondonMetric in a strong position for
the future.

I look forward to the next year
with confidence.

Patrick Vaughan
Chairman
30 May 2018

Total shareholder return
over five years

+/197

Dividend increase in the year

5%

to 7.9p per share

®)
T he Company has

delwered a particularly
strong financial
performance in the
year, resulting in a
record reported profit
of £ 186 million.”

Patrick Vaughan

Chairman
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At a glance

We own real estate that has structural support from
changing consumer shopping habits. Our distribution

exposure has increased to 69% of the portfolio and the
Company is delivering sustainable income growth and

long term value growth.

convenience and leisure’

Our focus is on distribution, long income,

Where our assets are located

Distribution -
Regional 22%

Distribution

Mega 27% \ Distribution

Residential 2% | |

09"
4

Distribution -
Urban 20%

Longincome
12%

Convenience
& Leisure 10%

Retail parks 7%

As at 31 March 2018

NIY? WAULT

@ Distribution

4.6% 12.1 yrs

@ Distribution
@ Retail and Leisure

3\ .
'/

]

X

@® LonglIncome 59% 11.0yrs 4
@® Convenience
& Leisure 4.9% 17.2 yrs 9 %
® Retail Parks 5.6% 11.1 yrs :
Investment portfolio 4.9% 12.4 yrs ° e, °
[ )
1 Including developments
2 EPRA topped up NIY
Significant events in the year
Investment Asset Management Development

e £384.9m invested in our preferred
sectors of distributions, long
income, convenience and leisure

* Largest investment was in the
£116.6m Cabot portfolio of
14 distribution warehouses

e £251.6m of disposals, including
the disposal of our last remaining
office in Marlow

* 58 occupier transactions
generating additional income
of £3.Im

31 lettings at a WAULT of 15.2 years
and 22% above ERV

e 27 rentreviews at 12.3% above
previous passing on a five yearly
equivalent basis

* Completion of five developments
across 578,000 sq ft at an
anticipated yield on cost of 6.4%

* Acquisition of 40 acre site in
Bedford allowing us to commence
development of up to 680,000 sq
ft of distribution warehousing at an
anticipated yield on cost of 7.0%
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Portfolio value WAULT

Total property return

Valuation uplift

ERV growth

L 1.842m 124 yewrs +13.7%

Distribution portfolio

Mega distribution

T—

e 7 Assets, 4.7m sq ft

* £24.9mrent (av £5.30 psf)
e NIY' 4.7%

e WAULT 13.2 years

Retail and leisure porifolio

Long income

e 28 Assets, 1.2m sq ft

* £13.9m rent (av £19.70 psf)
* NIY' 5.9%

* WAULT 11.0 years

1 Topped up NIY

Regional distribution

* 15 Assets, 3.6m sq ft

* £18.3mrent (av £5.60 psf)
e NIY' 4.5%

e WAULT 14.2 years

Convenience and leisure

[ by

e 18 Assets, 0.6m sq ft

e £9.4mrent (av £16.70 psf)
e NIY' 4.9%

* WAULT 17.2 years

+717 +3.17

Urban distribution

e 45 Assets, 3.0m sq ft

e £179mrent (av £6.10 psf)
* NIY' 4.7%

e WAULT 8.5 years

Retail parks

e 5 Assets, 0.4m sq ft

e £8.4mrent (av £18.90 psf)
* NIY' 5.6%

e WAULT 11.1 years
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Our strategic priorities

Our portfolio is aligned to modern shopping habits

1. Increase alignment to sectors that have structural support from changing
shopping habits, principally online and convenience shopping

2. Focus on property in good locations with strong intrinsic value

We focus on sustainable and growing income

3. Generate reliable income with income growth potential from
financially secure tenants

4. Minimise operational, financial and frictional costs of managing the portfolio

We manage, enhance and create property in a responsible way

5. Add income and value from management and development actions

6. Improve the quality and sustainability of our assets

Our expertise and relationships shape our decision making

7. Remain disciplined in our investment approach

8. Build on occupier and property relationships to maintain strong
portfolio metrics and make better informed decisions
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Chuef Executiwe’s review

Distribution assets

09"

of the portfolio

Distribution assets owned

+35"

in the year to £1.3bn

®

Our portfolio 1s positioned around strong
fundamentals of owning structurally
supported real estate let to good tenants.”

Andrew Jones
Chief Executive

Overview

Our objective is to deliver
attractive and dependable
income returns fo our
shareholders whilst preserving
and enhancing capital through
owning structurally supported
real estate let to good tenants.
In short, we aim fo behave as a
frue REIT.

The advancement of technology
continues to cause significant
disruption to many industries and
those that fail to adapt to change
face anincreasingly uncertain
future. Over the past five years,
we have successfully positioned
the portfolio to navigate this
disruption by pivoting away

from multi-let operational

retail assets and office property.

We have instead focused on

fit for purpose distribution, long
income and convenience assets
where changing consumer
shopping habits are providing
structural support.

Our occupier and property
relationships improve our
decision making and allow us
to maintain our sector leading
portfolio metrics. Whilst we can
never be fotally immune from

all headwinds, we believe that
these relationships and our robust
approach give us a competitive
advantage that allows us fo
increase our earnings, progress
our dividend and see the value
of our assets increase ahead

of the market.
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Chief Executive’s review continued

@

Euven afler many years of
strong take up, occupier demand
Jor new distribution and
warehouse space remains well
above long term averages.”

Online retail sales (non food)

26"

by 2020 compared
to 20% today

Our portfolio
is aligned to modern
shopping habits

Digital evolution continues to cause
significant disruption

Today's world is complex and more
dynamic than ever with technological
innovation impacting every aspect

of society.

The rapid and permanent shift in
consumer shopping habits has seen

a material growth in pure online

and omni-channel retailing. This has
seen online non food retail sales hit
20%, compared to 13%in 2011, and
this is forecast to reach 26% by 2020.
Traditional brands are being replaced
by names which barely existed a
decade ago, but are now considered
very much part of retail’s New World
Order: Amazon, eBay, boohoo,

ASOS and Ocado to name a few.
These retailers rely on their efficient
and well located distribution network
o service their customers’ demands
with everincreasing speed. We are
no longer a nation of shopkeepers.

Whilst the virtual tills are ringing, the
physical ones aren't. Physical retail sales
are growing at their slowest rate since
2012. The outlook for more traditional
retailers is very challenging and they
are having to adapt continuously fo
remain relevant. Recently, New Look,
Mothercare and Carpetright admitted
that their store portfolios no longer
meet their needs and have sought to
radically shrink the size and cost of their
estates. We have also seen both Toys

R Us and Maplin fall away altogether,
and itis inevitable that they will not be
the last victims and that the list of retail
failures will grow.

The retail channel shift is real, material
and permanent. Stores today are
increasingly having to provide
convenience, value or extraordinary
entertainment. If they cannot, then
what is their purpose?

Primark’s value and store only
proposition continues to succeed

whilst the likes of John Lewis, Next and
Argos have successfully adapted their
businesses for omni-channel retailing by
actively managing their store portfolios
and investing heavily in new distribution
warehouses and technology systems;
itis no coincidence that they report
online sales well above 40% of

tofal sales.

In food retail, the disruption from
convenience operators such as Aldi
and Lidlis forcing the established
grocery market fo drive further

pricing and cost efficiencies as well

as preparing for an onslaught from
online competition. We have, therefore,
consciously avoided large format
food stores and distribution, instead
focusing on convenience stores where
changing habits have seen the growth
of fop up’ shopping.

Distribution has strong
structural support

Despite years of being unfashionable,
the channel shift in retail spending is
providing a significant boost to the
distribution property sector; and this
is only expected to continue.

Even after many years of strong
take up, occupier demand for new
distribution and warehouse space
remains well above long term
averages. Retailers and logistics
operators are constantly improving
their distribution infrastructure and
warehousing fo increase speed of
delivery and cost efficiencies through
automation, better locations and
higher quality space; and this cycle
of improvement is happening at a
faster rate than ever before.

There remains a strong demand/
supply imbalance, which is propelling
rental growth across most parts of

the UK. The best distribution space

is highly sought after and occupiers
are consequently prepared to pay
record rents and sign long leases,
often with contfractual rental uplifts

at review, as they look to protect

their significant capital investments
inside these warehouses. The search
for greater efficiencies will, however,
inevitably lead to the closure of some
older, less fit for purpose logistics
warehousing, which is something that
we continue to address through our
disposal activities.
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Consumers' expectations are always
rising, meaning that yesterday's

‘wow' quickly becomes fomorrow’s
‘norm’. This is illustrated by increased
expectations around speed of delivery,
a frend which has underpinned our
further investment within the urban
logistics sector, particularly in assets
close to large population centres.

The real estate fundamentals are
strong and so we will continue to build
crifical mass in major UK geographies,
attracted by growing income streams
and strong intrinsic land values, often
supported by the added benefit of
more valuable alternative uses.

Deflation and depreciation

The continuing transfer of sales to
online represents a permanent and
profound structural change. Its impact
is illustrated in Next's latest results which
listed 17 store closures and average
rental falls of 25% on the 19 leases that
it decided to renew. Similarly, New
Look’s CVA will see 60 stores close as
well as reducing rents across 393 stores
of between 20% and 60%. Together,
they represent over 75% of New Look’s
UK store portfolio. Carpetright also
confirmed the closure of 93 stores and
reducing rents of between 30% and
50% on another 113, in aggregate

representing over 50% of their UK estate.

The headwinds facing legacy real
estate is a clear and present danger to
the value of many retail assets. As well
as store closures and rent reductions,
retailers are demanding shorter leases
and more advantageous incentive
packages. The average lease taken

by Next on lease renewals fell to seven
years and they expect this fo reduce fo
just five years. Whilst the store network
still retains critical importance for
omni-channel retailers, at current rental
levels they are for many an increasingly
declining asset. It is not evident that the
property market is fully appreciating

or pricing in the negative impact of

these structural challenges. We no
longer believe that it's as simple as
‘prime’ versus ‘'secondary’. It feels more
indiscriminate than that.

Therefore, we have consciously
avoided the most vulnerable sectors

in retail and focused our retail

exposure towards long income and
convenience led assets let fo the likes of
Aldi, M&S, Wickes and B&M. As a result,
our exposure to retail parks has fallen

to only 7% and our retail and leisure
portfolio is 100% let on leases with over
12 years remaining.

Our team has considerable experience
in the retail market and our actions
have allowed us to, so far, avoid the
value destruction across the various
sectors. This still has a long way fo go,
and whilst many in the property market
want us fo believe that we are entering
the final act, we are notl!

See pages 28 to 31 of the
Property review

®

T he real estate fundamentals for
urban logistics are strong and so
we will continue to build critical
mass i major UK geographies,
attracted by growing income
streams and strong intrinsic land
values, often supported by the
added benefit of more valuable
alternative uses.”

Urban logistics assets

29"

of our distribution portfolio
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Chief Executive’s review continued

@

Focusing on income and income
growth is a sumple idea but in a
world of very low growth, it is

one that we strongly believe in and
one that we are taking seriously.”

@

Our portfolio is in good shape
with long leases of over 12 years,
occupancy at 97.5%, only
1.3% gross to net income
leakage and little defensiwe
capex requirement.”

We focus on
sustainable and
growing income

Demographic trends accentuating
the search forincome

The extended period of low economic
growth and low interest rates continues
to create an almost desperate search
for yield. We believe that this search is
unlikely to change any time soon as a
lower growth environment is combined
with a demographic wave, as the
population ages and life expectancy
increases. In the UK, according to the
ONS, the percentage of the population
defined as old age dependent has
risen from 24% ten years ago to 29%
today and is forecast to increase to
41% by 2036.

Therefore, we believe thatincome

will continue to be the defining
characteristic of this decade’s
investment environment. The investing
fraternity, including dedicated income
funds, private investors, corporate

and local authority pension funds are
pivoting their approach more and
more fowards income returns that are
reliable, predictable and growing.

These are compelling arguments and
some real estate sectors are ideally
suited to meet this need. Indeed, this is
essentially the role that REITs in the UK
were created fo provide, passing 0%
of their netincome to shareholders,
without the burden of double taxation.

Dividend security and growth
from our portfolio

Income remains central to our
investment thesis. Our ultimate priority
is fo pass income generated by our
assets o shareholders, which is why
we consistently pay out 0%+ of our
earnings in dividends, and why, with
the benefit of future rent reviews,
finance and other corporate cost
efficiencies, we are confident in our
ability to progress our dividend.

Receiving a meaningful proportion
of your total return in income not only
provides a margin of safety against
short term price fluctuations, it also
helps compounding returns. Growth
on growth is always underestimated.

Following the repositioning of the
portfolio, our investment strategy today
is more patient. This is allowing us to
collect and compound ourincome
and reduce the frictional costs of
buying and selling that can negatively
impact fofal returns; after all, the first
rule of income compounding is fo
never interrupt it unnecessarily.

Fortunately, our portfolio is in good
shape with long leases of over 12 years,
occupancy at 97.5%, only 1.3% gross

to netincome leakage and little
defensive capex requirement. We have
also benefited from good like for like
income growth over the year, and,
going forward, we know that we have
the certainty of future income growth
through contractual rental increases
across half of the portfolio.

Focusing onincome and income
growth is a simple idea but in a world
of very low growth, it is one that we
strongly believe in and one that we are
taking seriously.

See pages 26 to 27 of the
Property review
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We manage, enhance
and create property
in a responsible way

Delivering enhanced returns
from our property

We continue to grow our income and
improve the quality and attractiveness
of our assets through de-risked

asset management and short cycle
development activity.

In the year, we completed the
development of 0.6 million sq ft at a
yield on cost of 6.4%, materially higher
than the investment yield. As af the
year end, we had 1.0 million sq ft of
development underway orin the near
term pipeline. This activity helps to
further modernise our portfolio, with
28% now rated BREEAM Very Good,
and it has reduced the average age
of our distribution assets to 15 years.

Our 58 lettings and rent reviews helped
to deliver £3.1 million of additionall
income with lettings achieved at 22%
above ERV on average lease lengths of
15.2 years.

Post year end, we have agreed and
are in legals on further occupier
fransactions representing an additional
£1.3 million of income. This includes four
distribution lettings and rent reviews at
28% above passing rent.

We expect ourincome to continue

to grow, particularly as we let the
remainder of our recently completed
developments and continue to settle
distribution rentf reviews at levels which
are materially above passing.

See pages 32 to 33 of the Property
review and pages 42 to 43 of the
Responsible Business review

(o

Our expertise and
relationships shape
our decision making

Disciplined decision making using
our occupier intelligence

We take a disciplined, patient and
rational approach to investing. We are
obsessed about the credit quality of
occupiers, the security of ourincome,
quality of the real estate and its
potential forincome growth.

Over the year, we were a significant
net investor in distribution and used
our strong occupier and developer
relationships to acquire over

£300 million of distribution assets.
Whilst we remain focused on growing
our logistics exposure, that doesn't
prevent us from selling to ensure that
our portfolio remains fit for purpose.
Therefore, we took advantage of the
strong market to monetise £88.2 million
of our older and shorter let distribution
assets in geographies where we
believe rental growth and occupier
demand is less robust.

Whilst the market remains very
competitive, we have a highly
talented and focused team with strong
relationships which puts us in a strong
position to find new opportunities and
make well-informed decisions.

Disciplined financing

Our financing remains aligned to our
property strategy. Loan fo value of
35% provides us with flexibility fo make
further acquisitions and build our
developments. Debt maturity remains
at five years and we have reduced
our cost of debt to 2.8% following the
cancellation and recouponing of
interest rate swaps, the cost of which
has already been accounted for and
has a payback period of 2.5 to 4.0
years. Our dividend is 108% covered
and our EPRA cost ratio fell to 15% from
16% last year.

See pages 26 to 31 of the Property
review and pages 34 to 39 of the
Financial review

Outlook

In an uncertain economic and
political environment we believe
that ourincome compounding
model is increasingly attractive,
especially as investors pivot their
investment approach for low
growth and demographic changes.
Ourincome focus allows us to be a
little less obsessed about predicting
exact market movements or the
exact timing of cycles, although
our thoughts on these will be
reflected in the management

of our capital structure.

We remain highly nervous on the
outlook for the retail sector with the
tectonic plates shiffing so materially
that it's now a very difficult sector
to navigate and deliver superior
returns. For the best space in the
best locations, this is cyclical; for the
maijority it is permanent disruption
and for the weakest it will be

highly problematic.

Conversely, distribution remains
structurally supported by the
fundamental changes in consumer
shopping patterns with attractive
demand/supply fension, especially
for urban logistics where rental
growth is strongest. This is providing
reliable, sustainable and consistent
rental income and a fantastic
bedrock from which to grow our
income and dividends.

Ourreturns over the year are a
measure of the progress that

we have made and reflect our
longer term sector and property
decisions. Looking forward, we

seek to continually build a better
company and believe that, despite
an environment of profound political
and economic change, our strategy
positions us well to not only weather
but also benefit from short term
fluctuations in values.
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Our marketplace

Real estate remains an attractive investment class supported

by a resilient economic backdrop and an increasing

need for real income returns. However, in a complex and
highly dynamic world, real estate has to be fit for purpose
to navigate a rapidly evolving environment.

Economic backdrop

The UK economy remains relatively
robust. GDP growth remains resilient
and is forecast to be around 2% over
the next few years. Interest rates remain
af historic lows and inflation is set to fall
back to around 2%. With evidence of
real wage inflation and unemployment
frending towards 4%, consumer
spending is set fo pick up.

+2 0 %pa

GDP growth remains resilient
over next two years

Economic forecasts (%)

There remains a lack of clarity on

the UK's future relationship with the
European Union which could impact
on near term investment decisions.
The economy has remained resilient
fo this distraction and with greater
clarity around Brexit, this could
improve current uncertainty.

Real estate remains an atftractive
investment class in this economic
environment, delivering a positive
yield arbitrage and positive real
returns. Overseas capital continues
to be aftracted to UK real estate.

3.1
1.9
1.2
0.6
2016 2017 2018f 2019f 2020f
W GDP M 10yeargit M CPlinflation M Household spending

Source: Capital Economics

Modern shopping habits and changes in technology

The need for income

+60)"

Global population aged 65
and older growth to 2030

Demographic shifts and longevity
of life are having a profound
impact on the search forincome.
Pension freedoms together with
reduction in Annuity rates have led
many to seek alternative sources
of income.

Realincome returns require an
income ahead of the prevailing
inflation rate. Many traditional
investment classes (cash, bonds,
equities) do not deliver this and,
as aresult we are seeing arise of
alternative investment classes.

Real Estate Investment Trusts (REITs)
that invest in the right real estate are
an atftractive investment proposition
in this environment providing
reliable, sustainable and growing
income with the potential for long
term capital appreciation.

The compounding impact of
technological change continues to
empower the consumer. The structural
shift in shopping habits continues

to have aripple effect through

many businesses as ecommerce
becomes an increasingly driving
force of growth amongst traditional

+713"

Online sales year on year

retailers and newly established
ecommerce retailers.

Online is forecast to continue to grow
with same store sales stagnating.
Responding to these shifts, occupiers
are upgrading their supply chains

to meet consumer demands.

_]%

Store sales year on year
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Supply & demand imbalance

The logistics and fulfilment real
estate market is a direct beneficiary
of the shifts in shopping habits.
CBRE estimate that 18.5 million sq ft
of Grade A distribution space was
taken up in the 12 month period
against the five year average of
c.13.8 million sg ft. Q1 2018 was
arecord quarter with 10 million

sq ft of take up across 28 deals
dominated by online, 3PLs and Post
& Parcel operators. Online retail led
occupiers have accounted for 23.7%
of total fake up in the last two years
compared to 0.6% and 0.9% in 2012
and 2013 respectively.

The development market has
responded with ¢.19.4 million sq ft

of current development activity.
However 64% is pre-let and
developers remain risk adverse.
Total supply of new and grade

A stands at c.15 million sq ft,
representing ¢.10 months supply
based on the last 12 months take up.

23.7"

Online retail occupiers have
accounted for 23.7% of total
take up in the last two years

Driving investment markets

Real estate requirements

Technological advancements

and changes in shopping habits

are resulting in a need for fit for
purpose, modern real estate to
maximise supply chain efficiencies.
Retailers have two principle routes
fo market: retail stores and online.
Modern and efficient logistics and
fulfilment space is required to deliver
to the consumer regardless of route
and logistics has to seamlessly provide
for both store and home delivery.

Increased parcel deliveries and

rising retailer promises to deliver to
your home, place of work and soon
anywhere of your choice, is resulting in

heightened demand for well located
and specified logistics and fulfilment
accommodation in or close to urban
centres. Urban logistics property,
however, is in short supply given the
alternative use that these locations
have and consequently there is a
demand/supply imbalance.

The store network remains an
integral part of a retailer’s business.
However store portfolios need

to shrink and reflect the way in
which people choose to shop.
Convenience-led retail remains a
growing sector as top up shopping
frips complement online shopping.

=

Prime retail yields v prime distribution

%

8
7
6
5
4
3

2002 2004 2006
- Shopping centre — prime
Source: CBRE

2008

The structural shifts supporting
accelerating growth, together with
the favourable demand/supply
dynamics, have attracted large
inward real estate investment into

the logistics and fulfilment sectors.
Occupiers continue to sign up to long

2010 2012 2014 2016 2018

Distribution — prime == Retail Warehouse - prime

leases with contractual uplifts given
the importance of distribution to their
operations. This long dated income
with bond like characteristics is very
appealing and is delivering strong risk
adjusted total returns for owners of
distribution real estate.

The shift in consumer behaviour

we have witnessed in recent years

is acceleratfing. We believe it is
critical fo invest in real estate that is
fit for purpose, aligned to structural
shifts and offers strong income
characteristics. Our strong occupier
relationships help shape our decision
making to navigate a rapidly
evolving market.
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Our business model

How we generate sustainable income
and create value.

Our key stakeholders How our story creates income and value + See pages 01 to 09

People We anticipate changes in shopping habits and pivot
- our portfolio to those sectors which benefit from these
Oursuccess is dependent on changes. As a result of our actions, we are strongly

employing a talented, motivated
and diverse tfeam with strong
property expertise.

positioned in distribution, retail and leisure property.

Occupiers

We engage with occupiers across Distribution
all of our activities to provide reall

estate solutions that deliver mutually 0/
beneficial outcomes and assist them 0
in meeting their business needs.

of portfolio 101
Contractors and suppliers 3 OU r porTfOl 1O 1S
Delivering developments and asset Total property return in 2018 a l Ig ned TO mOd ern

services on time, on budget and in I I
adherence with our standards is of ]3 7% Shoppl ng hO bITS
[ ]

high priority.

We select high quality and robust
confractors who have a proven 360 bps out performance

track record and we work in of IPD All Property
collaboration with them. See page 02

Investors and Joint Ventures }

Development activity in 2018

We value our good relationships
with investors and debt providers Ll
fo ensure we have a wide access 5‘ L
to capital markets. 9 We ma noge

4
We also work closely with our
joint venture partners to fulfil their Additional income enho nce Ond

business objectives.

Create property
Local communities +{3, ]m ina responSible

We recogpnise the importance of from occupier transactions way
supporting and properly engaging in 2018
with local communities.

See page 06

We work closely with local
authorities, residents and businesses

fo ensure that our activities X ) .
consider and bring benefits to We improve the quality and attractiveness of

local communities. our assets through de-risked asset management
initiatives and short cycle developments.

See the Responsible Business
review on pages 45 to 47
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In a yield starved environment, we are a true

REIT adopter where we focus on sustainable and
growing income. We believe thatincome will be an
increasingly important component of total returns
and we look to improve the quality and length of our
income to maximise returns to shareholders.

WAULT

12.4 years

We focus on Only 6% of income

SUSTCIiﬂCI ble cmd expires over 3 years
gI’OWing income LFL income growth

+4.3"

See page 04
Investment
Our expertise { 564.9m
and relationships Occupancy

shape our ,
decision making 987

See page 08

Our people are highly talented and have strong
relationships with retailers and the property sector
which have been built up over many years. This
gives us unrivalled knowledge and we are a trusted
pariner. As a result, we are able to access attractive
opportunities and make the right property decisions.

Total shareholder return (5 years)

+7]9%

Total accounting return

+15.5%

EPRA EPS growth

+35.7%

Dividend growth

+9.5%

Sustainable improvements

287

of portfolio
BREEAM Very Good

Community benefits

345

permanent jobs created
by our occupiers on our
recent developments

ABajpys IO

2op|djdpW INO

o
c
s
o
(=
a,
=1
1]
]
7]

MBIADI
2ouUDPWIoNS

SjUSWIaYD)S 32UDUIBA0S sty ssauisng
|pIDUDULY a|qisuodsay



LondonMetric Property Pic
Annual Report and Accounts 2018

24

Rey performance indicators

We continue fo track seven key performance indicators to monitor

the performance of the business, which include our share of joint ventures.
The KPIs are also used to determine how Executive Directors and senior
employees are evaluated and remunerated.

Objective

Deliver long term Q)
shareholder refurns R

Maximise long term o
total accounting = %
return

Maximise property
portfolio returns

Deliver sustainable A P
growth in EPRA - B piEEl
earnings

N
Drive like for A
like income - % ||
growth through
management
actions @ g%

Maintain a higher A o
than market LB
benchmark

weighted average @
unexpired lease E= &>
term (WAULT)

Maintain strong A o
occupier LB
contentment

KPI measure/numbers

Total shareholder return %

2017 |[+eeeeeereeen 4.4

210) -3 EXZITIITTITPIPPN - 59

Total accounting return %

10) 7 EXZETTITTITT PPy . 6.4

2016 IS

13.7
D017 |eeeeerererrrnnreeeeisiinnns 7.4
D016 |+orreeeerernressssnnrieiennniiiiinines 10.5

EPRA earnings per share p

8.5
e 2 (R - 82
2016 |++eeeemerermemermemerrerereeereenereeneaene 78
Like for like income growth %
2018 4.3
2017 4.6
2016 |eveerereeremeerememnerennenenens 31
WAULT years

12.4

D017 |+revreeerememeneieieseieie e naes - 128
D016 |vveereremmermememnereenennerennereeenseseseaes - 128
EPRA vacancy %

2.5
2017 |+eeveens 04

2016 [+ereeeerennen 0.7

Performance

Total Shareholder Return (‘TSR’), being the share
price movement together with the dividend,

in the five years post merger was 119%, more
than twice the FTSE 350 Real Estate Super Sector
movement of 58%.

12 month TSR delivered 16.6% compared to the
FTSE 350 Super Sector return of 7.9%.

Total Accounting Return (‘TAR’) of EPRA NAV
movement together with dividend paid in
the year.

12 month TAR delivered areturn of 15.5%.

The full calculation can be foundin
Supplementary note viii on page 144

Unlevered Total Property Return (‘TPR’), including
capital and income return, of the portfolio as
calculated by IPD.

12 months TPR delivered a return of 13.7%
compared to the IPD All Property benchmark
of 10.1%.

EPRA earnings per share from core operational
activities have grown by 3.7% over the last

12 months. Underlying earnings have grown by
15.9% to £59.1 million. The per share equivalent
reflects last year's equity placing.

In the five years post merger, EPRA earnings
per share has grown by 117.9% from 3.9p to
8.5p per share.

The movement in the contracted rentalincome
on properties owned through the period
increased by 4.3%.

Weighted average unexpired lease term
across the investment portfolio (excluding
residential and development) of 12.4 years as
at 31 March 2018.

Occupancy rate of investment portfolio at

31 March 2018 wass 97.5%. We expect this to revert
back to above 99% as the remainder of our
recently completed distribution developments
are let.
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@ Our portfoliois
LB aligned to modern

i
) ) [l
shopping habits

Remuneration

2op|djdpW INO

Under the Remuneration Policy 37.5% of LTIP awards are
subject to TSR growth compared with the FTSE 350 Real
Estate sector excluding agencies and operators.

The TSR component of the 2014 LTIP award vested in
fullin the year and the TSR component of the 2015 LTIP
award is expected to vest in full.

Under the Remuneration Policy 37.5% of LTIP awards
granted since 2016 are subject to TAR growth
compared with the FTSE 350 Reall Estate sector
excluding agencies and operators.

35% of annual bonus award is subject to TPR
outperforming the IPD Quarterly Universe index.

This year TPR outperformed the IPD benchmark
delivering a 40% bonus payout.

35% of annual bonus award is subject to an EPRA
EPS growth target. This year EPRA EPS outperformed
its growth target securing a full bonus payout.

25% of LTIP awards vest after three years subject to
an EPS growth target. The EPS component of the
2014 LTIP award vested in full in the year and 76%
of the EPS component of the 2015 LTIP award is
expected to vest this year.

Forms part of EPRA earnings per share, which as noted
above, is a key financial performance measure for the
Company's variable incentive arrangements.

Linked to individual personal objectives, representing
30% of the annual bonus performance conditions.

Linked to individual personal objectives, representing
30% of the annual bonus performance conditions.

We focus on
sustainable and
growing income

@

2018/19 ambition

Three year TSR performance
fo be in the upper quartile
of the FTSE 350 Real Estate
sector, excluding agencies
and operators.

Three year total accounting
return to be in the upper
quartile of FTSE 350 Real
Estate sector, excluding
agencies and operators.

One year TPR
outperformance
against IPO Quarterly
Universe index.

Deliver and sustain EPRA
earnings growth and
dividend progression.

Deliver like for like income
growth ahead of inflation
plus 1.5%.

Maintain high weighted
average unexpired lease
term targeting >12 years.

Maintain high occupancy
across the investment
portfolio, targeting >99%.

We manage, enhance
and create property
= in aresponsible way

Our expertise and
% relationships shape

our decision making

Financial performance indicators
We monitor other financial
performance indicators in respect
of LTV, debt maturity and cost

of borrowing.

These are discussed in the Finance
review on pages 38 fo 39.

Movements over the past five years are
reflected in the charts on page 39.

See Finance review on page 34

Risk management

The achievement of our seven KPIs is
influenced by the identification and
management of risks which might
otherwise prevent the attainment of
our strategic priorities.

The relationship between our principal
risks, strategic priorities and KPIs is
reviewed in the Risk management
section on pages 48 to 59.

See Risk management on page 48

Remuneration

The table on page 94 shows how our
KPIs are reflected in and therefore
aligned fo remuneration and
incentive arrangements.

See Remuneration on page 88

MBIAIBAQ

ABajpys IO

|opow
ssauisnq InQ

o
2
® 0
29
o3
z§
0
o®

ssauisng
3|qisuodsay

SDUDUIBA0S sy

SjuUSWISD)S
|DIdUDULY



LondonMetric Property Pic
Annual Report and Accounts 2018

26

Property review

We invest in real estate that delivers repetitive,

dependable and growing income and that offers the

best prospects for superior total returns. Our actions
aim to strengthen our portfolio’s income metrics.

Mark Stirling

Asset Director

Average unexpired lease length

12.4 years

Valentine Beresford
Investment Director

Acquisitions

£ 384.9m

Strong portfolio metrics provide
income security and growth

We continue to maintain strong income
metrics through our activities.

Average lease lengths of 12.4 years
(11.3 years to break) provide a high
level of income security with only 6% of
income expiring over three years and
nearly 60% with lease lengths of greater
than 10 years.

Occupancy remains high at 97.5%
and willrevert back to above 99% as
we let the remainder of our recently
completed distribution developments.

Gross to netincome ratio of 98.7%
compares very favourably against our
peers and reflects the low operational
requirements from owning single

let assefts.

50.3% of rental income benefits from
fixed orinflation linked uplifts which
provides certainty of income growth.
Furthermore, through open market
rental uplifts on distribution, we are
delivering organic rental growth.

The strength of our occupiers is crifical
to the quality of ourincome. Our top
five occupiers consist of Primark, Dixons
Carphone, M&S, DHL and Argos and
represent 35% of ourincome.

Lease expiry profile

>20 years 16%

0-3 years 6%

16-20 4-10 years
=

|

11-15 years

31%

7/

Our porifolio is further aligned to
structurally supported real estate

Acquisitions in the year totalled

£384.9 million as we continue fo invest
into our preferred sectors of distribution,
long income, convenience retail

and leisure.

£306.4 million was invested into
regional and urban distribution and
further broadened our end to end
logistics portfolio.

Whilst competition for assets in

these preferred sectors is strong, our
acquisitions were at an attractive yield
of 6.0% and a WAULT of 10.6 years.

Investment activity by sub sector

Acquisitions Disposals

Proceeds
Cost at share NIY at share NIY
£m % £m %
Distribution'® 306.4 59 88.2 5.3
Long Income® 40.5 6.7 1.2 6.7
Convenience & Leisure? 38.0 5.6 56.9 4.7
Retail Parks - - 18.1 7.1
Office - - 68.5 6.7
Residential - - 8.7 2.5
Total 384.9 6.0 251.6 5.7

1 Includes costs relating to the site acquisition and full development of 680,000 sq ft at Bedford

2 Includes convenience disposal of Loughborough and regional distribution sale at South Elmsall that
exchanged in the year with deferred completion post year end

3 Includes the investment value from an increase in our share of the DFS Joint Venture from 30.5% to 45.0%
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As part of our disciplined portfolio . . e ..
management, we sold £156.3 million Portfolio split’ Distribution weighting o
of assets within our preferred sectors )
at ayield of 5.2%. £88.2 million was in Retail parks 7% Residential 2% 0/0 g
distribution where we monetised older @
assets that had a WAULT to first break o
of less than five years. and leisure “
A o
This investment activity delivered 0% Total property return ]
80 bps of positive yield arbitrage and Long 3
provides greater certainty of income income 0/ 3
and income growth with alignment to 12% —I— 0 2
superior assefs. ° 2
The remainder of our sales related to Distribution
assets outside of our preferr(?d secftors, 69% Urban logistics valuation uplift o
namely our last office asset in Marlow, 3 §
two retail parks and 19 residential flats ) 9¢
at our only residential asset, Moore | nelodes aselsinaevelopment _l_] 0 9 0/0 23
O a

House, Chelsea. Including sales agreed
or under offer since the year end,

only 37 flats remain of the original 149
owned in ajoint venture, where we
have a 40% share.

As aresult of our investment and
development activity, distribution
increased to 69% of our total portfolio,
up from 62% in 2017, with urban logistics
representing nearly a third of our
distribution portfolio. Conversely, retail
parks exposure has fallen further to 7%.

Our actions are delivering
strong returns

We have been a significant beneficiary
of our early move into distribution
where strong demand/supply
dynamics have pushed capital values
and rents significantly higher.

Over the year, the portfolio delivered
a total property return of 13.7%,
significantly outperforming IPD Al
Property which returned 10.1%.

This return reflects the portfolio’s
sustainable and atftractive income
as well as a strong capital return.

The revaluation gain over the year was
£121.6 million, reflecting a 7.1% increase.
The second half gain was £468.8 million,
helped by our development assets,
particularly at our Bedford distribution
development where we completed

on the land acquisition.

The EPRA topped up net inifial yield

on the portfolio is now 4.9% and the
equivalent yield is 5.3%, reflecting an
equivalent yield compression of 28 bps
over the year on a like for like basis.

Our actions accounted for
approximately 50% of the valuation
gains through our strong exposure to
superior ERV growth, which averaged

3.1% in the year, and successfully
executed asset management and
development initiatives, which
generated like for like income growth
of 4.3%.

Distribution generated a capital uplift
of £74.4 million, representing a 6.4%
increase. The best performing segment
was urban logistics which saw a 10.9%
capital uplift driven by strong ERV
growth of 6.6%.

Retail and leisure saw a £40.0 million
valuation increase representing

an 8.1% uplift, helped by good ERV
growth and our asset management
activity. All subsectors performed well.
Retail parks delivered a 4.0% uplift,
convenience and leisure delivered an
8.5% capital uplift, and our long income
portfolio delivered 10.4%.

At our last remaining residential
property there was a £1.8 million fall in
value, representing a 5.8% reduction.

As income becomes an increasingly
important component of total returns,
we believe that our stfrong income
focused portfolio metrics will continue
to generate superior future total returns.

Revaluation gain in the year

Distribution 6.4%
Long Income 10.4%
Convenience & Leisure 8.5%
Retail Parks 4.0%
Residential -5.8%
Developments 26.1%
Total portfolio 71%
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Property review continued

>

]

Distribution

We invest in the subbsectors of distribution that offer
the most compelling returns.

Overview

The value of our end to end
distribution portfolio, including
developments, increased by 33% over
the year to £1,262.5 million.

These are high quality single let assets
with a WAULT of 12.1 years, offering
an atfractive mix of guaranteed
rental upliffs on mega and regional
distribution, and strong organic rental
growth prospects on urban logistics.

Mega distribution continues to

see strong investor demand and
pricing remains highly competitive.
Therefore, we have looked to
increase our exposure fo regional and
urban logistics where we see more
favourable pricing dynamics, greater
income growth potential and more
robust intrinsic value in the assets.

In the year, we invested £306.4 million
at an attractive blended yield of 5.9%
and with average lease lengths of
10.0 years.

Distribution portfolio

/{].3672

Regional distribution

The investment market for regional
distribution is also highly competitive as
investors price in strong rental growth
and leasing assumptions.

Whilst we remain disciplined, we
acquired four regional warehouses
for £83.4 million at a net initial yield of
5.6%. Three were acquired through
the Caboft portfolio acquisition and
the fourth was a warehouse let to
Clipper Logistics.

We have supplemented these
acquisitions by investing info our
development pipeline where
we continue fo access product
at yields significantly in excess of
investment value.

At Bedford, we acquired a 40 acre
development site and the majority
of the site will be used to build two
regional warehouses at a cost of
£45.4 million representing a yield
of 7.3%. The balance of the site

will be used to build three urban
logistics warehouses.

The strength of the market has
prompted us to sell three regional

assets for £88.2 million at a yield of 5.3%.

These were older assets, let on short
leases, with a WAULT to first break of
4.8 years, where we were uncertain on
the prospects for future rental growth.

Urban logistics

Occupier demand for smaller
distribution warehouses continues

fo grow as occupiers seek closer
proximity fo population centres to
reduce their operational costs and
delivery times. Urban logistics now
represents 29% of our distribution
portfolio, up from 17% in 2017. This has
improved the balance of our end to
end logistics platform significantly.

Over the year, we acquired 25 assets
for £177.6 million, including three
developments. The blended yield

on the acquisitions was 5.7% with

a WAULT of 9.3 years. These assets

are let to strong occupiers in good
locations and have aftractive income
growth potential.

We firmly believe in the outlook

for urban logistics. Tight supply

and significant occupier demand
continue fo drive material rental
outperformance of urban logistics
compared to regional or mega
distribution. In addition, with over 70%
of our urban assets in the south east
and the Midlands, we benefit from
the strong underlying land values
from alternative uses.

Therefore, we are comfortable that
our urban logistics portfolio has shorter
average lease lengths and a lower
level of contractual rental uplifts.

Distribution portfolio split

Urban logistics

29%
Mega
40%
Portfolio
split
Regional
31%

As at 31 March 2018

Typical warehouse size 500,000+ sg ft =~ 100-500,000 sq ft Up to 100,000 sq ft
Value' £501m £395m £367m
WAULT 13.2 years 14.2 years 8.5 years
Yield? 4.7% 4.5% 4.7%
Contractual uplifts® 74% 59% 28%

1 Including developments
2 Topped up Yield

3 Percentage of portfolio that benefits from contractual rental uplifts
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Acquired 1,300,000 sq ft Cabot portfolio 120,000 sq ft in Huyton o
£116.6 million acquisition of £11.8 million acquisition of a forward
11 urban and 3 regional assets. funding development let to Antolin o
m Acquired at a NIY of 6.1% and Interiors. Acquired at a yield of 6.1% 3¢S
° with a WAULT of 5.6 years. and with a WAULT of 15.0 years. g g
=y
NIY: 5.9% 680,000 sq ft in Bedford 90,000 sq ft in Coventry 2

WAULT: 10.0 years

Disposed

4 88.2m

NIY: 5.3%
WAULT: 5.8 years

Post period end

490,000sq fi

portfolio disposal

Disposal of six warehouses and a plot
of land for £36.0 million, reflecting a
blended NIY of 5.9%. The properties
are located in the Midlands and North
of England, with a WAULT to break of
5.3 years. The disposal of three of the
assets is conditional on the purchaser
arranging suitable financing.

The development site was
unconditionally acquired at an
anticipated development cost
of £65.5 million and yield of 7.0%.

181,000 sq ft in Leyton, Weybridge,
Peterborough, Cheltenham
and Haverhill

£25.6 million acquisition of five
warehouses at a NIY of 5.0%, rising
to 5.6% over five years, and with

a WAULT of 16.0 years.

364,000 sq ft in Ollerton

£37.4 million acquisition of a
warehouse let to Clipper Logistics
at areversionary yield of 5.5%,
with a WAULT of 19.8 years.

132,000 sq ft in Speke

£10.2 million acquisition of
a warehouse let to Gefco.
Acquired with a WAULT of 14.8 years.

£5.7 million acquisition of a warehouse
let to DHL. Acquired at a NIY of 7.0%
and with a WAULT of 10.0 years.

57,000 sq ft in Crawley

£6.9 million acquisition of six
warehouses with a WAULT of 2.8 years.
Itis anticipated that the site will be
redeveloped at a yield of ¢.6%.

62,000 sq ft in Frimley

Acquired a forward funding
development for £13.1 million

at an anficipated yield on cost of
5.3%.

51,000 sq ft in Crawley

£6.4 million acquisition of a
warehouse let to TNT. Acquired at a
NIY of 4.8% and a reversionary yield
of 6.2%, with a WAULT of 6.4 years.

42,000 sq ft in Warrington

£4.4 million acquisition of a warehouse
let to Hovis. Acquired at a NIY of 5.6%
and with a WAULT of 9.7 years.

SjuUSWISD)S
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Disposals

290,000 sq ft in South ElImsall

The property let o Superdrug was
sold for £15.0 million, reflecting a NIY
of 6.2%. The disposal completed post
year end and will be accounted forin
the next financial year.

274,000 sq ft in Bolton

The property let o Tesco was sold for
£24.4 million, reflecting a NIY of 5.4%.

LondonMetric acquired it as part of
the Cabot acquisition off a blended
NIY of 6.1%.

272,500 sq ft in Daventry

The property let to the Royal Mail
was sold for £48.8 million reflecting
aNIY of 5.0%.
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Property review continued

Retail and leisure

We focus on long income and convenience led assets in strong
locations that generate long term, attractive and reliable income.

Portfolio overview

Over recent years, we have
significantly reduced our retail park
exposure and shifted our retail
exposure towards assets that have
long leases, generate reliable income
and/or are convenience-led.

Retail & leisure split

Retail parks
25%

Long income
42%

Portfolio
split Our retail and leisure portfolio is 100%

let with average lease lengths of

12.9 years, let to strong retailers at

affordable average rents of £18.50 psf.

These assets are located in good

geographies and valued at an

attractive NIY of 5.5%.

Convenience
and leisure
33%

Investment overview

Working in partnership with our
occupiers, we acquired £78.5 million of
long income, convenience and leisure
retail in the year at a yield of 6.2%

and with an average lease length of
12.1 years.

The investment market appetite for
our retail and leisure assets is strong
and we continue to see good liquidity.
As a consequence, we disposed of
£86.2 million in this sector.

Long income

Value'

£ 299m

WAULT: 11.0 years
NIY2: 5.9%
Contractual uplifts®: 32%

Long income represents 12% of the
total portfolio and consist of properties
held within our DFS and MIPP joint
ventures and several wholly owned
properties. They have very limited
operational requirements, are let

on average for 11.0 years, typically

fo single tenants such as Dunelm,
Wickes and DFS. A third of income has
contractual uplifts.

During the year, we acquired

£40.5 million of assets, principally one
asset in New Malden. In addition,

we sold two DFS stores and a B&Q unit
for £11.2 million.

Convenience & Leisure

These assets represent 10% of the totall
portfolio, have an average lease
length of 17.2 years and 73% of income
is subject to contractual rental uplifts.
They consist of 13 convenience-led
stores let mainly to M&S, Aldi and LIDL,
and five Odeon cinemas which were
acquired as part of a portfolio of ten
cinemas in November 2013, bought at
an overall NIY of 7.2%.

Value'

£ 18Im

WAULT: 17.2 years
NIY2: 4.9%
Contractual uplifts®; 73%

Retail Parks

During the year, we purchased
£38.0 million of assets in Newport
(Isle of Wight), Kendal, Weymouth
and Ringwood at a NIY of 5.6%,
and we sold two cinemas and two
convenience assets for £56.9 million
at a NIY of 4.7%.

We continue fo find attractive
convenience opportunities.

Value!

£ 140m

WAULT: 11.1 years
NIY2: 5.6%
Contractual uplifts®: 13%

Over the last three years our retail
park exposure has reduced from 15 to
five today, representing just 7% of the
overall portfolio.

The five remaining assets are in

good locations with strong occupier
contentment and average lease
lengths of 11.1 years. All have recently

been asset managed.
1 Including developments

2 Topped up Yield

3 Percentage of portfolio that benefits from contractual rental uplifts

During the year we sold two assets in
less attractive geographies in Milford
Haven and Newcastle-under-Lyme af
values in line with our book.

We expect to further monetise our
retail park exposure.
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Overview Acquisitions §
g
Acquired New Malden Ringwood )
£28.3 million acquisition of a £8.5 million (Group share: £4.3 million)
51,500 sq ft long income asset af acquisition by our MIPP JV of a o
m avyield of 6.1% and with a WAULT 35,000 sq ft leisure development 3¢S
® of 14.4 years let to Currys PC World. pre-let to Premier Inn, at a yield of g g
5.0% and a WAULT of 25.0 years. 23
NIY: 5.5% Newport (Isle of Wight) and ! 2

WAULT: 12.1 years

Disposed

£ 86.2m

NIY: 5.5%
WAULT: 15.8 years

Kendall

£24.6 million acquisition of two
convenience assets let to M&S.
Acquired at a blended NIY of 5.5%
with a WAULT of 9.6 years.

DFS JV increase in equity share
An increase in our equity share of
the DFS joint venture from 30.5%

to 45.0%, represented £12.2 million
of investment.

Weymouth

Acquired a convenience-led
development site with an initial
development cost of £9.1 million,
reflecting an anticipated yield
on cost of 6.3%.
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Post period end

£ 5. 1Im

acquired
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Disposals

Our MIPP JV acquired two assets for
£10.3 million (Group share: £5.1 million)
at a blended yield of 5.4% and with a
WAULT of 17.2 years. Wickes account
for 60% of the income.

ISy

Loughborough

£32.5 million disposal of a 55,000

sq ft Morrisons store at a NIY of 4.3%.
The asset had been extended
recently and a new 25 year

lease was agreed with Morrisons.
The disposal completed post year
end and will be accounted for

in the next financial year.

Milford Haven

The 84,000 sq ft retail park was sold
for £15.3 million at a NIY of 6.9%
and a WAULT of 8.5 years.

Derby

The 37,000 sq ft Odeon Cinema was
sold for £12.6 million at a NIY of 4.7%.

Birkenhead

The 32,000 sqg ft Vue Cinema was
sold for £5.8 million at a NIY of 7.2%.

Hull

Our MIPP JV sold the 71,000 sq ft B&Q
store for £11.6 million (Group Share
£5.8 million), reflecting a blended NIY
of 6.0%.

Guisborough

The 26,000 sq ft convenience scheme
let to Aldi and Iceland was sold for
£6.0 million at a NIY of 5.0% and with
a WAULT of 11.9 years.

Swansea and Swindon

Two assets were sold by our DFS JV for
£13.92 million (Group share: £5.4 million)
at a blended yield of 7.5%.

Newcastle-under-lyme

The 22,000 sq ft retail asset was
sold for £2.8 million at a NIY of 8.0%
and a WAULT of 9.0 years.
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Property review continued

©

Asset management

Our asset management activity is generating further income

and capital growth and is enhancing our real estate.

Occupier transactions

28

Additional income

AN

WAULT on lettings

15.2 years

27 rent reviews

+]2.3%

above passing (on a 5 yearly
equivalent basis)

Martlesham Heath 47,800 sq ft
Retail Park

3 leases were signed with Shoezone,
Mountain Warehouse and Card
Factory in the year, adding to
previous lettings to M&S, Hobbycraft
and Poundland.

The 47,800 sq ft park has been
fransformed, increasing income by
73% and the WAULT to 12 years. [t has |
generated an ungeared return of 12% ©
per annum since purchase in 2013.

We undertook 58 occupier transactions
in the year and generated £3.1 million
of additional income. Like for like
income growth was 4.3%.

Lettings

31 lettings were undertaken at

22% above ERV and with a WAULT

of 15.2 years. This delivered £2.2 million
of additionalincome, 74% of which
has confractual uplifts:

¢ £0.6 million related to lettings at our
recently completed developments
in Crawley and Ipswich with a WAULT
of 13.6 years and at 15% above ERV

¢ £0.8 million arose from the full
letting of our M&S anchored asset
in Matlock and a 15.0 year re-gear
at our new asset in New Malden

e £0.5 million related to 21 retail
lettings. These were undertaken at
25% above ERV and with a WAULT
of 11.6 years

¢ £0.3 million related to regears at two
Odeons where we are confributing
towards internal refurbishment works
and where the WAULT is 20.0 years

One of the lettings was a 15 yearregear
on a 119,000 sqg ft urban distribution
asset purchased as part of the Cabot
acquisition and where six years
remained previously.

Post year end, including at our Frimley
development, we have exchanged
or agreed terms on five lettings across
0.3 million sg ft adding £1.1 million of
income with an average lease length
of 11.6 years. One of these lettings is an
urban logistics regear where the rent
has increased by 34% to £1.9 million
and the term has been extended by
7.5 years.

Rent reviews

27 rent reviews were agreed across
3.0 million sg ft adding £0.9 million

of income at 12.3% above passing
on a five yearly equivalent basis and
6.3% above ERV:

¢ Nine distribution reviews at 9.5%
above passing on a five yearly
equivalent basis, four of which
were urban logistics reviews where
the average five yearly uplift
was 10.5%

18 retail and leisure reviews at 5.8%
above passing (16.6% on a five yearly
equivalent basis), predominantly
inflation linked reviews on cinema
and convenience assets

Post year end, we have settled or
agreed three rent reviews which adds
£0.2 million of income at 18.8% above
passing on a five yearly equivalent
basis. One of these is an urban logistics
asset where the uplift was 42%.




LondonMetric Property Plc 3 3
Annual Report and Accounts 2018

O i o
e & §
s
B © .
L %>
DevelopmenT Developments under o
construction or in the pipeline s
Short cycle developments improve the quality g
. . «Q
of our assets at attractive yields. ] Om S t =
. q
at a 6.5% yield on cost e
3
We completed five developments generate ayield of 6.5% on total costs of 9,;
in the year across 578,000 sq ft at an £124 million, @ third of which has already fjtgi(;;;kﬁei?é%on?;?e?e recontly 8
L . - g
anticipated yield on cost of 6.4%. been spent. 137,0005q ft has been et fo Michelin 8
Developments under construction and Since the year end, we have completed for 15 years and we are in advanced
in the pipeline at the year end totalled our Dagenham, Ipswich and Frimley discussions on letting of the
1,031,000 sq ft and are expected to developments across 273,000 sq ft. remaining unit. o
3§
Crawley - the 109,000 sq ft 28
Areasqft Additional Yield on Practical development completed - §
Scheme Sector '000 Rent £m cost% completion? recently and 32,000 sq ft is let v
Completed in the year to Boeing for 15 years. We are in

advanced discussions on letting

Tonbridge Retail 42 0.3 6.1 Q317 oF e remelinelar pJ
Huyton Distribution 120 0.7 6.1 Q417 . 33
, R Frimley - 38,000 sq ft of the 62,000 =3
Stoke Distribution 277 1.5 6.3 Q118 sq ft development has been pre-let 2
Crawley? Distribution 109 1.4 6.7 Q118 to BAE Systems for 15 years and terms o
Launceston Retail 30 0.3 6.2 Q417 are agreed on the remaining unif.
578 4.2 6.4 Derby — we have pre-letf the
X . development to M&S, Starbucks w®
Under construction and pipeline and Nandos at a WAULT of 16 years. 3
Dagenham' Distribution 180 0.9 57 Q218 The site acquisition is expected to § 2,
Ipswich! Retail 31 0.7 69 Q218 occurin July 2018 following receipt %
Frimley'? Distribution 62 0.7 53 Q18 of planning consent.
Bedford (Regional)®  Distribution 500 33 73 2019 ‘{‘(’}%’8‘;”‘3 e dﬁ‘éﬁ%i'e‘?ie ;
Bedford (Urban)? Distribution 180 1.3 6.4 2019 of%ers or?’rhe letting of three small
Ringwood Leisure 35 0.2 5.0 Q418 pods. The development is expected ;
Weymouth? Retail 27 0.6 6.3 2019 to have a WAULT of 18 years. The site
. - has been purchased and planning
Derby Retail 16 0.4 6.7 2019 consent is expected in Q4 2018. o
1031 & 6> Bedford — we acquired 40 acres o
1 Completed post yearend of land in the year. The site isin an )
2 (leEe e ElEnEtT GUeliEB el e established distribution location 2
3 Anticipated yield on cost and rents 3
where we also own an Argos 3
warehouse. Planning consent has o

been received and we expect to
commence construction of three
smaller urban warehouses shortly.
Construction of two larger regional
warehouses is subject to pre-lets.
Occupier interest is strong and
detailed terms have been drawn up
o on pre-letting the largest warehouse
e of 350,000 sq ft.
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Bedford 680,000 sq ft
=~ distribution
development

BEDFORD
LINK g8
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Financial revieww

Our strong financial returns this year are testament to sound
property and financing decisions. Our patient and disciplined
investment strategy continues to focus on owning fit for purpose
real estate that delivers sustainable and growing income.

Martin McGann

Finance Director

IFRS reported profit

7{](96 Om

017: £63.0m

EPRA earnings per share

85p

017:8.2p

IFRS net assets

;{] 149.5m

017: £1,006.9m

EPRA net asset value per share

165.2p

2017: 149.8p

Net rental income (including JVs)

{90 Om

017: £81.8m

Overview

Our property portfolio is well positioned
to support the advancement of
technology and migration of consumer
spending online and has delivered
strong earnings and net asset growth
this year.

IFRS reported profit has increased

by £123.0 million to £186.0 million,
predicated on a significant revaluation
gain of £121.6 million in the year.

IFRS net assets are £1,149.5 million or
165.7p per share, an increase of 13.2%
on a per share basis in the year.

EPRA earnings have increased by 15.9%
fo £59.1 million or 8.5p per share. On a
per share basis earnings are up 0.3p

or 3.7% from 8.2p last year, reflecting
the impact of the equity placing

of 62.8 million shares in March 2017.
EPRA NAV is £1,146.6 million or 165.2p
per share, an increase of 11.3% or 10.3%
on a per share basis.

The growth in underlying EPRA earnings
has enabled us to increase our dividend
for the year by 5.3% o 7.9p per share.
The dividend continues to be fully
covered by EPRA earnings at 108%.
Three quarterly dividend payments
totalling 5.55p per share have been
made to date and a further 2.35p is
proposed for payment on 11 July 2018.
A scrip alternative to a cash dividend
payment was offered to shareholders
and 4.8 million shares were issued in the
year. Itis our intention to continue to
offer shareholders this choice.

In July, we refinanced our secured loan
facility with Helaba and cancelled
£128 million interest rate swaps.

We re-couponed a further £190 million
swaps in the second half of the year,
reducing our average cost of debt

t0 2.8% at the year end (2017: 3.5%).

We anticipate interest cost savings over
the next 2.5 1o 4.0 years which will pay
back the fotal break cost of £19.0 million.

Our other financing metrics remain
strong, with loan to value of 35%
and average loan maturity, despite
the passing of a year, of 4.8 years
(2017: 5.2 years).

Presentation of financial
information

The Group financial statements on
pages 114 to 136 are prepared in
accordance with IFRS where the
Group's inferests in joint ventures are
shown as a single line item on the
consolidated income statement and
balance sheet and all subsidiaries are
consolidated at 100%.

Management monitors the
performance of the business principally
on a proportionately consolidated
basis, which includes the Group's

share of joint ventures on a line by

line basis in the financial statements.
These measures, presented on a
proportionately consolidated basis,

are alternative performance measures,
as they are not defined under IFRS.

The figures and commentary in
this review are consistent with our
management approach, as we
believe this provides a meaningful
analysis of overall performance.

Alternative performance measures

The Group uses alternative
performance measures based on the
European Public Real Estate (EPRA)
Best Practice Recommendations (BPR)
to supplement IFRS as they highlight the
underlying performance of the Group's
property rental business.

The EPRA measures are widely
recognised and used by public real
estate companies and seek to improve
fransparency, comparability and
relevance of published results in the
sector. EPRA earnings is one of the
Group's KPIs and supports the level of
dividend payments. It is also one of the
financial performance targets under
the variable incentive arrangements
for Executive Directors.

Further details, definitions and
reconciliations between EPRA
measures and the IFRS financial
statements can be found in note
8 to the financial statements,
Supplementary notes i to viiand
in the Glossary on page 147.
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Income statement
EPRA earnings for the Group and its share of joint ventures are detailed as follows: 8
Group Jv 2018 Group Vv 2017 5:
For the year to 31 March £m £m £m £m £m £m =2
<
Gross rentalincome 82.0 9.8 91.8 73.9 2.1 83.0
Property costs (0.8) (0.4) (1.2) (0.8) (0.4) (1.2) o
Net rental income 81.2 9.4 90.6 73.1 8.7 81.8 §
Management fees 1.7 (0.8) 0.9 1.7 (0.7) 1.0 %
Administrative costs (13.8) (0.1) (13.9) (13.3) (0.1) (13.4) %
Net finance costs (16.5) (2.0) (18.5) (16.3) (2.1) (18.4) §
EPRA earnings 52.6 6.5 59.1 45.2 5.8 51.0
The table below reconciles the rents has increased marginally thisyear  £18.5 million, a marginal increase of 8
movement in EPRA earningsin the year. 10 98.7%. £0.1 million compared with last year. g_ g
&m P Administrative costs This was due fo decreases in - g'
EPRA earnings 2017 510 82 Administrative costs have increased interest receivable from forward :
Net rentalincome 8.8 1.3 by 3.7%to £13.9 milion and are funded developments fhat have
: : sfétéd <::ﬁter cdpitolising staff costs of completed and interest capitalised
Management fees (0.1 - i . S on developments of £1.3 million and o
— - £1.8 million (2017: £1.8 million) in respect L ; - =
Administrative costs (0.5) 0.1)  oftime spent on development activity £0.2 million respectively, offset by lower 2
Net finance costs 01) ~  inthe vear Group bank interest costs of £1.4 million. 2 3
: year. Group interest payable has fallen as a §
Other’ - (0.9)  Headcountis only slightly reduced and  result of lower average rates following
EPRA earnings 2018 59.1 8.5 the costincrease is primarily due tothe  the cancellation of out of the money

1 Opening earnings per share has been adjusted for

£0.6 million increase in the share based

interest rate swaps in July and lower

the increased weighted average number of shares PAYmMent charge, reflecting additional average debt balances this year. - 5
following the equity placing in March 2017 awards granted to Directors since 2017.  Further detail is provided in notes 5 and §,g
. . 10 fo the financial statements. 22
Net rentalincome EPRA cost ratio -
One of our key strategic priorities has The Group's cost base continues to Share of joint ventures
been to grow sustainable income to be closely monitored and the EPRA EPRA earnings from joint venture
support growth in EPRA earnings and cost ratio is used as a key measure of investments were £6.5 million, an
a progressive dividend. This year we effective cost management. increase of £0.7 million over last year as
have increased net rental income by . . reflected in the table below. 2
£8.8 million or 10.8% 1o £90.6 million, The ratio reflects total operating costs, x
i including the cost of vacancy, as a Forthe yearto 2018 2017
up from £81.8 million last year. ; . 31 March £m £m
Movements in net rentalincome are percentage of gross rentalincome.
reflected in the table below. 2018 2017 MIPP 37 34
em % %  Retail Warehouse o
Net rental 2017 a8 EPRA cost ratio (DFS) 2.7 2.2 g
etrenialincome : including direct Residential 5
Existing properties! 4.4 vacancy costs 15 16 (Moore House) 0.1 0.2 %
Developments? 4.2 EPRA costratio 6.5 5.8 ’
Net acquisitions in 2018 3.8  excluding direct
Net disposals in 2017 (3.6) 2Ny costs 15 15 In September 2017 we increased our
- shareholding in the DFS joint venture by
Net rentalincome 2018 90.6

1 Properties held throughout 2017 and 2018
2 Developments completedin 2017 and 2018

Like for like income from our existing
portfolio generated additionalincome
of £4.4 million from lettings, rent
reviews and regears and completed
developments delivered a further

£4.2 million. Net acquisitions this year
increased income by £3.8 million.

Our property cost leakage is minimall
as vacancy levels are extremely low.
Netincome as a percentage of gross

The EPRA cost ratio for the year,
including direct vacancy costs,

has fallen 93 bps to 15.3% this year.
The reduction is due to higher rents
more than offsetting the increase in
administrative expenses in the year.

The full calculation is shown in
Supplementary note iv on page 143.

Net finance costs

Net finance costs, excluding the costs
associated with repaying debt and
tferminating hedging arrangements on
sales and refinancing in the year, were

14.5% to 45.0%. This resulted in a higher
share of earnings in the second half
of the year. At the same time, Atlantic
Leaf Properties Limited acquired a
45.0% interest in the joint venture from
LVSII Lux S.AR.L.

Income from our MIPP joint venture
also increased as a result of prior
period acquisitions contributing for
the full year.

In addition, the Group received net
management fees of £0.9 million for
acting as property advisor to each of
its joint ventures (2017: £1.0 million).

SjuUSWISD)S
|pIDUDULY
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Financial reviewo continued

Taxation

As the Group is a UK REIT, any
income and capital gains from our
qualifying property rental business
are exempt from UK corporation fax.
Any UK income that does not qualify
as property income within the REIT
regulations is subject to UK taxin the
normal way.

The Group's tax strategy is compliance
oriented; fo account for fax on an
accurate and timely basis and

meet all REIT compliance and
reporting obligations.

We seek to minimise the level of tax risk
and fo structure our affairs based on
sound commercial principles. We strive
to maintain an open dialogue with
HMRC with a view to identifying and
solving issues as they arise.

The taxrisk identification and
management process is documented
in the Risk Register and Internal Control
Evaluation which is reviewed annually
by the Audit Committee who reports
its findings to the Board. The Board
also considers risk at a high level at
each meeting via arisk dashboard.
The Finance Director has overall
responsibility for the execution of the
tax strategy.

We pay business rates on void
properties and stamp duty land tax.

In addition we collect VAT, employment
taxes and withholding tfax on dividends
and pay these over to HMRC.

We continue to monitor and
comfortably comply with the REIT
balance of business tests and distribute
as a Property Income Distribution 90%
of REIT relevant earnings to ensure our
REIT status is maintained.

Our formal tax strategy has been
published on the Group's website
at www.londonmetric.com.

Dividend

The Company has continued fo
declare quarterly dividends and

has offered shareholders a scrip
alternative fo cash payments. In the
year to 31 March 2018 the Company
paid the third and fourth quarterly
dividends for 2017 and the first two
quarterly dividends for 2018 at a total
cost of £51.4 million or 7.6p per share
as reflected in note 7 to the financial
statements. The Company issued

4.8 million ordinary shares in the year
under the terms of the Scrip Dividend
Scheme, which reduced the cash
dividend payment by £8.0 million to
£43.4 million.

The first two quarterly payments for the
current year of 1.85p per share were
paid as Property Income Distributions
(PIDs) in the year. The third quarterly
payment of 1.85p was paid as a PID

in April 2018 and the Company has
proposed a fourth quarterly payment
of 2.35p payable on 11 July 2018,

of which 1.7p per share willbe a

PID, to shareholders on the register

on the record date of 8 June 2018.

The total dividend payable for 2018 has
increased 5.3% fo 7.9p, comprising a
PID of 7.25p and an ordinary dividend
of 0.65p.

IFRS reported profit

Management principally monitors
the group’s underlying EPRA earnings
which reflect earnings from core
operational activities and excludes
property and derivative valuation
movements, profits and losses on
disposal of properties and financing
break costs.

A full reconciliation between EPRA
earnings and IFRS reported profit
is given in note 8(a) to the financial
statements and is summarised in
the table below.

The Group's reported profit for the
year was £186.0 million compared with
£63.0 million a year ago. The increase
was driven by the property revaluation
gain of £121.6 million compared with
just £21.0 million last year.

Other movements in reported profit
include a favourable movement

in the fair value of derivatives of

£26.4 million, which is offset by break
costs of £19.1 million. The net favourable
movement of £7.3 million compares
with aloss of £3.3 million last year.

As part of the Helaba loan refinancing,
we cancelled £128.4 million out of the
money interest rate swaps at a cost

of £6.3 million. In the second half of

the year we recouponed a further
£190 million interest rate swaps hedging
our unsecured RCF at an additional
cost of £12.7 million. These fransactions
are earnings accretive with a payback
period of 2.5 to 4.0 years.

For further details see the Financing
section of this review on page 38.

The disposal of our non core office in
Marlow contributed to the loss on sales
in the year, generating a loss over book
value of £3.6 million. This was partly
mitigated by the retention of rent for
the deferred completion period of

£1.2 million. The corresponding profit
over original cost was £4.5 million.

Profit on other retail and distribution
sales reduced the overall loss to

£2.0 million which compares to aloss
of £5.5 million in 2017.

The total profit over original cost of sales
in the period was £17.9 million or 9.8%
(2017: £7.4 million or 3.8%).

Disposals are discussed in detail in the
Property review section of the Strategic
report on pages 26 to 33.

For the year fo Group Jv 2018 Group JV 2017
31 March £m £m £m £m £m £m
EPRA earnings 52.6 6.5 59.1 45.2 5.8 51.0
Revaluation of investment property 114.7 6.9 121.6 222 (1.2) 21.0
Fair value of derivatives 26.2 0.2 26.4 0.2 0.1 0.3
Debt and hedging early close out costs (19.0) (0.1) (19.1) (3.9) (0.1) (3.6)
(Loss)/profit on disposal (2.1 0.1 (2.0) (4.5) (1.0) (5.9)
Otheritems - - - (0.2) - (0.2)
IFRS reported profit 172.4 13.6 186.0 59.4 3.6 63.0

1 Otheritemsin the prior year include amortisation of intangible assets
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Balance sheet EPRA net assets for the Group and its share of joint ventures are as follows:
IFRS reported net assets increased Group i\ 2018 Group v 2017 8
by £142.6 million or 14.2% in the year As at 31 March £m £m £m &m &m £m g-
to £1,149.5 million. Investment property 1,677.6 164.4 18420 1,373.4 160.4 11,5338 &

<
EPRA net asset value is a key measure Gross debt (650.0) (58.9) (708.9) (473.2) (54.5) (527.7)
of the Group's overall performance, Cash 26.2 13.1 39.3 429 3.2 461
reflecting both income and capital o
returns. It excludes the fair valuation of ~ Ofhernet 3
derivative instruments that are repor’red (liabilities)/assets (24.8) (1.0) (25.8) (20.4) (1.3) (21.7) 2
in IFRS net assets. EPRA net assets have EPRA net assets 1,029.0 117.6 1,146.6 922.7 107.8  1,030.5 g
'”Crefsz? ]i]g%‘ rTl“I',“'O” o 11.3% '“hfhe Derivatives 28 0.1 29 (234  (02) (234 2

ear to £1,146.6 million. On a per share )

Z)OSIS EPRA net assets increosgd by IFRS net assets 1,031.8 177 1,149.5 899.3 107.6 ],0069
15.4p, or 10.3% to 165.2p. o
Areconciliafion between EPRA net EPRA net asset value (Em and pence per share) 3g
assets and IFRS reported net assets is g2
provided in the table opposite and in 1,030.5 59.1 121.6 (51.4) (13.2) 1,146.6 T
note 8 fo the financial statements. 149.8 8.5 17.6 (7.6) (3.1) 165.2 e

The increase in both IFRS and EPRA net . -

assets per share was principally due

to the property revaluation of 17.6p.

EPRA earnings of 8.5p covered the -
7.6p dividend charge.

o
2
® 0
eQ
o3
=5
0
o

The movement in EPRA net assets,
together with the dividend paid

in the year net of the scrip issue of 2017 EPRA Property Dividend Other 2018
shares of £43.4 million, results in a earnings revaluation charge movements' - §
total occounﬁng return of 15.5%. 1 Other movements include loss on sales (£2.0m), debt/hedging break costs (£19.1m), share based awards §'8
The full calculation can be found in (£0.1m), offset by scrip share issues (£8.0m) o %
supplementary note viii on page 144. %
Portfolio valuation urban logistics assets, that have Huyfon completed in the year and new
Our property portfolio, including the Selen Trhe h|ghesTThIeveIs of rental and gﬁée\ﬁeprpnithﬁr\)/\?e?ref%rlhisirg’rdBedford
share of joint venture assets, grew valuation growin. Y a )
20.0% in the year to £1,842.0 million. We have increased our distribution The Group’s commitment to ;
This was aresult of significant net exposure (including distribution development activity is demonstrated
property investment and a strong developments) to 69% from 62% by the significant spend of £62.5 million
valuation performance. last year. in the year, which isreflected in the
It has been another busy year Investment in development assets g\xes;mgr;%property movement table
with significant investment into remains af modest levels as short cycle Pag ’ 8
the distribution sector, particularly opportunities at Crawley, Stoke and 2
Q

2018 2017 §
As at 31 March £m A £m %
Distribution 1,233.1 66.9 927.4 60.4
Convenience & leisure 174.7 9.5 156.2 10.2 2 .
Longincome 220.8 12.0 166.6 10.8 g §
Retail parks 139.8 7.6 145.2 9.5 S_ %
Offices - - 70.0 4.6
Investment portfolio 1,768.4 96.0 1,465.4 95.5
Residential 30.1 1.6 41.1 2.7
Development! 43.5 2.4 27.3 1.8
Property value 1,842.0 100.0 1,533.8 100.0

1 Represents distribution of £29.4 million (1.6%), long income of £8.2 million (0.5%) and convenience and leisure of £5.9 million (0.3%). Split in March 2017 was distribution of
£22.8 million (1.5%) and retail parks of £4.5 million (0.3%)
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Financial reviewo continued

Revaluation gain

{ 121.6m

017: £21.0m

Portfolio value

£ 1,842.0m

2017:£1,533.8m

Distribution

69"

017: 62%

Dividend

79p

017: 75p

Average debt cost

2.8

2017: 3.5%

LTv

357

017: 30%

Average debt maturity

4 8 ears

017:5.2 yecrs

All amounts except for dividend per share
include the Group's share of joint ventures

The movement in the investment portfolio
is explained in the table below.

Portfolio value'

£m
Opening valuation 2017 1,533.8
Acquisitions 289.7
Developments 62.5
Capital expenditure on
completed properties 20.4
Disposals (191.0)
Revaluation 121.6
Lease incentives 5.0
Closing valuation 2018 1,842.0

1 Further detail on the split between Group
and joint venture movements and the EPRA
capital expenditure analysis can be found in
Supplementary note vii on page 144

The Group spent £289.7 million in the
year acquiring 25 distribution and 3
retail properties.

Non core assets including our last office
in Marlow and 19 residential flats at
Moore House generated proceeds of
£77.2 million. A further 10 commercial
property sales generated additional
proceeds of £126.9 million and reduced
the total carrying value of property

by £191.0 million, as reflected in the
table above.

We exchanged to sell two further assets
in the period, a distribution unit in South
Elmsall let o Superdrug for £15.0 million
and a Morrisons store in Loughborough
for £32.5 million. Both had deferred
completions and will be reflected as
disposals in the financial statements

in 2019.

Property values have increased by
£121.6 million, most significantly in our
urban logistics and development
sectors and the portfolio has delivered
a total property return of 13.7%
compared fo the IPD All Property index
of 10.1%.

At the year end, the Group had
capital commitments of £47.5 million
as reported in note 9 to the financial
statements, relating primarily to
committed developments in progress
at Frimley, Bedford and Weymouth.

Further detail on property acquisitions,
sales, asset management and
development can be found in the
Property review on pages 26 to 33.

Financing

The performance indicators that
continue to be used fo monitor the
Group's debt and liquidity position are
shown in the table below.

2018 2017
As at 31 March £m £m
Gross debt 708.9 527.7
Cash 39.3 46.1
Net debt 669.6 481.6
Loan to value! 35% 30%
Cost of debt? 2.8% 3.5%
Undrawn facilities 65.8 299.7
Average debt 4.8 5.2
maturity years years
Hedging® 73% 87%

LTV at 31 March 2018 includes £47.5 million of
deferred consideration receivable on sales

at Loughborough and South Elmsall and
excludes their £47.5 million property valuation
(2017: £14.3 million)

Cost of debt is based on gross debt and includes
amortised costs but excludes commitment fees
Based on the notional amount of existing hedges
and total debt facilities

N

w

The Group and joint venture split is
shown in Supplementary note iii on
page 142.

In July 2017 we refinanced our secured
debt facility with Helaba and repaid
£66.2 million by drawing additional
unsecured debt. We extended the term
by 2.7 years and reduced the average
cost of debt. As part of the refinancing
we cancelled £128.4 million interest rate
swaps at a cost of £6.3 million.

In the second hallf of the year, we
recouponed a further £190 million
interest rate swaps which hedge our
unsecured RCF at a cost of £12.7 million.

Our MIPP joint venture increased and
extended its debt facility with Deutsche
Pfandbriefoank in September by

£18.2 million and for a further three
years to matfch the debt maturity fo the
duration of the joint venture agreement.

Asreflected in the balance sheet on
page 37, the Group's share of joint
venture gross debt has increased

by £4.4 million due to its additional
investment in the DFS Retail Warehouse
joint venture, which increased our
share of debt by £7.4 million. This was
offset by debt repaid following sales of
£3.0 million.
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These financing fransactions have Cash flow Cost of debt
sTr‘eng’rhened our key ﬁnonpiol ratios During the year, the Group’s cash 8
with average debt cost falling to 2.8% balances decreased by £16.8 million as 0 £
(2017:3.5%) and average debt maturity  ofected in the table below. 2 8 0 3
of 4.8 years (2017: 5.2 years). . g
) 2018 2017
We deployed our available undrawn As at 31 March £m &m 40 39
focil_iﬂes, po_rﬂy genero‘red following ‘rhe Cash flows from ; . 3:7 3.5 35 o
equﬁy.placmg in March 2017, fo acquire operations 69.5 637 : : 28 5
assets in our preferred sectors and - - 2
progress committed developments, Changes in working 5
reducing undrawn facilities at the year ~ capifal (1.1) 10.6 2
end to £65.8 million. Finance costs and 2
faxation (16.4) (17.2)
Loan to value, net of cash resources o p : : : : :
and deferred consideration on sales Cash flows from - - - - -
¢ o o
which complete and will be recognised ~ operating activities 52.0 57.1 2013 201420152016 2017 2018 3
next year, was 35% (2017: 30%). Cash flows from L ; | H 2 §
We intend fo keep LTV below 40% to investing activities (178.1) 75 oanfo valve raflo =3
provide sufficient flexibility to execute Cash flows from 0/
transactions and take advantage financing activities 109.3 (64.3) 35 0
ofinvestment opportunities whilst Net (decrease)/
maintaining sufficient headroomunder  jhcrease in cash (16.8) 03 43

our gearing covenants.

The Group has comfortably complied
throughout the year with the financial
covenants contained in its debt funding
arrangements and has substantial levels
of headroom. Covenant compliance

is regularly stress tested for changes in
capital values and income.

The Group's unsecured facility and
private placement loan notes contain
gearing and interest cover financial
covenants. At 31 March 2018, the
Group's gearing ratfio as defined within
these funding arrangements was 56%
compared with the maximum limit of
125% and interest cover ratio was 5.0
times compared with the minimum
level of 1.5 fimes.

The Group's policy is to substantially
de-risk the impact of movementsin
interest rates by entering into hedging
arrangements. Independent advice is
given by J C Rathbone Associates.

At 31 March 2018, 73% of our exposure
to interest rate fluctuations was hedged
by way of swaps and caps assuming
existing debt facilities are fully drawn
(2017: 87%). This has fallen as a result of
the cancellation of £128 million interest
rate swaps in the year.

We continue to monitor our hedging
profile in light of forecast interest
rate movements.

Cash inflows from operations were
£5.8 million higher this year reflecting
increases in net rental income.

Cash flows from operating activities
have decreased by £5.1 million
compared fo last year due to changes
in net working capital requirements.

Cash flows from investing activities
reflect property acquisitions, including
those classified as forward funded
developments, of £306.2 million and
capital expenditure and incentives of
£59.3 million.

These outflows were offset by

net proceeds from disposals of

£183.8 million and net distributions from
joint ventures of £3.6 million.

Cash flows from financing activities
reflect net new borrowings of

£176.8 million, cash dividend payments
of £43.4 million (which reflect the

£8.0 million scrip saving), financing
costs of £21.6 million and share
purchases of £2.5 million.

New borrowings of £176.8 million and
the cancellation of secured debt of
£66.2 million reduced our available
facilities in the year.

Further detail is provided in the Group
cash flow statement on page 117.
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Responsible Business

Responsible Business addresses three key areas of
environment, people and our other stakeholders. It is
embedded into our investment, asset management,
development and corporate activities.

Q Our approach is delivering Responsible Business benefits

Our Key Responsible Business risks and potential impact

We continue to build on our

! : . Environment Stakeholders
Respon”ble Busme”ﬁ?mdanons * Quality, desirability * Management of our supply chain is insufficient
and enswre that appmpmatg targets and environmental leading fo business interruption, accidents,
. . tandards of our assets reputational risk or breach of law

are set and aligned with our s anc .
R bl Bg . bieclives.” deteriorate, leading e Reliance on a few employees, insufficient

esponsible business ojectives. TO higher voids, loss of employee development and diversity reduces
Martin McGann income and reduced our competitive advantage
Finance Director liquidity for our assets

e Poor external stakeholder relations impact
negatively on our reputation and ability to

Overview undertake business activities

We are committed to improving * Poor Responsible Business focus reduces our
our Responsible Business disclosure, access to capital and debt markets
mitigating sustainability risks and

capturing environmental and Our Responsible Business objectives

stakeholder related opportunities. v v

Every year we sef fargets to meetf our Minimise the ¢ Empower, develop and increase wellbeing and
Responsible Business objectives. environmental - diversity of our people

Progress is monitored at Working impact of ourbusiness | Enhance our external stakeholder relationships,
Group meefings held several and moximise fhe - including those with occupiers, supply chains,
times a year and attended by key efficiencies of our investors and local communities

business representatives, one Board assets in conjunction

member and JLL, our external with occupiers

real estate sustainability advisor.

Overall performance is reported to Responsible Business embedded in our activities

the Board at regular intervals.

. . For the full Responsible
A Chqngmg business Business report 2018 see
LondonMetric has changed www.londonmetric.com

significantly, moving away from
offices and multi-let retail parks into
single let and modern distribution.
Consequently, our carbon footprint Investment
has fallen significantly, as has the Generating
portfolio’s operational requirements sustainable value

and our employee numbers.

Responsible Business

Managing stakeholder
relationships and
risk well
Responsible Responsible
New targets for 2019 have been Development e Aoy e

set and are detailed in the full e s ReseenEiie e
Responsible Business report for 2018. our assets occupier needs

Responsible

Therefore, combined with our
responsible activities, risks from
Responsible Business have been
reduced significantly. However, we
continue to monitor and address
all potential risks and look at alll
opportunities that can benefit our
stakeholders and the Company.
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Rey achuevements and further recognition of our progress

0
3
2
]
-
Our Responsible Business activities have delivered 5
further improvements and have increased our 2
. . . Q
GRESB score which we continue to view as our g
most applicable sustainability benchmark.
2
Awards Global Real Estate Sustainability Benchmark (GRESB) §
 Achieved 69% score in the 2017 Performance in 2017 GRESB Survey (%) g
GRESB Green Star and survey and maintained our greenstar 7o 8
. 5 fatus. This i fi 34%in 2014, 50%
mainfained EPRA sBPR in 2015 G 66% 0 2016 _ el .
Gold award ¢ In 2017, we achieved further %’ T 3 §
improvements particularly around _g- 2014 '3 § g,
Targets 2016 to 2018 management and monitoring £ ® 201 =3
] e Further actions undertaken to £ 50 :
0/ fargets achieved maintain status in the upcoming £ —_—
0 orprogressed. 2018 survey, particularly on o .
New Tgrgefs set stakeholder engagement 5 2
for 2019 and construction = 2S
1]
x5
/2 0 o
EPC rating of ‘E’' or above on ;: '1 0 50 100
assets for MEES purposes 'O‘ %‘. Implementation and measurement
P G R E:S B w?
LondonMetri P g
]00 /0 ) P?ngrr;y etric ¢ Peergroup %‘é
4z
(]
See page 42 for further details EPRA Sustainability Best Practice FTSE4Good

Recommendations (sBPR)

BREEAM Very Good certification

on completed developments * Framework for * Assessment for inclusion in the =
reporting standardised - FTSE4Good Index z
environmental dafa sBPR * In 2017, our most recent assessment,
0 ‘ ;m S t * For first ime in 2015, we scored 2.7 out of 5.0
° q we reported in a format * This is a significant improvement .
required by the EPRA sBPR on the 2015 score of 1.4
and received special 9
commendation for ®
. =]
Annual carbon footprint improvements made g
* In 2017, we were one of only o
0/ ten listed UK companies to receive
_53 0 a Gold award
absolute

SjuUSWISD)S
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_] 70/0 Future reporting
like for like

As investor scrutiny of our Responsible Disclosures (TCFD), established by the
Business activities and reporting Financial Stability Board.
grows further, we are expanding our

reporting to external benchmarks. LSBT, 1S GEHENEE)

help companies report decision-

ISS launched their first environmental useful climate-related information.
and social survey this year and we We intend to further align our
responded recently to their questions.  reporting with TCFD guidance and
report on the resilience of our business

ATUNESTENE, WS QIS TSNS ITE and portfolio to climate-related risks.

framework infroduced by the Task

. . Force on Climate-related Financial
For the full Responsible Business report

2018 see www.londonmetric.com
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Environment

Through our investment, asset management
and development activities we look to minimise
the environmental impact of our business and
maximise the efficiencies of our assets.

The environmental performance of our portfolio has significantly reduced our
energy consumption and greenhouse gas emissions. Our landlord controlled
energy consumption for last year, excluding the contribution from our sold
Marlow office asset, was 357,890 kWh. This equates fo the consumption of
around 20 mid-sized homes and compares against an equivalent of 722
homesin 2015. Only 8% of the portfolio by area has landlord controlled energy
supply and this limits our ability to further reduce our energy consumption.
However, we continue to look at ways of reducing our consumption and the
efficiency of our assets to reduce the energy consumption of our occupiers.

Energy consumption reduction

(MWh)
9,056
6814 1 4393
3,190
2015 2016 2017 2018

. 2018 energy consumption excluding Marlow asset

% of portfolio with EPC rating

Our investment process involves the careful
assessment of environmental risks. Our activities
have shifted the portfolio into less operationally
intensive, single let, newer and higher quality assets.
100% of assets are rated ‘E' or above and, as shown

opposite, assets with an EPC of ‘A’-'C' have risen to
78% of the portfolio up from 59% in 2015.

One assetf representing 0.4% of the portfolio is rated
‘F' and is related to a recent purchase where there
is a clear near term action plan in place with the
occupier for significant energy improvements.

of A-C
78%
74%
67% .
59%
2(;15 2016 2():17 2018

Asset Managing

We are delivering energy efficiencies and sourcing cleaner energy

through various asset management initiatives:

Car park lighting: We upgraded LED lighting ¢ Recharge points: We have installed electric

@ at two further retail assets in the year. vehicle recharge points on four assets and
@ Together with previous installations, this is will add further installations in 2018

helping our like for like energy reductions « Smart metering and Green sourcing: For

Occupier Energy Audits: We have

landlord consumption, we are investigating

undertaken audits on six of our distribution remote metering to improve the tracking of
assets which has so farresulted in five of our ~ our energy usage. We will also increase the
occupiers self funding internal LED lighting proportion of supply that has a green tariff.
upgrades. A further four audits are planned  During the year, we put in place a green
or underway and we will look at further tariff at our office in Marlow, an asset that
audits on a priority basis we have now sold

¢ Renewable energy: Following ongoing ¢ Tenant Energy Data: We continue to
engagement with our tenants and feasibility  collect data on our occupiers’ energy
studies, 1.9 MW of solar PV capacity has consumption and have increased our
been installed across 20% of our assets. energy data capture to cover 34% of
We continue to engage on progressing our portfolio

further installations with our occupiers and
will also look at generating renewable
landlord supply
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Developing o
Development is a significant activity for us and Percentage of portfolio rated E_‘;
we carry out our development work responsibly BREEAM Very Good Q
and give proper consideration to environmental,
sustainable and social matters. We continued
to integrate arange of sustainable features o
@ into our developments including solar PVs, roof 0/ 3
lights, electric vehicle recharge points, water 0 g
conservation and ecology. %;
I}
. . a
BREEAM rating » Up from 10% in 2015 8
The majority of our developments have a minimum
certification standard of BREEAM Very Good. In the o
year. We completed five developments totalling 3
0.6m sq ft, 88% of which were BREEAM Very Good 2 g
or better. The proportion of the portfolio rated at o3
least BREEAM Very Good is now 28%. a
First BREEAM Excellent .
Development in Crawley o |
29
o3
23
o

Our contractor requirements

We have worked hard to implement robust processes to ensure that our
contractors uphold our high standards and minimise the environmental
impact from developments.

All of our contfractors adhere fo
our Responsible Development
Requirements checklist, which

sets minimum requirements

developments on areas including:

e Health & Safety management
¢ Compliance with the Considerate

Constructors Scheme

e Environmental impact monitoring
* Management and reporting

of progress

Solar PV installation
in Dagenham

250 kow

See page 07
for the full case study

* Promoting local
employment opportunities
* Fair remuneration for workers

for our ) ) )
We continue to monitor compliance

and look at ways of improving our
contractors’ performance. Next year,
in addition to our four project health
& safety audits per annum, we intend
to fully review one project with a
particular focus on local sourcing,
modern slavery and minimum wage.

109,000s f

development

z
oW

cg
w

59
[
ag
o

Contractor achievements
on projects completed in year

Silver award
from Considerate Constructors
at our Ipswich development

sty

100% compliance
with our Checklist

Zero reportable accidents
or incidents on 245,000 worked hours

SDUDUIBA0S

93% of all waste diverted
from landfill

100% on time and on budget
for development

SjuUSWISD)S
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Environmental performance haghlights for 2018

In 2015, we established a baseline and benchmarks for
measurement of our portfolio’s environmental performance.
Since then, we have significantly reduced our energy
consumption and GHG emissions, enabling us to save over

£0.5 million in energy costs and materially reduce our CRC costs.

Energy consumption

&

Greenhouse gas (GHG) emissions

2,190 1w

Down 50% on an absolute basis

This large reduction is due to the sale of our Marlow asset in the
year and a reduction in like for like landlord controlled energy
consumption' (electricity and natural gas) by 7% compared to 2017.

We have met our annual target to reduce the portfolio’s energy
consumption by 4% on a like for like basis, and therefore, continue
fo make good progress towards our longer term target to reduce
energy intensity by 20% against a 2015 baseline, by 31 March 2022.

103210,

Down 53% on an absolute basis

The sale of our office in Marlow has helped to reduce our absolute
emissions by 53%. As aresult, our CRC Energy Efficiency Scheme
liabilities are estimated to have reduced by ¢.50% from last year's
cost of £38,748.

On a like for like basis', GHG emissions were down by 17% as a result
of energy consumption reductions on the portfolio and ongoing
decarbonisation of the National Grid. We have exceeded our
annual target to reduce our like for like GHG emissions by 4%.
Therefore, we continue to make good progress towards our longer
term target to reduce GHG emissions intensity by 20% against a 2015
baseline, by 31 March 2022.

1 Like for like percentages exclude energy consumption of the office asset in Marlow which was sold in the year

Mandatory GHG emissions reporting

201718 2016/17
Direct greenhouse gas emissions in ftonnes of CO,e
(combustion of fuel and operation facilities) Scope 1 195 432
Indirect greenhouse gas emissions in fonnes of CO,e Scope 2 - location-based 811 1.687
(purchased electricity, heat, steam and cooling) Scope 2 - market-based 881 1,937
Total carbon footprint in tonnes of COze Total scope 1 & 2 1,006 2,119
Scope 1 and 2 intensity (ftonnes of CO.e
per £m net income after administration costs) Scope 1 and 2 intensity 15 34

Data qualifying notes

We have reported on all of the emission sources required under

the Companies Act 2006 (Strategic Report and Directors’ Reports)
Regulations 2013. These include the emissions associated with the
energy used by our corporate head office and the landlord-controlled
energy from our entire investment portfolio.

We have used the main requirements of ISO14064 Part 1 and the GHG
Protocol Corporate Accounting and Reporting Standard (Revised
Edition) for our methodology, using energy consumption data from

our owned and occupied properties. We have chosen to report
greenhouse gas emissions under our operational control. These sources
fall within our consolidated financial statements. We do not have
responsibility for any emissions sources that are not included in our
consolidated financial statements.

The guidance on the reporting of Scope 2 GHG emissions under the
Greenhouse Gas Protocol was updated in 2015 and we are now
required to report two different values to reflect the ‘location-based’
and ‘market-based’ emissions resulting from purchased electricity.

For full environmental performance reporting
see the Responsible Business 2018 report at
www.londonmetric.com

The location-based method uses an average emission factor for

the entire national grid on which electricity consumption occurs.
Location-based emissions factors are taken from the latest UK
Government (DEFRA) conversion factors for company reporting (2017).

The market-based method uses an emissions factor that is specific

to the electricity which has been purchased, or where not available

a national ‘residual-mix’ factoris applied. Market-based emissions
factors are taken from the latest Association of Issuing Bodies European
Residual Mixes (2016).

The total carbon footprint and emissions intensities have been
calculated using location-based Scope 2 emissions.

Data for the year to 31 March 2017 has been restated, including
associated intensity metrics, as additional energy consumption
data has been obtained since the previous report was published.
Scope 1 data does not include refrigerant emissions as these have

been determined o not be material (represent <2% of total emissions);
owned fleet does not apply.
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Stakeholders

o
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We recognise the importance of retaining 5
. . (=
and attracting a diverse and knowledgeable ry
g
group of employees. @ g
o
]
3
]
Our people 8
%)
Our employees Inclusion & We have a flat rr}qnogemgnf sTruckz.Turef with cflleTorﬁrespgngié)iliﬂes.fWge sT;oneg o
Lo . : encourage input on decision making from all staff and wide participation
The Company is highly focused with s in committee meetings. There is strong collaboration across teams which
25 employees, four Executive Directors enables good sharing of information and ideas. There are regular strafegy o
and seven Non Executive directors and performance updates to employees from Executive Directors. &
Since mergerin 2013, employee and Modern During the year, we implemented more flexible working arrangements g_ g
Director numbers have fallen by 28% working covgrlng drgss codehholldoylbuy back, improved systems to enable home @ (:-3.
. . . . working and a core hours policy. o
despite a 51% increase in the value practices . e a
of our GS.SGTS. This reflects |mpr§>ved Fair Employee remuneration is aligned to personal and company performance
efficiencies and lower operational remuneration With longer term incentivisation plansin place that replicate arrangements
H i for Executive Directors. All employees receive a pension contribution of 10% of
requirements of our portfolio. . : e 4 o
salary and access to advice on pensions, free medical insurance and advice, - e
Culture and approc:ch childcare and cycle to work vouchers. % §
Diversity We promote diversity across knowledge, experience, gender, age and s
We hOVe successfully OffrOCfeq and and equal ethnicity. Whilst overall female employee representation is good, we a
refained a talented, hard working X recognised that we needed to specifically promote greater gender diversity. o
and loyal team, something which opportunity  with only one female board member we were pleased to appoint Suzanne
. T . Avery as a Non-Executive Director in the year, increasing our female board
tal to the b
we recognise as vital to the business. representation to 18%.
Thisis reflected in our low OhnUQ' Furthermore, and recognising the significant diversity imbalance in the = a
voluntary staff turnover rate which real estate sector, we joined the Real Estate Balance group to further our ST
has averaged 6% since merger. promotion of diversity both internally and externally. We intend to publish g' g
We believe this success is a result elehEEee NS e el a g'
of our: Employee An annual appraisal process is undertaken where training needs and requests

e Culture of empowerment, inclusion,
openness and feamwork

 Fair and performance

based remuneration

Small number of staff, which allows

a flexible and individual approach

to addressing staffing needs

How we are improving

As a Company with a small number
of employees, some policies and
procedures that are applicable

to larger organisations might not

be appropriate for us. However,

as the way people work continues
to change, we recognise the
importance of continually improving
our approach to managing our
people and atfracting new people.

Over the year, we have infroduced
various initiatives to focus on how we
can provide more flexible working,
improve diversity and general
wellbeing. The table opposite
highlights key arrangements in
place for our employees and the
improvements that we have made
and plan fo make.

development

Health &
Safety

Wellbeing

Employee gender diversity

Directors

The number of persons of
each sex who were Directors

of the Company:

are discussed. We actively encourage training and, over the year, our staff
undertook 758 hours of training, some of which related to a senior employee’s
MBA programme. We also undertook Responsible Business training across

all of our employees and encourage participation in Young Property
Professionals groups.

We continued to offer secondment and work placement opportunities and,
over the year, 7 people participated in this programme.

In 2016, we formalised a policy to provide and maintain safe and healthy
working conditions for all employees, providing appropriate equipment,
operational processes and safe systems of work. During the year, we
undertook workplace assessments and an external review of our office and
four developments.

During the year, we reviewed our office arrangements and have decided

fo reduce our office space and undertake a major refurbishment to improve
employee facilities and wellbeing. As part of the refurbishment plans, a
wellbeing study has been undertaken and we carried out a wider employee
survey to identify other improvements as well as to gauge overall employee
satisfaction. Once these works are complete, we will undertake another
employee survey fo measure improvements.

Senior managers

The number of persons of each
sex who were senior managers
of the Company (other than
identified as Directors):

Employees

The number of persons

of each sex who were
employees of the Company:

B 98 94

=
@
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Stakeholders

External relationships across all of our activities
are crifical fo the success of our business.

Occupiers

Developing our occupier relationships is a key focus for us.

L9

@

LondonMetric are very
proactive, looking to
support our business.

T hey are reactive to our
needs and commercial
in thinking, which sets
them apart.”

Property Director
A key LondonMetric occupier

Contractors & Suppliers

We engage with occupiers across all of our activities to provide real estate solutions

that deliver mutually beneficial outcomes. These relationships are more important than
ever and, whilst occupancy of 98% suggests strong levels of occupier contentment, we
continue to engage regularly through events, meetings and surveys to ensure we keep

close to our customers.

Customer satisfaction survey

In February 2018, we undertook our biennial
survey across key occupiers. We received
aresponse from nearly 70%, representing
half of ourincome, which was a significantly
higher response than in 2016. We scored

an average of 8/10 for satisfaction with

our properties and 8.5/10 for how well we
compared against other landlords.

Whilst scoring methodology was different
to our 2016 survey, the results suggested a
broadly similar overall scoring with a good
level of satisfaction.

We engaged with several occupiers fo
discuss their feedback and have met face
to face with one of those occupiers.

Future plans

We expect to increase the frequency

of our customer survey and will look to
further enhance our customer relatfionship
management and monitoring processes.
Recognising that all survey responses noted
a desire to work on sustainable property
solutions, we will continue to engage

with occupiers on energy efficiency

and renewable solutions.

L9

@

LondonMetric has a
collaborative approach
with its supply chain
and we were pleased to
have assisted them on
reviewing one of thewr
key contractors.”

Duncan Berry
RPS Group

Delivering developments and asset services on time, on budget and in adherence

with our high standards is a key priority.

Our procurement policy

In 2015, we implemented a policy to ensure
appropriate supply chain and procurement
standards on areas such as labour; human
rights; health and safety; resource; pollution
risk and community. Our contractors are
required to adhere fo our Responsible
Development Requirements (as detailed on
page 43) and, for suppliers of asset services,
through our Managing Agents’ policies.

Modern Slavery

Our exposure to human rights risks —
including modern slavery and human
trafficking — is deemed limited given our
UK only activities. Our procurement policy
requires our supply chain fo adhere to
numerous sfandards including: paying

a fair wage, complying with Human
Rights and Labour Rights Legislation,

and investigating their supply chains.

For developments, contractors are
expected to demonstrate adherence to
these requirements. Our Modern Slavery
Act Statement is available on our website
and no human rights concerns arose
within the year.

Contractors

In conjunction with our external project
managers, our development team ensures
that we select high quality and robust
contractors who have a proven track
record. We regularly review the financial
robustness of these contractors and their
performance on our projects.

Our development team monitors progress
of developments and fracks all elements

of the projects including sub contracted
works. We stay close to our contractors and,
for example, during the year we visited

one of our main contractors to undertake

a more detailed review of their systems

and processes.

Suppliers

Whilst spend on asset services is small, we
monitor the compliance of our suppliers
against our Managing Agents' policies.
During the year, we undertook a high level
review of our top five suppliers and were
satisfied that they were compliant.
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Local communities o
We recognise the importance of supporting  Local community stakeholders %‘;
our local communities and engaging with Authorities: We work hard to develop our g
alllocal stakeholders. Over the last few local authority relationships. For example,
years, we have established a Communities  \ye have worked in partnership with
Policy and a Charity and Communities Bedford Council for over three years o
@ @ Working Group. We aim to maximise on our Bedford development which is 3
the local benefits that our activities estimated fo create 1,000 permanent jobs. S
bring through: o
Permanent jobs created ) ) Residents: As necessary, and as carried 2
* Investment info the infrastructure of those 5 4 recently at our Aldi development a
communi‘rjes, typically involving fhg in Weymouth, we underfake public
34 ‘ ; regeneration of land and derelict sites consultations to inform local residents
* Creation of construction and fit out jobs of our plans. 8
Py occupiers on our dunlng olur detvelofpmenfs. we typically Throughout our developments, we gg
recent developments Use O_CO contraciors o o communicate project progress through 23
* Creation of modern buildings and facilities  ~5ntractor newsletters and we task our a
Community donations ) E::gr :2?;“;2::\?‘:’;325;‘52%2? contractors to minimise local disruption.
occupiers, who typically sign leases for Z?;rodivswﬁﬁggg;ﬁsr?oogéodlggche P
periods of 10-15 years £1h 9 Y 30
- . of their concerns. =3
e Creation of permanent jobs by our 2e
occupiers, most of which are local Businesses: We actively engage with local §

Charitable donations
and local community
spendin 2018

Community day at our asset in Leeds

¢ Our ongoing involvement af our
properties by funding of local events
and facilities. For example, we arranged
several community days in Leeds during
the year

Charitable giving, where we support a
number of local causes. We also support
other organisations such as LandAid,
and match employee charity giving and
events. In the year, charitable donations
fotalled £25,170

business and look fo support eventsin
conjunction with local authorities.

For example, we presented at a recent
event held af our new distribution
warehouse in Stoke. The “Make it” event
was organised by the local authority where
they presented to businesses on their

Local Plan for the area’s long term growth.
Over 90 people attended the event.

See case study on page 07 for local community
involvement af our Dagenham development

Investors and joint ventures

O

Investors seen

209

Investor survey on
Responsible Business

Good standard

We value our good relationships with
investors and debt providers to ensure full
access to capital markets. Over the year, as
covered in detail on pages 72 to 73, we met
with over 200 investors.

As shareholder expectations on corporate
governance and sustainability increase,
we undertook our first Responsible Business
survey of investors and met with members
of the 30% Club Investor Group on diversity
matters. We have incorporated feedback
from the survey info setting of our 2019
sustainability targets. We will also look at
green financing solutions.

In addition, we enjoy strong relationships
with our JV partners, principally at our MIPP
and DFS Joint Ventures, and continue fo
work closely with our partners.

2018 Responsible Business
investor survey

¢ Undertaken across half of our share
holders with feedback received from
20% of the register

Responsible Business disclosure, targets
and activities were considered good
and of an appropriate standard

e Recognition that CSR expectations for
a company of our size are lower than
is expected of larger corporates

There was particular emphasis on
ensuring that we have good supply
chain monitoring, continue to perform
well against GRESB and that we continue
to value and improve our human

capital and develop a diverse group

of employees
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Rusk management

Our risk management procedures reduce the negative
impact of risk on the business. They are critical to
maintaining our sustainable, progressive earnings and
long term capital growth whilst operating in a socially
responsible manner. Although risk cannot be eliminated

completely the Board's risk tolerance is low where it

prejudices these objectives.

Risk management structure and processes

The table below illustrates our risk management structure.

Determines risk appetite

Has ultimate responsibility for risk management and infernal controls
Considers the long term viability of the business
Sets strategic objectives and considers risk as part of this process

Sets delegated authority limits for the Executive Committee

Audit Committee

Executive Committee

Reports to the Board

Responsible for detailed assurance on risk
management, internal controls and viability

Identifies risks
Assesses and quantifies risks

Implements and monitors risk mitigation processes

Assist the Executive Committee

The Board recognises its overall
responsibility for undertaking a robust
risk assessment and the extent fo
which it is willing to accept some
level of risk in achieving its strategy.
It considers risk at a high level af
each meeting via a risk dashboard
which enables material issues fo
be monitored so that key risks can
be managed and emerging risks
identified early with appropriate
action taken to remove orreduce
their likelihood and any potential
negative impact.

The responsibility for detailed
assurance on the risk management
process has been delegated by

the Board fo the Audit Committee.
The Audit Committee reviews the
Company'’s risk register and infernal
controls in detail fo consider the
effectiveness of risk management and
internal control processes and reports
its findings fo the Board. The Audit

Committee last considered the register
at its March 2018 meeting following a
comprehensive review of the register.

The Executive Committee is responsible
for the ongoing identification of risk
and the design, implementation

and maintenance of robust infernal
control systems assisted by senior
management. Appropriate mitigation
plans are developed based on

an assessment of the impact

and likelihood of a risk occurring.
Executive Committee members are
closely involved in day to day matters.
The Company has a small number

of employees and operates from

one office. This and the relatively flat
management structure enable risks

to be swiftly identified so appropriate
responses can be putin place.

Within the risk register, specific risks are
identified and their probability rated
by management as having either a
high, medium or low impact. A greater

weighting is applied the higher

the significance and probability

of arisk. These weightings are then
mathematically combined fo
produce an overall gross risk rating
which is colour coded using a fraffic
light system. Risk specific safeguards
are identified, detailed in the register
and rated as strong, medium or
weak. The stronger the safeguard,

the greater the weighting applied.
The gross risk rating and strength of the
safeguards against that risk are then
combined to produce a resultant
overall net risk. Consideration is given
to the implementation of further
action to reduce risk where necessary.
Finally, every risk is allocated an owner
and details of how the safeguards are
evidenced is noted. The risk register

is comprehensively reviewed af least
once a year.



LondonMetric Property Plc
Annual Report and Accounts 2018

49

0
8
<.
(]
S
Our three risk areas o
We consider risks under three main headings but recognise that they are often inextricably interlinked. 3
1]
Q
el R These relate to the Group as a whole Strategy, market, systems, employees, wider stakeholders, =
P regulatory, social and environmental responsibilities
BT nIoee These focus on the Group's core business  Portfolio composition and management, developments, o
perty valuation and occupiers 3
ECRCInE These focus on how the business Investors, joint ventures, debt and cash management %
9 operations are funded T
a
1)
Principal risks Corporate governance and The chart below illustrates the
Principal risks and uncertainties are reporting bodies are increasing their probability and post mitigation o
those that affect our business with focus on environmental, social and residual risk level of the principal risks 3§
the potential to cause material governance (“ESG”) issues and how which have been identified. They are X3
harm, impact our ability fo execute companies take info account wider categorised in a manner consistent 23
our strategic priorities or exceed stakeholder interests. These priorities with the Board's risk dashboard which a
the Board's risk appetite. They are have been broadly repeated in it considers at each meeting.
identified and reported on in pages recent public statements from large
5010 59. institutional investors. To provide o
o ) greater clarity and acknowledge that 33
No new principal risks have been ESG concerns have become more 53
identified and at a c.orporo’rellevel mainstream we have split out non 2 %
there has been no significant increase  compliance with responsible business o
or decrease in any principalrisk during  practices from non compliance with
the year. legal and regulatory obligations.
We do not however consider that the ®
overallrisk has changed materially. gy
ag
(1]

Post mitigation residual risk

Corporate risks

Strategy

Economic and political factors
Human resources

Regulatory and tax framework
Responsible Business approach
Systems, processes and
financialmanagement

o~ AN WN —

Property risks

Probability

7 Investment risk

8 Development risk

9 Valuation risk

10 Transaction and tenant risk

Financing risk

11 Capital and finance risk

Low

D ———

Potential impact

©
o
<
]
3
2
3
a
o
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Risk management continued

Corporate risks

1 Strategy

Risk Impact

Our strategic objectives may be: » Suboptimal returns for
shareholders

¢ Missed opportunities

¢ Ineffective threat
management

¢ Wrong balance of
skills and resources for
ongoing success

* Inappropriate for the current
economic climate or market cycle

* Not achieved due to poor
implementation

Appetite

The Board view the Company’s
strategic priorities as fundamental
fo its business and reputation.

Impact on strategy

Mitigation

Our strategy and objectives are regularly
reviewed by the Board to adapt to change

We commission retail and logistics related
research o assist strategic decision making
Senior management have extensive financial and
real estate experience with strong, longstanding
retailer relationships

We have a UK only portfolio in a world leading
online shopping market

We undertake regular and rigorous portfolio
reviews which take into account considerations
such as sector weightings, tenant and
geographical concentrations, perceived threats
and market changes, balance of income

to non-income producing assets and asset
management opportunities

Our three year forecast is regularly flexed
andreported

The Executive Directors are closely involved in
day fo day management and a relatively flat
organisational structure operating from one office
makes it easier fo identify market changes and
monifor operations

Management’s interests are aligned with
external shareholders through their substantial
shareholdings

2 Economic and political factors

Risk Impact Mitigation
Economic and political factors may * Suboptimal returns for * We commission economic and market research
lead to a market downturn or specific shareholders and monitor market volatility
sector turbulence. * Occupierdemand * We have limited exposure to the London market
and solvency may be * The majority of our portfolio is in resilient
Appetite impacted asset classes
* Asset liquidity may reduce * We maintain a high weighted average unexpired
Market conditions are outside of the * Debt markets may be lease term reducing re-letting risk

Company's control. impacted

Impact on strategy
Tl

25
N

We have alow vacancy rate due to our strict
investment and development criteria

Our occupier base is diverse. Acquisition due
diligence considers tenant covenant strength,
which is then monitored on an ongoing basis.
Strong retailer relationships help to provide
market infelligence

We have limited exposure to speculative
development which is only undertaken where
aresearched supply/demand imbalance exists
We have medium term, flexible funding with
significant headroom in covenant levels
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Our portfoliois
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: We focus on
I sustainable and
growing income

We manage, enhance Our expertise and
@ and create property % relationships shape

Commentary

* Our portfolio metrics continue to be strong. Our average
unexpired lease length is 12.4 years and occupancy 97.5%,
both high within the industry. Only 6% of ourincome expires
within three years

* We have further diversified our tenant base this year.

Our top five tenants, which account for 35% of rent, are
financially stfrong

e Our exposure fo the stagnated London residential market
through our 40% interest in Moore House has reduced.

As at ftoday’s date only 37 units remain unsold

* We exited our last remaining, non core office asset at
Marlow during the year

* Although our portfolio is UK only, we acknowledge that
Brexit uncertainty could impact occupier near tferm
decision making

Change Read more
‘=] Nosignificant See Chief Executive's
change inrisk review on pages 15
While there has been no to 19

See Property review
on pages 26 to 33

significant change in this risk
at a corporate level during
the year, a finely balanced
UK General Election result
and lack of clarity on

Brexit arrangements mean
continuing political and
economic uncertainty. The
Board has limited controls
over such external factors
but will continue to monitor
them. Our strategy fo closely
align our portfolio to rapidly
changing consumer shopping
habits mean structural drivers
in demand for our assets
continue to outweigh these
uncertainties at present.

3 aligned to modern o
shopping habits in aresponsible way our decision making §
é.
o
<
[1]
Commentary Change Read more <

* 91% of the portfolio is now in our preferred sectors of 2 No significant See Our Story on
distribution, long income and convenience retail. These change in risk pages 01 to 09 o
?srcrfr:i(;(:]vr? dpcig\pl)eifilfgrgsv;kemsgrei:;:g(\/j Sfuvsgfglggz;pgeecsfs There has been no significant See Chief Executive's 3
in consumer shoooing habits. Logisii is still heavil change in this risk during review on pages 15 3
pping habits. Logistics space is still heavily the year 019 3
undersupplied. Having successfully anticipated the ’ . g
migration of consumer spending online, our sector choices See Remuneration o
have resulted in like for like rental growth of 4.3% this year onpage 102

* Executive Directors hold 10.7 million shares o

and comfortably meet the Company’s high 3S

shareholding targets X3
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Risk management continued

Corporate risks (continued)

3 Human resources

Mitigation

Risk

There may be aninability fo attract,
motivate and retain high calibre
employees.

Appetite

The Board believes it is vitally
important that the Company has
the appropriate level of leadership,
expertise and experience fo deliver
its objectives and adapt fo change.

Impact

The business may lack
the skill set to establish
and deliver strategy and
maintain a competitive
advantage.

Impact on strategy

We maintain an organisational structure with
clear responsibilities and reporting lines

Our remuneration structure and incentive
arrangements are aligned with long term
performance targets for the business

Senior management have significant
shareholdings in the business

Annual appraisals identify fraining requirements
and assess performance

Specidalist support is confracted

where appropriate

Our staffing plan focuses on experience and
expertise necessary to deliver strategy

There is a phased refreshment plan for

Non Executive Directors

4 Regulatory and tax framework

Mitigation

Risk

Non compliance with legal or
regulatory obligations.

Appetite

The Board has no appetite where non
compliance risks injury or damage to
its broad range of stakeholders, assets
and reputation.

Impact

e Reputational damage

e Potential loss of REIT status

e Increased costs

* Reduced access fo debt
and capital markets

¢ Fines, penalties, sanctions

Impact on strategy

i =

9

We monitor regulatory changes thatimpact

our business with support from specialist
consultants, onissues such as health and safety,
employment, data protection and anfi-corruption
related legislation

We have allocated responsibility for specific
obligations to individuals with Executive
Committee oversight

Our health and safety handbook is regularly
updated and health and safety audits are carried
out on developments

Our procurement and supply chain policy sets
standards for areas such as labour, human rights,
pollution risk and community

Staff training is provided on wide ranging issues
such as those identified above

We use external tax specialists to provide advice
Our REIT compliance is monitored

We consider the impact of legislative changes

on strategy
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[1]
Commentary Change Read more <
¢ During the year the Board undertook an externally &> No significant See Responsible
facilitated performance evaluation; its findings were change inrisk Business on page 45 o
extremely positive — . 3
. : . There has been no significant See Remuneration 2
: Ihe thotlr:m?r? s letter of o_ﬁfomtrr;enr hos be?rr: e>|<|Tended change in perceived risk report on pages 88 3
or a further three years with a mutual six month rolling from 2017. t0 103 g
break option L a
* We have diversified the Board’s skill base through the See Nomlnoflon o
appointment of Suzanne Avery who has extensive Committee report
financial, banking and real estate experience. Succession on pages 7410 79 o
planning and diversity remain high on the Board’s agenda 3S
for 2019 X3
e A number of flexible working initiatives have been 23
infroduced to improve employee wellbeing a
* The Executive Directors have significant unvested share
awards in the Company to incentivise performance and
retention providing stability fo the management structure p
* Senior managers are incentivised in a similar way fo the 33
Executive Directors % 3
x5
2]
=
Commentary Change Read more w?
€35
* During the year a fire risk assessment was undertaken P No significant See Financial review gg
on our entire portfolio. This included a cladding review. change inrisk on page 36 a g

All properties were rated as low risk

Inresponse fo the introduction of new legislation against
the criminal facilitation of tax evasion and GDPR we
have undertaken detailed mapping and risk assessment
exercises, made changes to some of our policies

and processes with assistance from Jones Day, our

legal advisors

The Board considers this risk to See Responsible
have remained broadly similar Business on pages 45
during the year. There has and 46

however been anincrease in

management fime diverted

fo new regulations and

evolving best practice due

to the flow of recent changes

which impact the business.
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Risk management continued

Corporate risks (continued)

5 Responsible Business approach

Risk Impact Mitigation

Non compliance with responsible * Reputational damage. ¢ We monitor changes in law, stakeholder

business practices. e Suboptimalreturns for sentiment and best practice in relation
shareholders to responsible business practices such as

Appeﬁie e Asset liquidity may be sustainability, environmental matters and our
impacted societalimpact and receive advice and support

The Board has a low tolerance for non * Reduced access to debt from specialist consultants

compliance with risks which impact and capital markets * We consider the impact of changes on strategy

reputation and stakeholder sentiment * We give proper consideration to the needs of

towards the Company. Impact on strategy our occupiers and shareholders by maintaining

a high degree of engagement and also
consider our impact on the environment and
local communities
* Responsibility for specific obligations has been
allocated to individuals and is overseen by the
Executive Committee. A Responsible Business
Working Group meets at least three times a year
and reports to the Board
Staff training is provided
EPC rating benchmarks are set to ensure
compliance with Minimum Energy Efficiency
Standards (MEES) that could otherwise impact
the quality and desirability of our assets leading
fo higher voids, lost income and reduced liquidity
Sustainability targets are set, monitored
and reported
Contractors are required to conform to our
responsible development requirements

6 Systems, processes and financial management

Risk Impact Mitigation
Controls for safeguarding assets and e Compromised asset ¢ The Company has a strong control culture
supporting strategy may be weak. security * We have T security systems in place with back
e Suboptimal returns for up supported and tested by a specialist advisor
Appeﬁte shareholders * Qur property assets are safeguarded by
e Decisions made on appropriate insurance
The Board's appetite for such risk is low inaccurate information * We have safety and security arrangements
and management continually strives in place on our developments, multi-let and
to monitor and improve processes. Impact on strategy vacant properties

¢ Appropriate data capture procedures ensure the

(\) T .
- E - accuracy of the property database and financial

reporting systems
@ ¢ We maintain appropriate segregation of duties
Qj@ with controls over financial systems
* Management receive fimely financial information
for approval and decision making

Cost control procedures ensure expenditure is
valid, properly authorised and monitored
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Commentary Change Read more

ABajpys IO

¢ During the year we met with over 200 investors and carried > No significant See Responsible
out an investor survey targeting 50% of our register on change inrisk Business on pages 40
responsible business matters. Feedback was positive and
will be incorporated into our 2019 sustainability tfargets

* We met with the 30% Club Investor Group and joined Real
Estate Balance which aims to promote greater gender
diversity within the industry

¢ The appointment of Suzanne Avery will add a fresh
perspective to the Board on responsible business matters.
Suzanne was formerly Managing Director of Real
Estate Finance Group and Sustainability at RBS and is a
co-founder of Real Estate Balance with keen interests in
governance, responsible business practices and a number
of societal issues

* We supplemented direct meetings with our fenants with

our biennial customer safisfaction survey of key occupiers.

Tenant responses representing half our income scored

us 8.5/10. Feedback has been discussed with several

occupiers. We propose to increase the frequency of the

survey fo further improve processes

We have increased the green credentials of our

portfolio over recent years through development and

modernisation. 28% of our portfolio is now rated BREEAM

Very Good, our GRESB score has improved to 9% and we

have maintained our green star rating. 78% of our portfolio

has an EPC of C or above

During the year we undertook numerous green initiatives.

At Newark, for example we completed the UK's largest

landlord funded distribution solar panel installation to

provide a proportion of the fenants power requirements

from renewable sources

Our Communities Policy and Charity and Communities

Working Group aim to maximise the local benefits

of our activities, for example urban regeneration

and employment

There has been no significant to 47
change in perceived risk from

2017, however focus on how

companies take info account

wider stakeholder interests

has increased.
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Commentary Change Read more 3
* During the course of the year we have improved 2 No significant See Audit Committee
our IT security and back up systems change in risk report on pages 82

* We hqve also made improvements ’ro'our financial There has been no significant o0 83
reporting processes and have further integrated our change in perceived risk
property database and our accounting system from 2017

SjuUSWISD)S
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Risk management continued

Property risks

7 Investment risk

Impact Mitigation

Risk

We may be unable to source
affordable investment opportunities.

Appetite

The Board aims to keep this risk to a
minimum but matters outside of its
control may have a negative impact.
The Board continues fo focus on
having the right people and funding
in place to tfake advantage of
opportunities as they arise.

Ability to implement strategy .
and deploy capitalinfo

value and earnings accretive
investments is at risk.

Impact on strategy

Management’s extensive experience and their
strong network of relationships provide insight info
the property market and opportunities.

8 Development risk

Impact Mitigation

Risk

* Excessive capital may be allocated
fo activities with development risk

* Developments may fail to deliver
expected returns due to inconsistent
fiming with the economic and
market cycle, adverse letting
conditions, increased costs,
planning or construction delays
resulting from contractor failure or
supply chain interruption

Appetite

The Board is willing to take some
speculative development and
planning risk if it represents a relatively
small proportion of the total property
portfolio and is supported by robust
research in respect of demand and a
high likelihood of planning approval.

e Poorer than expected o
performance
* Reputational damage

Impact on strategy

We only undertake short cycle and relatively
uncomplicated developments on a pre-let basis
or where there is high occupier demand
Development exposure as a percentage of our
total portfolio is limited with larger projects phased
Development sites are acquired with planning
consent where possible

Management have significant experience

of complex development

We use standardised appraisals and cost budgets
and monitor expenditure against budget to
highlight potential overruns early

External project managers are appointed

Our procurement processes include tendering
and the use of highly regarded firms with proven
frack records

We review and monitor contractor

covenant strength

9 Valuation risk

Impact Mitigation

Risk
Investments may fallin value.

Appetite

There is no certainty that property
values will be realised. Thisis an
inherent risk in the industry.

Pressure on NAV growth and o
potentially loan covenants.

Impact on strategy .
@ P

©®

3)

Our core portfolio is pivoted to structural changes in
shopping patterns with a significant supply imbalance
in available distribution space

Our focus is on sustainable income with lettings to high
quality tenants within a diversified portfolio of well
located assets with a high weighted average unexpired
lease term reducing the risk of negative movements

in a downturn

The property cycle is continually monitored with
investment and divestment decisions made strategically
in anticipation of changing conditions

Property portfolio performance is regularly reviewed
and benchmarked on an asset by asset basis

We monitor fenant covenants and trading performance
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Commentary Change Read more
* We used our strong occupier and developer P2 No significant See Property review
relationships to acquire over £300 million of change inrisk on pages 26 to 27 o
distribution assets and deployed all the equity There has been no significant change 3
we raised in March 2017 . . ; ]
* Distribution assets now represent 69% of the in perceived risk from 2017. _UE
portfolio, up from 62% last year a
* We made a strong valuation gain of ]
£74.4 million on our distribution assets alone
o]
<
[CR=3
2
.
Commentary Change Read more 23
23
¢ Developments represent 2.4% of the portfolio No significant See Property review 2
at the year end. No developments completed change inrisk on page 33
. 'S ThelyeorW?re I?Ti o;}sver bugget dded rent There has been no significant change See Responsible
evelopment activiy This year has added ren in perceived risk from 2017. Business review on o
of £4.2 million per annum. Of this 43% was built page 43 w2
speculatively. We are in advanced discussions §'§
on the remaining unletf space 2g
¢ Assets under construction and in our o

development pipeline of 1.0 million sq ft,
predominantly at our Bedford site, are
expected to add a further £8.1 million of
rentalincome. The Bedford development will
be phased with the first phase commencing
this year

@
Q
<
)
o
3
o
3
3]
o

Commentary Change Read more 2 o
-3
* 50.3% of ourincome has contractually fixed ¥ No significant See Property review % g
orindex linked uplifts N change inrisk on pages 26 to 27 2
‘ O}:kr)\;ﬁlulohon %oun his yearwas £bm f m.|IIJ|f.on, There has been no significant change in See Financial review
:’jv,' b et' orgesdlgcreclnse n ouTr ur Ton ogistics perceived risk from 2017. Technological on page 39
. A'Sh,” hU ‘onan Wi\\/UeL(TDqul;rjt seciors advances continue to cause significant See Audit Committee
{gf gve(;oge ot l4years was disruption in the retail landscape. The report on pages 84
mainiaine Company's preferred asset classes are 1085

* We have substantial headroom under our

. however aligned to modern shoppin
financial loan covenants 9 ppIng

habits where the prospects for valuation
preservation and growth are significantly
better than traditional retail.
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Risk management continued

Property risks (continued)

10 Transaction and tenant risk

Mitigation

Risk

* Property purchases and asset
management initiatives may be
inconsistent with strategy

Due diligence may fail to
highlight risks

Lettings may be made to
inappropriate fenants

* Tenant failure risk

Appetite

The Board'’s appetite to risks arising
out of poor due diligence processes
on acquisitions, disposals and
lettings is low. The Board is willing

to accept a higher degree of risk

in relation fo tenant covenant
strength and unexpired lease term
on urban logistics assets where
there is high occupational demand,
redevelopment opportunity or
alternative site use.

Financing risk

Impact

Pressure on NAV, earnings
and potentially loan
covenants.

Impact on strategy

We undertake thorough due diligence on all
acquisitions including legal and property, tenant
covenant strength and trading performance
Tenant concentration within the portfolio is
considered for all acquisitions and leasing
fransactions. We have a diversified tenant base
and limited exposure to individual occupiers

in bespoke properties

Asset management initiatives undergo
cost-benefit analysis prior to implementation

We use external advisors to benchmark

lease transactions and advise on acquisition
due diligence

Our experienced asset management team
work closely with tenants to offer them real estate
solutions that meet their business objectives.

This proactive management approach helps

to reduce vacancy risk

We monitor rent collection closely to identify
potfential issues

11 Capital and finance risk

Mitigation

Risk

The Company may have insufficient
funds and available credit.

Appetite

The Board has no appetite for
imprudently low levels of available

headroom inits reserves or credit lines.

It accepts alow degree of market
standard inflexibility in return for the
availability of credit.

The Board has some appetite for
interest rate risk, loans are noft fully
hedged. This follows cost benefit
assessment and takes info account
that not all loans are fully drawn all
the fime.

Impact

Strategy implementation
is af risk.

Impact on strategy

We maintain a disciplined investment approach
with competition for capital. Assets which have
achieved target returns and strategic asset plans
are sold

Cash flow forecasts are closely monitored
Relationships with a diversified range of lenders
are nurtured and loan facilities regularly
reviewed. The availability of debt and the terms
on which itis available is considered as part

of the Company’s long term strategy

Loan facilities incorporate covenant headroom,
appropriate cure provisions and flexibility
Headroom and non-financial covenants

are monitored

We maintain a modest level of gearing

The impact of disposals on secured loan facilities
covering multiple assets is considered as part

of the decision making process

Interest rate derivatives are used to fix or cap
exposure to rising rates. A specialist hedging
advisoris used
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Commentary Change Read more <
e Our tenant default rate within the industry is very low > No significant See Chief Executive's
and we have no significant arrears. The impact of recent change in risk review on pages 15 o
:)er‘:czfrrmcir?ggpses and CVAs has had a nedligible impact There has been no significant 10 19 3
change in perceived risk from Ar i A
¢ We maintain a high occupancy level within the industry 2017 dgeslpi’rz a nul\r:wberl of & SoiepF;ggeer’ry review %
despite a number of smaller speculative developments high profile retail casualties g
completing recently. Our EPRA vacancy rate at the year and more retailers looking L
end was 2.5% to restructure their physical
store portfolios through a o
CVA process. Retail occupiers § o
continue to invest heavily a §
in distribution and logistics o
and convenience retail
fulfils a fop up function for
online shoppers.
ol
[]
)
0
(]
z
£33
ag
(]

Commentary Change Read more
* The majority of our debt is diversified, unsecured and Y No significant See Financial review
extremely flexible. Headroom on our revolving credit facility change inrisk on pages 38 to 39

and proceeds from forecast capital recycling are sufficient There has been no significant
to fund our forecast investment programme change in perceived risk
During the year we reduced our secured loan with Helaba from 2017,

but extended its term to seven years and incorporated

greater flexibility

* Werecouponed £190 million of swaps and cancelled

£128 million in excess of our requirements. The cost of doing

this has a 2.5 to 4.0 year payback period

73% of facilities are hedged by way of interest rate swaps

and caps
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Viabilaty statement

In accordance with provision C.2.2 of the UK Corporate
Governance Code, the Board has assessed the future viability
and prospects of the Group over a period longer than the

12 months required by the ‘Going Concern’ provision.

The Directors conducted this review taking account of
the Group's current position, longer term strategy, principal

risks and future plans.

Assessment of review period

The viability review was conducted
over a three year period of
assessment as in previous years,
which the Board considered

appropriate for the following reasons:

¢ The Group's financial business plan
and detailed budgets cover a
rolling three year period

It reflects the short cycle nature

of the Group’s developments

and asset management

initiatives. The average time taken
from commitment of funds to
practical completion of the five
developments that completed in
the year at Huyton, Stoke, Crawley,
Tonbridge and Launceston was

15 months

The average length of asset
management initiatives involving
significant reconfiguration of retail
parks is under one year

The Group's weighted average
debt maturity at 31 March 2018
was 4.8 years

Three years is considered to be the
optimum balance between long
term property investment and the
inability to accurately forecast
ahead given the cyclical nature
of property investment

Assessment of prospects

The Group's business model consists
of arolling three year profit and cash
flow forecast, with both a base case
scenario, which only includes deals
under offer, and also an assumed
case which factors in reinvestment
and development. The business
model considers investment plans,
capital commitments, dividend
cover, loan covenants and REIT
compliance metrics.

The Executive Committee provides
regular strategic input to the financial
forecasts covering investment,
divestment and development plans,
capital allocation and hedging.

Executive Directors and senior
managers receive regular
presentations from external advisors

on the macroeconomic outlook and
retail market which assist with the
development of strategy and forecasts.

Forecasts are updated at least
quarterly, reviewed against actual
performance and reported to the
Board. At least one Board meeting
each year focuses on strategy
and presentations are given by
senior managers.

Assessment of viability

A sensitivity analysis was carried out
which involved flexing a number of
key assumptions individually and
collectively to consider the impact
of changes fo the Group's principal
risks affecting the viability of the
business, including:

¢ Changes to macro-economic
conditions impacting rental income
levels and property values

e Changes in the retail environment
impacting occupancy levels
and lettings

* Changes in the availability of funds
impacting committed expenditure
and investment fransactions

¢ Changesin property market
conditions impacting disposal
and reinvestment assumptions

The business model was stress tested
to validate its resilience to property
valuation and rentalincome decline,
as well as increases in future LIBOR
and swap rates. It assessed the

impact of these movements on

future performance, liquidity and

the ability to finance forecast
fransactions, committed capital
expenditure and refinance maturing
debt. It took info account the flexibility
of capital expenditure and disposall
plans and hedging in place.

In addition, further stress testing
assessed the limits at which key
financial covenants and ratios

would be breached or deemed
unacceptable. Property values
would need to fall by approximately
40% and renfal income fall by 59% to
breach the loan fo value and interest
cover covenants under the existing
debt facilities.

The Directors have taken into account
the strong financial position at

31 March 2018, available cash and
undrawn debt facilities, headroom
under existing loan facilities and the
Group's ability to raise new finance.

The Directors also noted that in the
event of a severe threat to liquidity,
other options existed to maintain
viability including deferring non
committed expenditure and
selling assets.

Conclusion

Based on the results of their review,
the Directors have areasonable
expectation that the Company will
be able to contfinue in operation
and meet its liabilities as they fall
due over the three year period

of their assessment.
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Introduction from the Chairman

At LondonMetric
we recognise that
maintaining the high
standards of corporate
governance we have
developed over the
years 1s critical to
the successful delivery
of our strategy.”
Patrick Vaughan

Chairman

The Corporate Governance report which follows
provides insight info our governance processes
and activities in the year and demonstrates

our commitment to upholding the principles
and provisions of the UK Corporate Governance

Code (the ‘Code’).

Good governance is embedded into
our day to day business operations and
underpins the way we manage our
business. It guides our ability to operate
in a way that is both legally compliant
and also responsible and supports

the successful delivery of our strategy.
We strive to operate in a transparent
and responsible way and foster a
culture of appropriate decision making
at alllevels in the organisation.

Through the close involvement of
the Executive Directors, our culture
permeates through the wider
organisation, promoting good
governance practices beyond
the boardroom.

Performance evaluation

| am pleased fo report the findings

of the external board performance
evaluation that was undertaken by
Independent Audit this year. The Board
was praised for its exceptional
cohesion and culture of openness.

The mutual respect and confidence

of individual members and the strong
and supportive relationships formed
over many years working together
were noted as particular strengths and
| thank my colleagues for engaging in
open and constructive conversations.
However, in seeking continued
improvement to our performance,

we welcome suggestions for
improvements to Board processes to
enhance boardroom debate and
challenge, including varying the

pace of discussion and agenda, by
involving other managers and staff and
occasionally changing the format and
location of meetings.

Diversity

The Board believes in the benefits
of diversity and strives to operate
in a working environment of equal
opportunity. This year we met

members of the 30% Club Investor
group to consider and share our
diversity aspirations and to discuss
the challenges we face. We support
initiatives to promote gender diversity
in the real estate sector and have
recently become a member of the
Real Estate Balance group whose
objective is to improve gender
diversity by promoting and supporting
the development of a female talent
pipeline. Low staff turnover at senior
levels signifies a loyal, content and
motivated workforce and something
we are proud of. However it also
constrains the pace of change as
opportunities are dependent upon
staff vacancies arising.

To the extent that we have the
opportunity and as evidenced by
our most recent Board appointment,
we will seek to improve our gender
diversity throughout the Company.

Succession planning

Succession planning and developing
talent continues to be a key area of
focus for the Nomination Committee
to support the Company’s long ferm
plans. Two years ago we instigated

a phased refreshment of the Non
Executive Board in light of members’
fenure and the best practice
recommendations of the Code.

This year we are delighted to
welcome Suzanne Avery fo the
Board and as a member of the
Audit Committee. Suzanne brings

a fresh perspective and wealth of
complementary financial, banking,
sustainability and real estate
experience and expertise to the
Board as former Managing Director
of Real Estate Finance Group and
Sustainability at RBS.
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Stakeholders agenda item at each Board meeting, As advised to the market on
Our approach fo business builds highlighting ;honges in the Qroup’s 9 November 2017, Valentine Beresford, g
and maintains the trust of our key exposure to risks and prompting Investment Director, has taken a g.
stakeholders including investors, further debate. leave .of absence frgm the Compcmy 5
business partners, customers, suppliers We are mindful of the need to ensure following an operation. He continues to Q
and employees. Furthermore we are that evolving risks are considered which make a good recovery and we expect
committed fo enhancing the business this year included cyber risk and the him fo return to the office towards the 5
environments in which we operate as impact of Brexit. end of the summer. g
discussed in detail in the Responsible , , Whilst Valentine's day to day 3
Business section of the Strategic report. IES Agi?\” Eg:]ncrg:'frf]een:gs C(]rlwalrlﬁdnegrleﬁﬁ responsibilities have been covered ;7%
We have a comprehensive investor the ;g)rep%roﬁon of Tﬁese gccounfs gnc? by ofher memibers of the Company’s g
relations programme and regular considered the Company’s longer tferm execufive team and senior colleagues, o
communication with investors viability. It has reviewed the processes he has remained in close confact with
continues to be a key priority for the in place followed by managementfo e Company and we have been R
Executive Directors. Understandingthe  ensure that the financial statements able to benefit from his wide skills 5
views of shareholders is fundamental are fair, balanced and understandable  ONd €xperience. g_g
to the Company's strategic direction and has scrutinised and challenged Looking ahead -
and ultimate success. This year the significant accounting judgements @
we commissioned our first investor made by management, including We look forward fo another busy
Responsible Business survey and those concerning the valuation and rewarding year ahead whilst -
were reassured by the positive resuls. of property. The Committee also remaining mindful of the ever P
The Executive Directors met with over considered the likely impact of changing economic and political o
200 shareholders, fund managers, adopting new accounting standards challenges. We will seek to ensure =3
private wealth investors and other onrevenue, financial instruments and the business remains resilient to such s %
interested parties during the year to leasing that become mandatory over challenges and adapts to regulatory o
discuss the Company's performance the next two years. gnd Ieglslohve.chcnges mcludmg.fhe
and plans. . impact of B.rexrr and mplemenfohon 7

] ] o This year we welcomed a new lead of the EU Withdrawal Bill as well as -

The Board is aware of its responsibility audit partner, Georgina Robb, to the proposed revised UK Corporate =2
to other stakeholders when making replace the previous partner who Governance Code. 23
business decisions and actively retired by rotation and was no longer ! : N 22
engages with and welcomes considered independent, given her succession planning and diversity o
feedback from suppliers, tenants prior role as audit partner to Metric. remain high on the Board's agenda
and employees. During the yearwe  Given that 2019 will be Deloitte’ssixih 1o 2012 andwe will endeavour fo
undertook our biennial customer consecutive year in office, we will lmplement ’rh? recommendations
satisfaction survey and our first consider whether to re-fender the audit 1o fhis year's extemal
employee satisfaction survey to better  during the next two financial years. performance evaluation. z

understand our key stakeholders’
views. In addition we have introduced
flexible working practices for staff to
help improve employees’ work/life
balance. The success of the Company
is dependent upon the hard work and
dedication of a small team here af
LondonMetric and on behalf of the
Board I would like to thank each and
every employee for their confribution
and commitment.

Accountability

The Audit Committee continues to
play a key oversight and assurance
role, assisting the Board and ensuring
shareholder and other stakeholder
interests are protected by monitoring
the processes that support financial
reporting and control.

The Committee has undertaken

its annual comprehensive review

of principal risks and the internal
control framework and no significant
weaknesses were identified. The risk
dashboard continues to be a standing

The Company received a letter from
the Financial Reporting Council (FRC)
concerning its review of its 2017 Annual
Report. | am very pleased to report that
no questions or queries were raised.

A few improvements to disclosures
were noted and have been taken into
consideration in the preparation and
review of this year's Annual Report.

Remuneration

The Board remains committed to
attracting and retaining talented
individuals fo deliver outstanding
results. The Remuneration Committee
continues to promote a fair reward
structure that adequately incentivises
and retains the executive team to
deliverlong term growth and success
and is advised by PwC. This year the
Committee reviewed the variable
elements of remuneration and has
recommended annual bonuses for
the Executive Directors at 71% to 79%
of their maximum levels.

Patrick Vaughan
Chairman
30 May 2018

SjuUSWISD)S
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Statement of Compliance

The Board has considered the
Company's compliance with the
provisions of the UK Corporate
Governance Code (the ‘Code’)
published by the Financial Reporting
Councilin 2016, publicly available

at www.frc.org.uk.

The Board considers that the
Company has complied with the
main provisions set out in the Code
throughout the year under review
and fo the date of this report.
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Board of Durectors

Patrick Vaughan
Chairman

Andrew Jones
Chief Executive

Martin McGann
Finance Director

Appointed 13 January 2010

Skills and experience Patrick has been
involved in the UK property market since
1970. He was a co-founder and CEO

of Arlington, of Pillar, and of London

& Stamford, leading all three of the
companies to successful listings on the FTSE
main market. Upon completion of London
& Stamford’s merger with Metric in January
2013, he was appointed Chairman,
becoming Non Executive Chairman on

1 October 2014. Patrick also served as an
Executive Director of British Land 2005 to
2006, following its acquisition of Pillar.

Other appointments None

Board Committees
Nomination Committee

A balanced board

Non Executive
Chairman 9%

—

Yy,

Composition

Executive
36%

Non
Executive
55%

Female 18%

Gender
diversity

Male 82%

1 All charts reflect the composition of the Board
as at 31 March 2018

Appointed 25 January 2013

Skills and experience Andrew was a
co-founder and CEO of Metric from its
inception in March 2010 until its merger
with London & Stamford in January 2013.
On completion of the merger, Andrew
became Chief Executive of LondonMetric.
Andrew was previously Executive
Director and Head of Retail at British
Land. Andrew joined British Land in 2005
following the acquisition of Pillar where
he served on the main Board.

Other appointments Non Executive
Director of The Unite Group Plc

Board Committees Executive Committee

Valentine Beresford
Investment Director

Appointed 13 January 2010

Skills and experience Martin joined
London & Stamford as Finance Director

in September 2008 until its merger with
Metric in January 2013, when he became
Finance Director of LondonMetric.
Between 2005 and 2008, Martin was

a Director of Kandahar Real Estate.

From 2002 to 2005 Martin worked for Pillar,
latterly as Finance Director. Prior to joining
Pillar, Martin was Finance Director of the
Strategic Rail Authority. Martin is a qualified
Chartered Accountant, having trained
and qualified with Deloitte.

Other appointments None
Board Committees Executive Committee

Mark Stirling
Asset Director

Appointed 3 June 2014

Skills and experience Valentine was co-
founder and Investment Director of Metric
from its inception in March 2010 until its
merger with London & Stamford in January
2013. He joined the Board of LondonMetric
on 3 June 2014 as Investment Director.
Prior to setting up Metric, Valentine was

on the Executive Committee of British
Land and was responsible for all their
European retail developments and
investments. Valentine joined British Land
in July 2005, following the acquisition of
Pillar, where he also served on the Board
as Investment Director.

Other appointments None
Board Committees Executive Committee

Appointed 3 June 2014

Skills and experience Mark was co-
founder and Asset Management Director
of Metric from its inception in March 2010
untilits merger with London & Stamford

in January 2013. He joined the Board of
LondonMetric on 3 June 2014 as Asset
Management Director. Prior fo the setting
up of Metric, Mark was on the Executive
Committee of British Land and as Asset
Management Director was responsible
for the planning, development and

asset management of the retail portfolio.
Mark joined British Land in July 2005
following the acquisition of Pillar where he
was Managing Director of Pillar Retail Parks
Limited from 2002 until 2005.

Other appointments None
Board Committees Executive Committee
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Philip Watson James Dean Suzanne Avery 2
Senior Independent Director Independent Director Independent Director 2
[2]
Appointed 25 January 2013 Appointed 29 July 2010 Appointed 22 March 2018 o
Skills and experience Philip joined Skills and experience Jamesis a Skills and experience Suzanne was
the Board of Metric at the Company’s Chartered Surveyor and has worked with appointed to the Board of LondonMetric 1)
inception in March 2010. He is a Non Savills plc since 1973, serving as a Director in March 2018. Suzanne has 25 years' 3 <
Executive Director of Mirabaud Asset from 1988 to 1999. experience in corporate banking, holding 2 Z
Management Limited. Philip joined Hill . . various Managing Director roles af RBS, o 2
Samuelin 1971 and then Robert Fleming in Other qppo!nimenis Jamesis aNon including Managing Director of Real - E
Executive Director of Branston Holdings : ; i a
1972 on the UK desk, where he worked as and Chairman of London & Lincoln Estate Finance Group & Sustainability,
an investment analyst and fund manager. Properties Ltd and Patrick Dean Ltd where she was responsible for REITs,
Philip left Robert Fleming in 1982 to found P Funds and London based private
TWH Asset Management Limited (now Board Committees Remuneration property companies. -
Mirabaud Asset Management Limited) Committee (Chairman) and . .2
in which he and his partners sold a Nomination Committee Other qppomimen}s Churph 00
P B . Commissioner, senior advisor to Centrus =3
controlling interest fo Mirabaud Pereire Advi Non E tive Direct f 23
Holdings Limited in 1991. yeors, TP ErecUe Jreclere. 23
Richmond Housing Partnership Limited, a
Other appointments A Non frustee of LandAid and co-founder of
Executive Director of Mirabaud Asset Real Estate Balance.
Management Limited Board Committees Audit Committee
Board Committees Nomination 4
Committee and Remuneration Committee g%
5
[
ag
o
=
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Rosalyn Wilton
Independent Director

Alec Pelmore
Independent Director

Andrew Livingston
Independent Director

Appointed 25 March 2014

Skills and experience Rosalyn was
appointed to the Board of LondonMetric
in March 2014, becoming Chairman

of the Audit Committee in March 2015.
She has held a number of Non Executive
Directorship positions, most recently

with AXA UK Limited, until September
2015, where she acted as Chair of the
Risk Committee and Optos Plc, where
she was Chair of Remuneration. She has
previously served as Senior Advisor fo
3iInvestments and Providence Equity
Partners, Chairman of Ipreo Holdings LLC,
the US-based financial data and solutions
group, and has worked for Reuters

Group where she was a member of the
Executive Committee.

Other appointments Trustee of the
University of London, Vice Chair of the
Harris Federation and Chair of Governors
of Harris Academy Bromley.

Board Committees Audit Committee
(Chairman) and Remuneration Committee

Appointed 25 January 2013

Skills and experience Alec joined the
Board of Metric at the Company'’s
inception in March 2010. He has been

a member of the Supervisory Board

of Unibail-Rodamco SE, Europe’s

largest property company, since 2008
and is currently a member of its Audit
Committee. Alec held positions as an
equity investment analyst specialising in
property companies from 1981 to 2007.
The maijority of his career as an investment
analyst was spent at Dresdner Kleinwort
Benson and Merrill Lynch, where his feams
were voted number one for property

in Europe by the Institutional Investor
European Property Research Survey for

12 out of 13 years from 1995 to 2007.

Other appointments Member of the
Supervisory Board of Unibail-Rodamco SE

Board Committees Nomination
Committee and Audit Committee

Appointed 31 May 2016

Skills and experience Andrew was
appointed fo the Board on 31 May 2016.
On 2 April 2018, Andrew was appointed
Chief Executive of Howden Joinery Group
Plc, having been the Chief Executive of
Screwfix since 2013 and previously the
Commercial and Ecommerce Director
from 2009 to 2013. Before joining Screwfix,
Andrew was Commercial Director at
Wyevale Garden Centres between 2006
and 2008 and then Chief Operating
Officer between 2008 and 2009.

Andrew has worked previously at Marks

& Spencer, CSC Index and B&Q where he
was Showroom Commercial Director from
2000 to 2005.

Other appointments Chief Executive
of Howden Joinery Group Plc and Director
of Vedoneire Limited

Board Committees Audit Committee
and Remuneration Committee
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Governance at work

Your Board remains committed to maintaining the high
standards of corporate governance that are embedded
in the culture and day to day running of our business and
which drive the achievement of strategy and long term
success of the Company.

Leadership

Effectiveness

&3

Accountability

Engagement
with shareholders
and stakeholders

AL

Remuneration

pAY

Corporate governance code

The Board provides leadership and
direction to the business as a whole,
having due regard fo the views of its
stakeholders and the environment within
which it operates.

See pages 67 to 73

The Board sets the key processes to ensure
the Board and its Committees operate
effectively.

See pages 74 to 79

The Board establishes and maintains the

Group's system of risk management and

internal controls and ensures the infegrity
of financial reporting.

See pages 80 to 87

The Chief Executive and Executive
Directors prioritise an open dialogue with
shareholders.

See pages 72 to 73

The Remuneration Committee determines
and implements a fair reward structure to
incentivise Executive Directors to deliver
the Group's strategic objectives whilst
maintaining stability in the management
of its long term business.

See pages 88 to 103

Role of the Board and its Committees
Division of responsibilities

Non Executive Directors

Purpose and culture

Nomination Committee report

Composition and independence

Diversity

Board appointments and succession planning

Board induction, development and
time commitments

This year's external Board evaluation

Audit Committee report
Financial reporting and significant judgements
Oversees external audit process

Assessment of principle and emerging risks, risk
management and infernal control

Viability statement and going concern

Ensuring a ‘fair, balanced and understandable’
Annual Report

Engagement with shareholders — 209 meetings
and presentations in the year

Portfolio tours arranged for investors
and advisors

AGM is attended by the whole Board

Remuneration Committee report
Remuneration Policy

Annual bonus and LTIP achievement
against targets
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Leadership
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Chairman: Patrick Vaughan
Comprises: 4 Executive and 6 Non Executive Directors
* Responsible for leading, directing and controlling the 8
Company and the overall success of the business g
» Establishes culture and ethics of the organisation ;_,"F_
» Fosters wider stakeholder relationships %
* Sefs and implements long term strategy @
* Manages human resources and succession planning
» Setsrisk appetite and determines principle risks o
* Corporate governance g_ Z
o5
| 2
Board Committees
|
el
Audit Committee Remuneration Committee Nomination Committee 3 g“
)
Q
Chairman: Rosalyn Wilton Chairman: James Dean Chairman: Patrick Vaughan = 3
(]
Comprises: 4 Non Executive Directors Comprises: 4 Non Executive Directors Comprises: 4 Non Executive Directors
¢ Oversees financial and * Determines and implements * Recommends Board appointments
narrative reporting Remuneration Policy « Succession planning and Board & -
« Scrufinises significant judgements « Sets Executive Directors Committee composition gﬁ
made by management remuneration packages and - Diversity %.g
* Monitors effectiveness of risk incentives « Performance evaluation g
management systems and * Approves bonus and LTIP targets
internal control and outcomes
* Evaluates the external audit process
=
=
Audit Committee report see page 80 Remuneration Committee report Nomination Committee report
see page 88 see page 74

|
Management Committees

Q
o
<
Executive Committee 3
3
Chairman: Andrew Jones * Implementation of strategy ¢ Day to day management ¢ Employee remuneration p
Comprises: 4 Executive * Sets budgets and manages of the business and ifs and wellbeing
Directors; 1 Senior Executive operational and financial principle risks * Manages allocation
performance » Succession planning of capital o
below Board, people 53
development 23
39

Investment Committee Asset Management Committee Finance Committee

Chairman: Valentine Beresford Chairman: Mark Stirling Chairman: Martin McGann

Compirises: 4 Executive Directors Comprises: 4 Executive Directors Comprises: 4 Executive Directors

and seniormanagement and seniormanagement and seniormanagement

* Reviews investment and divestment * Reviews value enhancing * Reviews budgets and forecasts,
opportunities and allocation operational activities and achievement of targets, funding
of capital development opportunities requirements and liquidity

The framework reflects the composition of the Board as at 31 March 2018
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Leadership continued

Division of responsibilities A balanced board

The following table sets out the key responsibiliﬂes of Board members:

Chairman
Patrick Vaughan

* Leads the Board and ensures it operates effectively

Sets Board culfure, style and fone of discussions to
promote boardroom debate and openness

Promotes Company purpose, values and ethics
Builds relatfionships between Executive and Non
Executive Directors

Monitors progress against strategy and
performance of the Chief Executive

Chief Executive
Andrew Jones

Manages dialogue and communication with
shareholders and key stakeholders and relays
views fo the Board

Develops and recommends strategy to the Board
and is responsible for its implementation

Day to day management of the business
operations and personnel assisted by the
Executive feam

Non Executive Directors
Suzanne Avery

James Dean

Andrew Livingston

Alec Pelmore

Philip Watson

Rosalyn Wilton

Support and constructively challenge the
Executive Directors in defermining and
implementing strategy

Bring independent judgement and scrutiny

fo decisions recommended by the Executive
Directors and approve decisions reserved for the
Board as a whole

Contribute a broad range of skills and experience
Monitor delivery of agreed strategy within the risk
and control framewaork set by the Board

Review the integrity of financial information

and risk management systems

Senior Independent Director
Philip Watson

Acts as a sounding board for the Chairman
and trusted intermediary for the other Directors

Available as a communication channel for
shareholders if other means are not appropriate

Leads performance evaluation of Chairman

Executive Directors
Valentine Beresford
Martin McGann
Mark Stirling

Manage business operations within area

of expertise

Assist Chief Executive in the implementation

of strategy

Identify, assess and quantify risks in operating the
business and implement risk mitigation processes
Manage, appraise and develop staff below
Board level

Company Secretary
Jadzia Duzniak

Advises the Board and is responsible to the
Chairman on corporate governance matters
Ensures good flow of information to the Board,
its Committees and senior management
Promotes compliance with statutory and
regulatory requirements and Board procedures

Provides guidance and support to Directors,
individually and collectively

Non Executive
Chairman 9%

—

Yy,

Executive
36%

Composition
Non
Executive
55%
\Female 18%
Gender
diversity
Male 82%
0-3 years
6-9 years 18%
27%
Tenure!
3-6 years
55%
Risk management 9%
Retail 9% ‘
Expertise? Property

64%

Finance
36%

Tenure has been reflected from the date of
appointment to the LondonMetric Board

2 Some Directors are represented in more than
one category in terms of their expertise

All charts reflect the composition of the Board
as at 31 March 2018

w
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Board activities in 2018 o
The key areas of focus for the Board during the year were as follows: 3
[1]
«Q
« Strategy presentation from senior managers to the * Approved the interim and annual financial statements =
whole Board with continued focus on sustainable and results presentations
income and portfolio repositioning info urban logistics « Reviewed the three year financial forecasts o
and divestment of non core assets S . o . S
) « Scrutinised the interim and annual property valuations 3
* Debated the property and retail market outlook, . Di dfi . t ilable debt E
shopping patterns and competitor activity Iscussed financing drrangements, avalabie de 5
" ) o . facilities, LTV and financial covenants =
* Considered the economic, legislative and political « Received ts from the Fi Direct a
landscape including the impact of Brexit ecelveareports from ine rinance Lirectoron o
o . . debt refinancing and hedging and approved the
* Approved all property acquisitions and disposals in cancellation and recoupon of interest rate swaps
Excess O.f f‘.]O million including a portfolio ocqwsﬂpn * Considered dividend policy, quarterly scrip dividend 8
of 14 logistics assets and the sale of the last remaining 3
- payments and annual PID 02
office in Marlow i . ) ) oG
« Approved maior capital exoenditure and * Executive Directors and senior managers received 23
PP Jor capiial Expe presentations from tax advisors and external auditors a
development projects including at Stoke, Crawley, following legislative chanaes
Dagenham and Bedford gleg 9 —
 Executive Directors and * Considered impact of new -
senior managers accounting standards 3 %
attended quarterly on revenue, financial =3
economic and instruments and leases 2 %
market update o
presentations from
external advisors
=8
ST
4o
)
* Met with members of the * Appoinfed new Non
30% Club Investor group Executive Director,
to discuss diversity in Suzanne Avery -
the organisation « Reviewed Executive z

* Joined the Real Estate
Balance group to promote
and foster diversity in the
sector and Company af

alllevels Governance

¢ Risk register and dashboard
update, including debate
of significant and emerging risks

* Reviewed the effectiveness of the internal control
framework to manage risks

* Received briefings from the Finance Director and
external auditors on regulatory and governance
issues including consideration of S172 Companies
Act compliance

e External Board and Committee performance
evaluation review

¢ Viability statement and going concern review and
approval of statements thereon

Directors' remuneration
and performance
against targets

* Succession planning and
tenure and extended
Chairman’s letter of
appointment for a further
three years

* Reviewed and began implementation of flexible
working practices for staff

¢ Participated in Haompton Alexander review

¢ Received Responsible Business update from senior
management including a fire risk and cladding
assessment following the Grenfell Tower tragedy

* Extended commitment to joint ventures and partners,
extending commitment fo MIPP and increasing stake
in DFS JV

» Considered shareholder relations, liaison and feedback
from roadshows and results presentations

« Staff received a presentation on the auto enrolment
pension scheme implemented in the year

Stakeholders
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Leadership continued

Membership and attendance

The number of Board and Committee members and their attendance during the year was as follows:

Tenure® Audit § Remuneration Nomination

Title Date appointed (years) Independent Board Committee Committee Committee
Chairman
Patrick Vaughan 13/1/2010 8 n/a’ 6 (6) 3(3)
Executive Directors
Andrew Jones 25/1/2013 5 No 6 (6)
Martin McGann 13/1/2010 8 No 6 (6)
Valentine Beresford* 3/6/2014 4 No 4 (6)
Mark Stirling 3/6/2014 4 No 6 (6)
Non Executive Directors
Suzanne Avery 22/3/2018 0 Yes 1(1) 0 (0)
James Dean 29/7/2010 8 Yes 6 (6) 4 (4) 3(3)
Andrew Livingston 31/5/2016 2 Yes 6 (6) 5(5) 1(2)
Alec Pelmore 25/1/2013 5 Yes 6 (6) 5(5) 3(3)
Andrew Varley? 25/1/2013 n/a n/a 3(3) 2(2) 2(2)
Philip Watson 25/1/2013 5 Yes 6 (6) 4 (4) 3(3)
Rosalyn Wilton 25/3/2014 4 Yes 6 (6) 5(5) 4 (4)
Percentage independent 60%
1 Provision B.1.1 of the Code regarding independence is not appropriate in 3 Resigned with effect from 30 September 2017

relation fo the Chairman. Calculation is based on Board members as at 4 Valentine Beresford was unable to attend two Board meetings due to aleave

31 March 2018 of absence to undergo and recuperate from an operation
2 Bracketed numbers indicate the number of meetings the member was 5 Tenure is measured from the date of appointment to the LondonMetric Board

eligible to attend

The role of the Board

The Board is collectively responsible
to the members of the Company for
the long term success of the business,
having due regard to the views and
interests of all stakeholders.

It operatesin an open and fransparent
way, engaging and fostering
relationships with shareholders,
customers, suppliers, employees

and the communities within which

it operates.

The Board establishes the culture,
values and ethics of the organisation,
sets and implements strategy and
provides leadership and direction
within a sound framework of risk
management and infernal controls.

The Board’s collective experience
and skill set covers arange of relevant
sectors including property, finance,
banking and retail as reflected in the
chart on page 68 and as described in
their individual biographies on pages
64 and 65.

and as at 31 March 2018, rounded to the nearest whole year

There is a division of responsibility
between the Chairman and Chief
Executive which has been approved
by the Board.

The Chairman is responsible for
leading the Board and monitoring its
effectiveness and the Chief Executive,
supported by the Executive Directors,
is responsible for the day to day
management of the Group and the
implementation and delivery of the
Board's agreed strategic objectives.

The Chairman is responsible for
ensuring a constructive relationship
between Executive and Non Executive
Directors and for encouraging and
fostering a culture of boardroom
challenge and debate. He maintains
regular contact with the Executive
Directors and senior management
outside of formal Board meetings
which ensures he is kept abreast of
individual Directors’ views and issues as
they arise.

During the year the Board
recommended the extension of the
Chairman’s appointment for a further
three years to 31 March 2021, with a six
month mutual break option.

As reported in the table above, each
of the Non Executive Directors, other
than the Chairman, is considered by
the Board to be independent from
management and has no commercial
or other connection with the Company.

In considering independence, the
Board concluded that fenure should
be measured from the date of election
fo the LondonMetric Board.

The Board's composition throughout
the year met the Code’s requirement
that at least half of its members,
excluding the Chairman, are
independent Non Executive Directors.
It would still meet this requirement
under the current new Code proposals
to include the Chairman within

the calculation.

The Board has a schedule of matters
reserved for its aftention which includes
approval of strategy, budgets, financial
reports, significant acquisitions and
disposals, major capital expenditure,
funding and dividend policy.
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Board meetings Following a review led by the The Chairman of each Committee
The Board has a regular schedule of Nomination Committee of the provides a verbal update on the o
meetings, fimed around the financial Board size and structure, Suzanne matters discussed at each meeting fo 2.
calendar, fogether with further ad Avery was qppointed as anew Non the Board. g
hoc meetings as required fo deal with Eﬁ:iﬂgﬁ?ggﬁ}i‘%gg?ﬂ%%@?g (;fB The Executive Committee meets <
fransactional matfers. The Nomination Committee report . monthly fo discuss financial and
Whilst strategy is considered at every includes details of the recruitment oE)erZI'Tn%rlg]r:?ggiggfopneéf%gnonce’ )
Board meeting encompassing topics process, selection procedure and property t of the busi g 3
such as market conditions and outlook,  induction programme for the management of The business an 2
i it : prog ts staff. Th formal meet z
investment opportunities, capital appointment on page 77. |bs stafl. there are informal meetings .‘-g
allocation and emerging risks, one etween the Executive Dlregtors at a
meeting each year is dedicated to Board culture and values ?k:her fimes Otrjd oJIrkL]Je fo the 5|zeI ofd 2
this fopic. . e organisation they are involve
P Th?,r Chmrrgon lse’rs o;w%fo;fers(’;he g in all significant business discussions
In September 2017 two senior culfure and values of ihe boadrd dn and decisions. 0
managers were invited to present to wider organisation, broadly defined as . . . 35
the Board on the Company's longer a balanced approach to businessand  The Executive Committee is g¢c
term strategy in light of market and a willingness to take considered risks to supported by three sub Committees, 23
economic conditions including Brexit, achieve strategic goals within an open,  each focusing on different areas a
changes in technology and consumer inclusive and respectful environment of the business; the Investment,
shopping patterns and investment which encourages constructive Asset Management and Finance
opportunities. The session considered challenge and debate. Committees. These Committees pd
implications for resources and skills, This culture and thinking permeates comprise Executive Directors and g9
financing and liquidity. L members of the senior management o3
9 q Y, through the organisation through s0
. ; . team and meet at least monthly. 3
The Executive Committee has regular the close interaction of Directors ®
off site meetings to discuss business and staffin day to day activities. Non Executive Directors
strategy and performance in aless navidual Drecton and senior The Non Executive Directors are
formal e'nwronmenf. ExTerpo[odwsors reloﬁo%shi s over several qu of diverse group with a wide range of o’
and senior managers are myl’rgd fo workin Top other and roycesses are business experience encompassing g‘§
present cmd.the focusis reviewing well ungdergrood and o%hered to after property, finance, fund management, 28
fhe qppropnoteness of G-nd~ progress many years of consistent application banking, risk management, ’ ®
against agreed strategy in light of vy PP * sustainability and refailing.
e retail and investment market, . .
investment opportunities and the wider Board Commifiees ) They provide a valued role by
macroeconomic environment. The Board has three Committees of independently challenging and
) Non Executive Directors to which scrutinising aspects of executive
All Directors are expected to attend it has delegated a number of its decisions and monitoring the ;

all meetings of the Board and of the
Committees on which they serve,

and fo devote sufficient time fo the
Company’s affairs fo enable them to
fulfil their duties as Directors. On the
rare occasion that a Director is unable
to attend a meeting, papers will still
be provided in advance and their
comments and apologies for absence
are provided to the Board prior to

the meeting.

Board changes

Andrew Varley retired from the Board
and its Committees in September
2017 as announced last year.
Andrew Livingston was appointed

as a member of the Remuneration
Committee in July 2017 replacing
Andrew Varley.

responsibilifies; the Audit, Remuneration
and Nomination Committees.

The Committees ensure a strong
governance framework for decision
making and each operates within
defined terms of reference which

are reviewed annually by each
Committee and the Board and which
are available on written request

and on the Company’s welbsite at
www.londonmetric.com.

The Audit and Remuneration
Committees are composed entirely of
independent Non Executive Directors.
The Nomination Committee includes
the Chairman who is not considered to
be independent but his attendance is
permitted by the Code.

delivery of the agreed strategy,
adding insight from their varied
commercial backgrounds.

Many either currently or have previously
served on other listed Boards, bringing
different views and perspectives to
Board operations and debates.

The Senior Independent Director acts
as an intermediary fo the Executive
Directors for the Non Executive
Directors and shareholders as

required. He is available to meet with
shareholders at their request to address
concerns or, if other communication
channels fail, to resolve queries raised.
No such requests were received from
shareholders in the year.

@
°)
<
)
=
3
o
3
3]
o

SjuUSWISD)S
|pIdUDULY



LondonMetric Property Pic
Annual Report and Accounts 2018

72

Leadership continued

On appointment Non Executive
Directors are advised of the likely fime
commitment to fulfil the role. The ability
of individual Directors to allocate
sufficient time to discharge their
responsibilities is considered as part

of the annual evaluation process led
by the Nomination Committee.

The Board is satisfied that each of
the Non Executive Directors devoted
sufficient time to the Company'’s
business during the year and has
capacity fo continue to do so.

Non Executive Directors are
encouraged fo communicate directly
and openly with the Executive Directors
and senior management between
scheduled Board meetings to explore
and challenge large and complex
fransactions and as part of each
Director’s conftribution to the delivery
of strategy.

This ad hoc communication is often
supplemented by site visits and
provides further opportunity to mix
with senior management.

Information flow

The Chairman, supported by the
Company Secretary, ensures that

the Directors receive clear and timely
information on all relevant matters.

Comprehensive reports and briefing
papers are circulated one week prior
to Board and Committee meetings
to give the Directors sufficient fime

to consider their content prior to the
meeting and fo promote an informed
boardroom discussion and debate.

The Board papers contain market,
property, financial and risk updates
as well as other specific papers
relating fo agenda items.

The Board receives other ad hoc
papers of a transactional nature at
other times, circulated by emaiil, for
their review and approval which are
ratified at the next Board meeting.

In addition, the Chairmen of the
Audit and Remuneration Committees
communicate regularly and
independently with relevant staff

and external advisors including the
Company'’s external auditors and
remuneration advisors.

Independent advice

All Directors and Committees have
access af all times fo the advice and
services of the Company Secretary,
who is responsible for ensuring that
Board procedures are followed and
that governance regulations are
complied with and high standards
maintained. The Directors may, in

the furtherance of their duties, take
independent professional advice atf the
expense of the Company. None of the
Directors sought such advice in

the year.

Conflicts of interest

Directors are required and have a

duty to notify the Company of any
potential conflicts of interest they may
have. Any conflicts are recorded and
reviewed at each Board meeting.
There have been no conflicts of interest
noted this year.

Investor relations

Communication with investors remains
a top priority of the Board who believes
that understanding the views of
shareholders is key to the Company’s
strategic direction and success.

The Company places considerable
emphasis on maintaining an

open dialogue with investors, in
particular institutions and private
wealth managers and brokers
through a comprehensive investor
relations programme.

The Chief Executive and Finance
Director are the Company's principal
representatives and, along with

the other Executive Directors and

the Head of Investor Relations, hold
meetings throughout the year to
communicate the Company’s strategy
and performance. These include results
presentations, one to one meetings,
group meetings, panel discussions,
conferences and site visits.

Investor meetings

The framework of investor relations

is set around the financial reporting
calendar, specifically announcement
of half and full year results. In addition,
significant shareholder engagement
occurs outside these periods and
primarily consists of UK regional and
overseas roadshows and responses

fo ad hoc requests for meetings.

Investor meetings

UK regional 22%

]

Overseas 17%

e

\

By location

Site visit
7%

London
54%

Generalist
institution 31%

]

Specialist
institution 28%

e

By type
of investor . 5%

Broker

Private
wealth 36%

These meetings and roadshows seek
to keep investors informed of the
Company'’s performance and plans,
answer questions they may have and
understand their views.

Topics discussed include the
development and implementation

of strategy, performance, property
fransactions, quality of underlying
occupiers, stfrength of the Company'’s
income, debt structure and the real
estate market in general.

Investor site visits

Two investor site visits were arranged in
the year, at several of the Company’s
distribution warehouses and
developmentsin:

* Dagenham, occupied by
Eddie Stobart

e Crawley and Croydon, where four
sites were visited in total, three of
which are occupied by TNT, Barker
& Stonehouse and Tesco
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Investor activity Public communication
During the financial year, the Company  Shareholders are kept informed of the 8
met with over 200 shareholders, Company's progress through results %
analysts and potential investors. statements and other announcements g
. released through the London <
A breakdown by type of investor seen
- : Stock Exchange.
and location of meeting are shown 3
in the charts opposite. Meetings were Company announcements are * Fullyear 2017 results presentation 0
held predominantly in the UK with over made available on the welbsite * Investor full year roadshow held 3
50% of investors seen in London. affording all shareholders full access post results %
As the importance of retail/private fo materialinformation. * Site visit o Dagenham %
wealth shareholders continues to The website is an important source * Regional investor meetings in §
grow, the Company maintained its of information for shareholders and Edinburgh and Leeds
high level of roadshow activity in UK includes a comprehensive investor
regions. Regional roadshows included relations section containing all 0
visits fo Leeds, Birmingham, Edinburgh, RNS announcements, share price 3 o
Liverpool, Southampton, Chichester information, investor presentations, 2 g,
and Manchester. In total, private half year results and Annual Reports - §
wealth meetings accounted for 36% available for downloading. Q2 r‘Q v
of investors seen and the Company . -
continues to place greatimportance Alive and on dem_ond v_veb_cosf of ¢ Annual General Meetin
on enaaaing with its orivate results and a CEQO interview is posted f Sharehold 9 P
weolfk?sk?orgholders P fwice a year. Individual shareholders © i arenoiaers 53
: can raise questions directly with the ¢ US investor roadshow =3
17% of investor meetings were held Company at any time through a facility e Investor meetings in Liverpool z %
overseas in Holland, Canada and on the website. « Site visit o Crawley and Croydon o
the United States. The Company will .
continue to engage with overseas Annual General Meeting
investors to broaden its investor Shareholders are encouraged to ®
base further. participate in the Annual General ey
- . 2.3
The Company also presented at a Mee}‘mg of the Company, Wh'.Ch . § 2,
; provides a forum for communication ag
number of conferences during the ith both orivat dinstituti | ®
year including participating on panel V\r/]' ho ldlorIVCll'(: O?h ns klw Ul 'OQG d Q3 @
discussions organised by various brokers Z ngrﬁ d?qfésigév%iloggfooois\zgrr
including Green Street, Wells Fargo, . * Half year results presentation
: shareholder questions. .
Kempen and Societe Generale. _ . _ * Half year investor roadshow .
In addition, the Company met with The Senior Independent Director is post results z

a number of corporate governance
representatives from approximately
ten of its main shareholders to update
them on corporate governance
developments of the Company.

Investor feedback

Investor feedback is presented to the
Board at scheduled meetings, together
with published analyst comments.

Feedback received is very supportive
of the Company'’s strategy,
performance, management and
future direction.

As part of its ongoing shareholder
engagement, the Company
conducted its first biennial investor
Responsible Business survey during

the year. The survey was sent to the
Company’s top shareholders covering
half of the register. Further detail on the
survey is contained on page 47.

available for shareholders to contact
if other channels of communication
with the Company are not available
or appropriate.

The Annual Reportis sent fo all
shareholders af least 20 working days
before the AGM and details of the
resolutions to be proposed can be
found in the Notice of Meeting on
pages 148 to 151.

Shareholders are able to lodge their
votes through the CREST system or by
returning the Proxy Card sent with the
Annual Report.

Details of the number of proxy
votes for, against and withheld for
each resolution will be disclosed
at the meeting and in the AGM
RNS announcement.

¢ |Investor roadshow in
London, Toronto, Edinburgh
and Amsterdam

* Investor meeting on corporate
governance developments at
the Company

Q4

* Investor meetings in London,
Birmingham, Leeds, Chichester,
Southampton, Manchester and
New York

* Investor Responsible Business
survey sent to major shareholders
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Lffectweness

Nomination Committee report

Patrick Vaughan
Chairman,
Nomination Committee

Q Membership & Attendance

. . Tenure  Meetings
I am pleased to present the Nomination | \emper Dateappoinied  (yoor  attendod
Commuttee’s report for the year to Patrick Vaughan 1/11/2012 5 3(3)
31 March 2018. Alec Pelmore 25/1/2013 5 3(3)
Philip Watson 25/1/2013 5 3(3)
1 lus year the Commuttee’s main_focus James bean 14/7/2016 2 30

0,0 S © Bracketed numbers indicate the number of meetings the member was eligible to attend.

}las been ll/le CompOSZtlon and dZUeTSZ?y Tenure is measured from date of appointment to the Committee and as at 31 March 2018,

rounded to the nearest whole year.

of the Board and succession planning
Jfor the Non Executive Directors
» Considered Board composition, succession and diversity

w/zzc/z Zed to t}w appomtment m ¢ Led the appointment process for a new Non Executive
MdTC/l 20]8 QfSuzanne Avery as a Director and recommended Suzanne Avery to the Board and

Highlights this year

Non Executive Director and member Avdit commifiee . N .
. . % * Recommended the extension of the Chairman’s appointment
oft/ze Audit Commulttee. for a further three years, with a six month mutual break option

¢ Led external Board and Committee performance evaluation

¢ Recommended the election and re-election of Directors
to the Board at the AGM

Responsibilities of the Committee

The principal responsibilities of the Committee are to:

¢ Review and evaluate the size, structure and composition of the
Board and its Committees, including the diversity and balance
of skills, knowledge and experience of each

* Make recommendations to the Board regarding Board and
Committee membership changes

» Consider succession planning for Directors and other
senior executives

¢ Lead the process for new Board and Committee appointments
to fill Board vacancies

Promote the Company’s policy on diversity at Board level and
in the wider organisation

¢ Lead the Board and Committee performance evaluation
exercise

Assess the time commitment required from Non Executive
Directors

Consider the annual election and re-election of Directors to
the Board
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Chairman’s Introduction It is responsible for identifying and During the year the Committee
It has been another busy year for the recommending candidates fo fill Board  continued its review of Board o
Committee, whose main focus has vacancies and leads the selection composition and succession in light P
been the composition and diversity process ensuring it is formal, rigorous of Non Executive Directors’ tenure %
of the Board. and transparent. and diversity aspirations. @
In March 2018, following a rigorous The Committee drives succession This led to the appointment in March
recruitment process, we were planning for Directors and other 2018 of Suzanne Avery as a Non o
delighted fo welcome Suzanne senior executive positions and Executive Director of the Board and S
Avery fo the Board and Audit ensures that the refreshment process member of the Audit Committee. _3
Committee. The appointment improves I’rs prop.eTrIy. pl?ntr)\.le_Td cm(cjj m$no?ed The remaining balance of g
the boloqce of Board skills and k?urs?r?elss%:ir;rigtilolny anamrigate independent Non Executive Directors g
gender diversity. ) continues to meet the requirements @
Suzanne brings complementary Meetings and activities of the Code and proposed changes
and relevant financial, banking, The Committee met three times recommended by the FRC and has 0
sustainability and real estate skills as during the year to consider and make fhe correct balance of skills and 3o
former Managing Director of Real recommendations to the Board in knowledge fo lead the Company 8g
Estate Finance Group and Sustainability  respect of: going forward. ~a
at RBS. « The appointment and The Committee also reappointed
The appointment and induction reappointment of Non Executive Pcﬂnck.Voug.hon for a further three year ———
process for Suzanne are discussed Directors to the Board and ferm with a sixmonth mutual break P
et on pege 77
ibuti i 3
The Committee also led the * The externally led performance the business. § 3
Company's three yearly externally evaluation of the Board and . . §
facilitated evaluation of Board and its Committees The Board is commifted fo a phased
Committee performance in the year. « The election and re-election of ngfres?mentdofT;he N”og Execu_tljve g —
The Committee concluded following Directors at the forfhcoming AGM fLJ;?hce?rrqsei?yeqlrsg;lthee((::grgsrlni?tfe as g
Ihe revie\TN that fheﬁBoc?.rd corginued e Its own ferms of reference the length of service of some members §§
o operate as an effective an . . i i 5
cohzsive team, led by knowledgeable ~ Succession planning ?hldbiifﬂ?ggﬁfeﬁmﬁs approaches 2 %
and respected Executive Directorswho ~ The Committee continues to focus ) ) ) ®
created aninclusive and collegiate on succession planning and talent The Execufive Directors consider
atmosphere of transparency and trust.  development at Board and senior succession planning below Board
Further details of the Board evaluafi management levels fo ensure there is level and are committed to nurturing,
fU[-j' erae g' sorihe oocg T{evo vation 4 pipeline of experienced and suitable  developing and retaining high -
INdings andrecommendations can people in the organisation to support performing individuals to ensure z

be found on pages 78 to 79.

Composition of the Committee

Throughout the year the Committee
comprised of four Non Executive
Directors and was chaired by Patrick
Vaughan as sef out in the table on
page 74.

Role of the Commiittee

The Committee’s role is to ensure the
Board and its Committees continue
to have the right balance of skills,
experience and knowledge to
independently carry out their duties
and provide strong and effective
leadership to enable the Company fo
deliver its strategy, having due regard
to the interest of its shareholders and
other key stakeholders and fo the
benefits of diversity.

the Company’s longer ferm plans.

It ensures that the ongoing refreshment
of Board members is properly

planned and managed to maintain
stability in its operations and avoid
business disruption.

In reviewing succession planning for
both Executive and Non Executive
Directors, the Committee considers
the leadership needs of the Company
and the balance and diversity of
Board skills and experience It is mindful
of the Code requirements that a
rigorous review of any Non Executive
appointment whose term exceeds six
years be undertaken.

a clear talent pipeline of future
leaders exists for Board and senior
management positions.

Staff appraisals are undertaken on
an annual basis and provide a forum
to discuss targets, progress and
future prospects.

Although there are no immediate
vacancies at Board level and
execution of the Company'’s strategy

is not dependent on any one individual,
we recognise the need fo develop our
internal talent and for contingency
plans for unforeseen absences.
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Effectiveness continued

Gender Diversity

Female 42%
Employees
Male 58%
Female 25%
Senior
management

Male 75%

\Femule 18%

Directors

Male 82%

All charts reflect the composition of the
Company and Board as at 31 March 2018

Diversity

The Board recognises the importance
of a diverse and balanced Board
and the benefits this brings to

the organisation in ferms of skills,
knowledge and experience.

The Board strives to operate in a
working environment of equal
opportunity and promotes a culture
of mutual respect and inclusion
throughout the organisation.

Diversity on the Board, and in senior
teams, brings wider perspectives and
enables more effective discussions and
better decision-making.

During the year, we appoinfed one
female Non Executive Director and two
members of staff, one male and one
female reinforcing our commitment.

Diversity is promoted at every level

of recruitment and across a range of
criteria including skills, knowledge,
experience, gender, age, disability,
sexual orientation, educational
background and ethnicity. However,
over the last five years staff numbers
have fallen by nearly 30% which, along
with high retention rates in key roles,
has reduced our ability to shift the
diversity balance. We are proud of our
low level of staff turnover which signifies
a loyal and content workforce, but
recognise that this constrains the pace
of change.

During the year the Chairman, Finance
Director and senior managers met

with members of the 30% Club Investor
group fo discuss the importance of
diversity considerations for Board

and executive appointments and
succession planning.

The Chairman confirmed the

Board's support for greater female
representation on listed company
boards and the aspirational targets

of the Hampton Alexander review and
supports the 30% Club which aims to
achieve a minimum of 30% of women
on boards and senior leadership teams
by 2020.

Although it does not deem quotas
appropriate given the size of the
Company and has not set targets,
there is an ongoing commitment fo
strengthen female representation

at Board level and within the senior
management team. We will continue
to monitor carefully our diversity
going forward.

Ultimately, all appointments to the
Board and senior management

team are based on merit as an
appointment on any other basis would
not be in the best long term interests of
the Company.

The Board acknowledges the
challenges faced by the real estate
sectorin improving gender diversity
as recruitment is dependent on the
availability of suitable candidates and
there continues fo be fewer female
applications to join the sector.

The Board supports initiatives to
promote gender diversity in the real
estate sector and during the year has
become a member of the Real Estate
Balance group whose objective is to
improve gender diversity at Board and
seniormanagement level by promoting
and supporting the development of a
female talent pipeline.

Gender diversity at Board, senior
management and in the Company
as awhole is reflected in the charts
opposite. At the date of thisreport,
female representation at Board level
was 18%, up from 9% last year.

The Board is also mindful of the

Parker Review regarding ethnic and
cultural diversity on UK boards and its
recommendation that each FTSE 250
board should have at least one director
from an ethnic minority background

by 2024.

The Committee will take this into
consideration when making
future appointments.

Further information on the Company’s
commitment to developing and
supporting employees and to
promoting diversity and inclusion af
LondonMetric is contained on page 45.
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Board appointment -

- appoinin Induction Programme o
Following the review of Board <
composition and refreshment, and Key induction events included F
with particular focus on diversity, the the following: g
Committee began the search fora ) ) <
new Non Executive Director. In the ° E)ne Tc:.once:meef]ﬂgs V‘gh the
past, the Company has employed xecuiive Lommiriee, Compdny
search agencies to assist with Board Secretary and senior managers 8
appointments, however having from property and finance to 3
identified the required skills and understand the day fo day z
attributes, it decided to explore internal operations of the business, risk 1
recommendations which had the appetite and culture 8
right cultural fit in the first instance and Suzanne Avery * Provision of past Board and
to only approach a search firm fo Non Executive Director and member Committee papers, minutes and
facilitate the search if no candidates of the Audit Committee finance reports o
could be identified. Estimated cost o . » Guidance and information 3o

. [+]
savings of £50,000 were made by nof érgggrr;ﬂ:]ee Q/Sgseolprgﬁge%r}or on annual Board timetables, S g
using a third parfy search agency. Suzanne Avery, who joined as a new SIOUETNENED [SIESEREEE €le #
All Directors were asked to nominate Non Executive Director in the year. regulatory procedures including
candidates, with a strong preference share dealing
for a female candidate and with ¢ One to one meeting with the p
financial experience to improve Company's external audit partner 53
the gender diversity and relevant * Property tours to be arranged =3
skills of the Board. However it was 2 %
acknowledged that ultimately o
I:hcgansdeig;ctg ?:;g:;igﬁ,;og%zgg:[ Professional development Staff are encouraged to develop and E—

. . Oversight of the training needs of broaden their experience and skills -
A shortlist of four.cond|dotes was individual Directors is the responsibility and to engage WITh. Board members E"§
creat.ed gnd rewewed by the of the Nomination Committee by way of presentations, property 23
Nomination Commmee. Suzome Avery Chairman. However, Directors are also ‘rours‘or Qne to one discussions on g é
was chosen following an extensive expected fo identify and develop their ~ SPecificissues. o
interview process including the own individual training needs, skills Further details of employee
Chcnrrpon, I?xeciu’nve ophd Nonf and knowledge and ensure they are development including sponsorship
EXeCL{ ve Dlr‘ec ors, as the preferred adequately informed about the Group’s  of MBAs and participation in Young
OppOMTee given he.r personal . strategy, business and responsibilities. Property Professionals groups can -
attributes, values, skills and experience. They are encouraged to atfend relevant e found in the People section of z

Suzanne brings complementary

and relevant financial, banking,
sustainability and real estate skills as
former Managing Director of Real
Estate Finance Group and Sustainability
at RBS.

Board induction

On appointment, the Company
arranges a failored induction
programme for all new Directors to help
them develop an understanding of the
business including ifs culture, strategy,
governance structure, stakeholders,
portfolio, finances, risks and controls.
The induction includes the provision of
a detailed Company information pack,
site visits, infroductions and one fo one
meetings with senior management
and advisors.

Details of the Induction Programme
for Suzanne Avery is given in the case
study above.

seminars and conferences and receive

technical update material from advisors
and are offered training and guidance
at the Company's expense.

During the year, training and
information updates were provided
through presentations at Board

and Committee meetings by senior
management and the external
auditors. Specific briefing papers were
provided on the Group'’s hedging
strategy and interest rate swap
recoupon, refinancing of the Helaba
and unsecured debt facilities, fire risk
assessments, Responsible Business
update, stakeholder engagement and
the likely impact of new accounting
standards on revenue, financial
instruments and leases.

Non Executive Directors are
encouraged fo familiarise themselves
with the Group's business through
regular communications with the
Executive Directors and senior
management between formal
meetings and site visits.

the Responsible Business review
on page 45.

Time commitment

The Committee considers the time
commitment required of the Directors
and other external appoinfments they
have. Before taking on any additional
external commitments Directors must
seek the prior agreement of the Board
to ensure possible conflicts of interest
are identified and to confirm they

will continue to have sufficient time
available to devote fo the business

of the Company and fulfil their duties.

Executive Directors are required

to devote almost all their working
fime to their executive role at
LondonMetric although certain
external appointments are permitted.
All Directors are expected to attend
all meetings of the Board and of the
Committees on which they serve

and the Annual General Meeting.

@
°)
<
)
e
3
o
3
3]
o

SjuUSWISD)S
|DIdUDULY



7 8 LondonMetric Property Pic

Annual Report and Accounts 2018

Effectiveness continued

Board performance and evaluation

The Board committed to undertaking
an external review of its performance
and that of its Committees.

The Nomination Committee appointed
Independent Audit Limited (IAL) in
December to undertake this review
following a tender process in which
three firms were shortlisted. IAL has no
connection with the Company.

The process involved a comprehensive
review of Board, Committee and
other financial documents and

reports followed by a series of one

to one meetings with the Directors,
Executive Committee and Company
Secretary and the observation of a full
Board meeting.

A detailed report of IAL's findings was
sent to the Chairman and presented
at the Board meeting in March 2018.

IAL discussed their findings, proposals
and implementation plans with

the Board.

Overall the results were extremely
positive. The review concluded
that the Board has many strengths
and continues to operate to a
high standard.

The Chairman was praised for
creating an inclusive and collegiate
atmosphere and for his experience,
business acumen and judgement.

The Directors agreed that the
Chairman and Chief Executive had a
very strong, supportive and respectful
working relationship and promoted a
culture of fransparency and trust.

Not withstanding these strengths, the
review guarded against complacency
and recommended that the Directors
continued to improve its processes.

The Board welcomed IAL's
recommendations for continued
development fo its practices
and procedures and will
continue the implementation of
those recommendations.

Outcome of 2018 externally facilitated performance evaluation

The key findings and recommendations from the 2018 external Board
evaluation review are listed below. The Board discussed and agreed the
recommendations and progress will be reported at future meetings.

Key findings

* Most Board members have worked together, in various guises, for a number
of years and Directors are engaged and passionate about the business

The Board benefits from a knowledgeable group of Non Executive Directors
who provide relevant and complementary skills in property, investment,
finance and retail

There is a high calibre and motivated executive team, led by a respected
Chief Executive who has the confidence of the Non Executive Directors

¢ The Non Executive Chairman is greatly respected and praised by
his colleagues for his skill in running meetings, creating an inclusive
and collegiate atmosphere and for his extensive experience and
business acumen

The relationship between the Chairman and Chief Executive is particularly
strong, supportive and mutually respectful. Together they promote a culture
of frust and openness and are not afraid to bring both good and bad news
to the Board. Non Executive Directors show a high degree of confidence

in the Executive Directors

There is notably frequent interaction between all Directors outside of the
boardroom, maintaining a culture of ongoing dialogue

The Executive Directors keep the Non Executives informed of developments
and the Non Executives provide frequent input and challenge in one to
one meetings

Recommendations

* To facilitate a more balanced debate in the boardroom, variations fo
the format, agenda, seating arrangements, attendees and location
of meetings could be explored. The Board is encouraged to foster
more debate in the boardroom to complement the extensive debate
among individuals

Consider holding one off site meeting each year, ensuring the length,
format and location are conducive to good discussions

Encourage Non Executive Directors to stay in fouch with the wider
organisation by arranging more meetings with senior managers and
mentoring those senior managers identified as having high potential

Consider if more could be done to help the Non Executive Directors have
contact with arange of stakeholders, for instance by attending more site
visits to customers
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Progress against the recommendations from last year's internally facilitated 3
review is set out below. &
<
Recommendation  Progress
Consideration of * Review of Board composition undertaken in the o
Board size, skills and year leading to the appointment of a second 3
experience given female Non Executive Director with financial, 9,;
changes to Code banking, sustainability and real estate experience %l
fo complement the existing skill set a
* After consideration and debate, it was decided ?
not to reduce the complement of Non Executive
Directors at present as all members of the Board o
continue to make a valuable individual contribution, 3 §
bringing complementary skills and knowledge % G
=23
[1]
Continued focus on e Recruitment of Suzanne Avery as a Non Executive a
Board refreshment Director recognised the benefits of diversity and
and diversity to complementary skill sets
complement culture >
Continue to promote ¢ 18% of Board members are female (up from 9% % %
diversity at all levels last year) £8
0
* 25% of senior management positions are filled ®
by women
Succession planning e The Chairman’s letter of appointment has been -
for the Chairman extended for a further three years to 31 March 2021 gg
with a six month mutual break option %‘ ]
More time devoted * One Board meeting in the year devoted fo strategy %
to strategy debate with presentations from two senior managers
The review of individual Directors Re-election of Directors
was outside the scope of the Following the Board evaluation and z

external review.

The Chairman will undertake one

fo one meetings with each of the
Directors and the Senior Independent
Director will lead a review of the
Chairman’s performance in the
coming year.

The Company is committed to
undertaking a further external

review in three years’ time with internall
reviews in the intervening years.

appraisal process the Committee
concluded that each of the Directors
seeking election and re-election
continues to make an effective
contribution to the Board and has
the necessary skills, knowledge,
experience and time to enable them
to discharge their duties properly

in the coming year.

Therefore the Board, following
the advice of the Committee,
recommends the election and
re-election of all Directors at the
forthcoming AGM.

Patrick Vaughan
Chairman of the Nomination Committee
30 May 2018
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Accountability

Audit Committee report

Rosalyn Wilton
Chairman,
Audit Committee

Q Membership & Attendance
; Tenure  Meetings
] am pleased IfO pmsemf ﬂle Audlt Member Date appointed (years) c:h‘endegd
Commuttee’s report for the year to Rosalyn Wilton 25/3/2014 4 505
31 March 2018. Andrew Livingston 31/5/2016 2 5(5)

Andrew Varley

. . (refired 30 September 2017) 25/1/2013 n/a 2(2)
The Commzttee continues to plcy a.qu I S— 257172013 s s
oversight and assurance role, assisting Suzanne Avery 22/3/2018 o 00

ﬂle Board and eﬂsuriﬂg S}larehOngr and Bracketed numbers indicate the number of meetings the member was eligible fo attend.

Tenure is measured from date of appointment to the Committee and as at 31 March 2018,

other stakeholder interests are protected rounded fo the nearest whole yedr.
by monitoring the processes that support | Highlights this year

ﬁnancia[ reporting and control.”’ * Review of significant issues, accounting judgements and
estimates including six monthly property valuations

¢ Ongoing review of risk management and infernal control
processes including consideration of Brexit and cyber risk
Review of going concern, viability and longer term prospects
of the Company

Considered likely impact of adopting new IFRSs on revenue,
financial instruments and leasing

Assessed the Directors’ duty under S172 Companies Act
2016 to promote the success of the Company for the
benefit of its members as a whole whilst having regard to
wider stakeholders

Oversight of the effectiveness of the audit process

External evaluation of its own performance and review

of its terms of reference

Responsibilities of the Committee

¢ Monitors the integrity of the financial reporting process and
scrutinises the full and half year financial statements
e Considers and challenges the key financial judgements made
by management
Reviews the risk management framework and ensures risks are
carefully identified, assessed and mitigated
Reviews the performance, independence and effectiveness
of the external auditor and audit process
Reviews the viability statement and going concern basis
of preparation
e Considers whether the Annual Report is ‘fair, balanced
and understandable’
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Chairman’s infroduction previous partner who was no longer financial experience as a former
The role of the Audit Committee is to considered independent and retired. Choirmop Qf the Risk Cpmmi’r’ree at g
review and report to the Board on The Committee has considered the AXA UK Limited. It considers that the g.
financial reporting, internal controland  provisions of the Code concerning Commiftee osfo whc_>|e has the relevant g
risk management and the external going concern and longer term fropergll O,?;j lcrI]'OHhCD| cqué)etf.enced <
audit process. viability and has advised the Board on @:ggpoe&nferf&fcg[%;; e‘;\'vzsr;’”
This year we welcomed Suzanne me sDTgTeTenTs made ITOTG Rgpo)rrrf] of brings complementary financial, o
Avery to the Committee. Suzanne has R‘ek reciors on pTogeT. O?Th!n N ;  banking, sustainability and real estate 3
extensive financial, banking and sk management section oftNISTEPOTT o herience through the senior positions g
property experience, serving previously ~ ©N Page 60. she has held. g
as Managing Director of Real Estate We have also scrutinised the processes . g
Finance Group and Sustainability in place to ensure that, taken as Meetings o
at RBS, and brings diversity and a awhole, the Annual Report is fair, The Committee follows an annual
fresh approach. balanced and understandable and programme to ensure it gives full o
The Committee has continued fo have advised the Board to mokg its ponsideroﬁon fo moﬁers of particular 3 §
focus on risk management and has sfofemen’r on page 107. Our review importance and its terms of reference. %g
undertaken ifs annual comprehensive  Process is described on page &7. The Committee met five times last -2
review of principal risks and the infernal  During the year the Company received  year, with meetings aligned to the :
control framework as discussed on a letter from the Financial Reporting Company’s financial reporting  —
page 82. We are mindful of the need Council (FRC) concerning its review timetable. Meetings are attended
to ensure that emerging and evolving of the 2017 Annual Report. The object by the Committee members and, _g
risks are considered. This year we of the FRC’s review was not to verify by invitation, the Group’s external 2s
considered specific risks relating to that the information in the Annual auditor, independent property 2 g
cyber security, political uncertainty and  Report was correct but rather to valuers (CBRE Ltd and Savills Advisory 2
the impact of Brexit on the Company. consider compliance with reporting Services Limited), the Finance
I can confirm that no significant requirements. | am very pleased to Director and senior management. —
weaknesses in the control processes report that no questions or queries were  Time is allocated for the Committee
were identfified this year. raised. However a few improvementsto  to meet the external auditor and w ]
This year, we considered the Directors' disclosures on olfernotiv¢ performance  property valuers indepgndenﬂy of %é
duty fo ifs wider stakeholders under measures and IFRS 13 fair value management. In addition o formal 28
$172 Companies Act 2016 having meosuremehfs were pofed.onq have Committee meetings, the Chqlrmcm o
received a report from the Finance been Tokgn into con.5|derono.n in ‘rh‘e hqs regular cpnfocT and mephngs
Director. The Company has undertaken preparation and review of this year's W}fh the Au.d[f Portn‘er and Finance
its first investor Responsible Business and Annual Report. Director. Th|s is cormde@d more helpful
employee safisfaction surveysalong Al Committee members will be and efiective than waifing for fhe =
with its biennial tenant satisfaction attending this year's Annual General scheduled meetings. =

survey. It has infroduced flexible
working arrangements for staff,
increasing its focus and commitment to
its wider stakeholders.

The Committee challenged the
significant financial judgements made
by management, including those
concerning the largest balance sheet
item being the valuation of investment
property. Our review is described on
pages 83 fo 85.

We received areport from the Finance
Director on the potentialimpact of
new accounting standards on revenue,
financial instruments and leasing and
are satisfied that management are
fully prepared to comply with the

new standards.

We have also considered the
independence and effectiveness

of the external audit process and

have recommended that Deloitte

be reappointed at the AGM in July.

This year we welcome a new lead audit
partner, Georgina Robb, to replace the

Meeting and engagement with and
feedback from investors is welcomed
and encouraged.

Membership

During the year the Committee
comprised of four Non Executive
Directors until Andrew Varley retired
on 30 September 2017, as previously
announced. For the remainder of the
year until March 2018 it comprised
the remaining three Non Executive
Directors, chaired by Rosalyn Wilton.
Suzanne Avery was appointed to the
Board and Committee on 22 March
2018. Members have no day to day
involvement with the Company or links
with the external auditor.

Biographies of the Committee
members which set out the relevant
skills, knowledge and sector
experience they bring can be found on
pages 64 and 65.

The Board is safisfied that Rosalyn
Wilton brings recent and relevant

The May and November meetings are
scheduled fo precede the approval
and issue of the full and half year
financial reports. Separate meetings
are held with the Company’s
property valuers to challenge

the valuation process and review
theirindependence. At the March
meeting, the Committee reviewed
risk management and internal control
processes and considered the year
end audit plan.

The Chairman of the Committee
reports to the Board on the matters
considered and conclusions reached
after each Committee meeting.

The Committee is satisfied that it
receives sufficient, reliable and
fimely information and support from
management and the Company’s
external auditor to allow it to fulfil

its obligations.
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Accountability continued

Activities during 2018

During the year, the work undertaken by the Committee has included the consideration, review and approval

of the following:

Financial reporting Risk management

e Interim and year end results
announcement and Annual Report
Accounting freatment of significant
fransactions and areas of
judgement which could have a
materialimpact on the financial
statements

* Developmentsin new accounting
standards on revenue, financial
instruments and leasing

Processes undertaken to ensure that
the financial statements are fair,
balanced and understandable
Directors’ duty under S172
Companies Act 2016

¢ Audit Committee report

¢ Annual assessment of the Group's
principal risks including Brexit and
cyberrisk and comprehensive
review of the risk register

* Risk appetite and dashboard
reviewed at each Board meeting

* The adequacy and effectiveness of
the Group's internal control and risk
management systems

¢ The appropriateness of the going
concern assumption and the level
of stress testing undertaken

* The Viability statement and longer
term forecast

Other

-Q

Scope of the external audit plan

e The independence and objectivity
of Deloitte LLP

e Performance of the external

auditor and effectiveness of the

audit process

Evaluation of key audit findings

Auditor’s fee proposal

Reappointment of external auditor

External audit tenure

* Review of non audit services and
ratio of fees

External audit

Property valuation

¢ The property valuation process and
the appropriateness of the interim
and year end individual valuations

¢ The independence and
competence of the external valuers

Risk management
and internal controls

The Company has a culture of
risk awareness and management
embedded info its decision
making processes.

The Board is ultimately responsible

for establishing and maintaining

the Company'’s framework of risk
management and internal contfrol and
for determining the nature and extent
of the principal risks which may affect
its strategic objectives. It recognises
thatrisk is inherent in running the
business and understands that effective
risk management is critical to the
decision making process and ultimate
success of the Company.

The risk framework and ongoing
processes in place to identify, evaluate
and manage the principal risks and
uncertainties facing the Group are
described in the Risk management
section on pages 48 to 59.

« Committee's composition and member changes
* Annual review of Committee’s own terms of reference and constitution

¢ External performance evaluation

* Annualreview of the need for an internal audit function

corruption policies

The system is designed to give the Board
confidence that the risks are managed
or mitigated as far as possible. However,
it should be noted that no system can
eliminate the risk of failure to achieve
the Company’s objectives entirely and
can only provide reasonable but not
absolute assurance against material
misstatement or loss.

The Board undertakes a robust
assessment of the principal and
emerging risks facing the business af
each meeting, including those that
could threaten the business model,
future performance, solvency and
liquidity. It has adopted a risk dashboard
as a standing agenda item which
highlights changes in the Company’s
exposure to current and emerging risks
and the mitigation thereof.

The Board has delegated responsibility
for reviewing the effectiveness of the risk
management framework and internall
control environment and compliance
with the Code fo the Audit Committee.

The Group's whistle blowing arrangements and anti-bribery and

The Audit Committee carries out an
annual review of the risk register and
reports its findings to the Board.

The risk register was last updated in
March 2018 and presented to the Audit
Committee at their planning meeting.

Risk register

The risk register identifies the
following for each key strategic,
economic, fransactional and
financial risk facing the business:

 Significance and probability of
each risk

» Controls and safeguards in place
to manage and minimise each risk

* Movements in the Group's
exposure fo the risk since the
last review

» Allocated owner of the risk and
management of safeguards
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A key part of the risk management Significant financial judgements Management confirmed that they
process is the identification The Committee monitors the inftegrity were not aware of any material o
and assessment of risks which of the financial information published misstatements and the auditor 2y
are the responsibility of the in the interim and annual statements confirmed they had not found any %
Executive Committee assisted by and considers the extent to which material misstatements in the course Q
senior management. suitable accounting policies have of their work.
Short reporting lines and operating been adopted, consistently applied After reviewing reports from o
from one office ensures the Executive and disclosed. management and following its <
Directors have close involvement in It pays particular attention fo discussions with the auditor and 3
day tfo day matters allowing early matters it considers fo be important valuers, the Committee is safisfied that 2
identification of risks and development by virtue of their size, complexity, the key financial judgements have 2
of mitigation strategies. level of judgement and potential been appropriately and adequately 2
. . . imbact on the financial statements addressed by the Executive Directors,
The Audit Commitiee monitors and % ti reviewed by the external auditor and
reviews the effectiveness of the andremunerarton. . .
G s int | trols includi I reported in these financial statements. o
roup's internal conirols Including a The significant matters considered by e ) 3
material, financial, operational and the Committee, discussed with the The Committee is also safisfied that the g¢c
compliance controls. external audifor and addressed during ~ Processes used to determine the value 23
. . the vear are set out in the table on of the assets and liabilities have been a
it receives an onr_wuol |r1fernol.copfrol v 8410 85 appropriately reviewed, challenged
evaluation questionnaire which is pages O co. g ficiently robust S
leted by senior management ; ; and are sutliciently robust.
comp Y i Further details can be found in note 1 o ) -
and other reports provided by the 1o the financial statements. The significant matters considered by _2
external auditor. ) ) the Committee during the year are 2 %
Based onits review and assessment, the The Commitiee hos considered a set outin the table on pages 84 to 85 2 3
Audit Committee is satisfied that fhere oo Of ofherjudgements made should be read in conjunction with 8
are no sianificant weaknesses in the by management, none of whichwere  the Independent Auditor's report on
Group's %Temcl control structure and material in fhe confext of the Group's pages 109 fo 113 and the significant
p's Interr results or net assets. accounting policies disclosed in
an effective risk management system ; ; note 1 to the financial statements on w8
isin place, and has reported these These included judgements 8 c8
findings fo the Board. concerning the recoverability of page He. 33
. financial assets, the valuation of 4o
It concluded that risks were properly derivative instruments, the disclosure of ®
categorised, understood and acted alternative performance measures and
upon as necessary. compliance with REIT legislation.
Internal control framework Z

The key elements of the Group's internal control framework are as follows:

¢ A defined schedule of matters reserved for the Board's attention
e A documented appraisal and approval process for all significant

capital expenditure

¢ A comprehensive and robust system of financial budgeting, forecasting

and reporting

Executive Committee

Short term cash flow forecasting that is considered weekly by the

* An integrated financial and property management system

* An organisational structure with clearly defined roles, responsibilities and
limits of authority that facilitates effective and efficient decision making

Close involvement of the Executive Directors in day fo day operations

including regular meetings with senior management on all operational

aspects of the business

Disciplined monthly meetings of the Executive, Investment, Asset

Management and Finance Committees

¢ The maintenance of arisk register and risk dashboard highlighting
movements in principal and emerging risks and mitigation strategies

¢ A formal whistle blowing policy
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Accountability continued

Significant financial judgements

Property valuations

4]
I_{% Area of focus

The property valuation is a significant
part of the Group's reported
performance being the largest

line item on the balance sheet at
£1,842.0 million including share of
joinf ventures.

Itis a key determinant of the Group's
profitability, net asset value, total
property return, and drives an element
of variable remuneration and is
therefore a key area of focus.

Itis an ongoing business risk, as
reflected within Risk management
on pages 56 to 57 of thisreport.

For further details on property
valuations refer fo nofes 1 and 9

of the financial statements.

Revenue recognition

D —_—
o— N
o— Reporting Issue

Property valuations are inherently
subjective as they are based on
assumptions and judgements made
by the external valuers which are
underpinned by recent market
fransactions and may noft prove

fo be accurate.

These include future rental growth
and yield assumptions, committed
expenditure on developments, letting
and vacancy assumptions, rent free
periods and lease incentives.

The Committee’s role

All of the Group's investment properties
and those held in joint ventures are
externally valued by two independent
property valuers, CBRE and Sawvills.

The Committee met twice during the
year with the property valuers, as part
of the interim and year end reportfing
process, to challenge and assess the
integrity of the valuation process,
methodologies and outcomes.

The key judgements applied to each
property valuation and any issues raised
with management were considered
and discussed, fo ensure that undue
influence had not been placed on

the valuation process and the valuers
remained independent and objective.

41
I_{% Area of focus

Total revenue for the year, which
primarily consists of renfal income
generated from the investment
property portfolio, was £92.7 million
including share of joint ventures.

Certain transactions are non standard
in nature and include unusual or
complex ferms requiring management
to make judgements as fo whether,
and to what extent, revenue should

be recognised in the year.

D —_—
o— N
o— Reporting Issue

There is arisk of overstatement or
deferral of income in order to meet
performance and remuneration targets
or expectations.

Complexitemsinclude the accounting
forrent free periods and capital
incentives, which vary between

lease contracts and are considered
when property is acquired, sold or as
developments complete as well as
when existing leases are regeared.

The Committee’s role

The Committee received reports from
management and the external auditor
on the timing of revenue recognition
for property and lease transactions
completing in the year, lease incentives
and surrender payments. Consistency
of accounting treatment with previous
years was considered, including in
relation to the following:

Significant fransactions

g
I_{% Area of focus

During the year, the Group fransacted
on £636.5 million of property
acquisitions and sales, as discussed in
detail in the Property review on pages
26 to 33.

D —
B Reporting Issue

Some transactions were large and/
or complex in nature and required
management to make judgements
when considering the appropriate
accounting freatment including
how and when a fransaction should
be recognised and the fair value of
the consideration.

Complexities considered this year
included corporate acquisitions
and sales, rental fop up payments,
conditionality and deferred
completion arrangements.

The Committee’s role

Significant property acquisitions
and disposals were reviewed by the
Committee to the extent that there
were unusual ferms and conditions
or judgement in relation to timing.

The Committee, in conjunction with

the external auditor, received and
challenged management’s accounting
proposals in relation to:
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lease inducements including at Speke,
Coventry and Launceston

¢ The corporate acquisition of
14 distribution assets for £117 million

¢ The corporate disposals of a retail park
in Milford Haven and an office in Marlow
for £84 million

All fransactions were considered in
substance to be property acquisitions and
disposals and not business combinations
under IFRS 3

* The timing of recognition of acquisitions
and disposals based on the transfer
of risks and rewards of ownership,
including the disposal of the Morrisons
store at Loughborough which
exchanged before the year end with
a deferred completion

X .
Conclusion

The Committee concurred with the
approach adopted by management
ineach case.

o
<
°
<.
(]
2
o
-]
g
[1]
-
CX .
Conclusion
Supporting market evidence was The Committee challenged yield and ERV The Committee confirmed to the o
provided to enable the Committee to assumptions and discussed the impact Board that the external property 3
benchmark assets and conclude that the  on values of committed expenditure valuation included within the financial 9,;
assumptions applied were appropriate. on developments, letting assumptions, statements had been carried out %
This year the Committee probed and vacant space, rent free periods and appropriately, independently g
debated any valuations which required lease incentives. and in accordance with industry °
a greater level of judgement or particular  As part of their audit work, Deloitte valuation standards.
issues with the valuers, including property use valuation specialists fo assess and o
under development and valuation challenge the valuation approach, g >
movements that were not broadly in line assumptions and judgements. They 2 g
with the IPD benchmark. meet independently with the valuers - §
and report their findings and conclusions v
fo the Committee.
o
0
(]
2
- £33
X . 2.0
= Conclusion 22
ag
¢ The timing of recognising rentalincome ¢ The accounting for surrender premium The Committee considered the °
arising on developments at Stoke, received af Leicester options available, challenged
Crawley, Huyton, Tonbridge and the judgements made and were
Launceston that completed in the year satisfied that revenue had been
* The accounting for rent free periods and appropriately recognised in the =
financial statements. ~
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Accountability continued

External audit

Deloitte LLP was appointed as
external auditor following a formal
tender process in 2013. Current UK
regulations require rotation of the
lead audit partner every five years, a
formal tender of the auditor every ten
years and a change of auditor every
20 years.

A new lead partner, Georgina
Robb, was appointed following the
conclusion of last year's audit during
which she shadowed the feam and
former partner.

Oversight

Deloitte presented their audit plan for
the year at the planning meeting in
March. The key audit risks and area of
judgement were highlighted and the
level of audit materiality agreed.

Deloitte presented detailed reports

of their findings to the Committee
before the inferim and full year results.
The Committee questioned and
challenged the work undertaken and
the key assumptions made in reaching
their conclusions.

Effectiveness

The Committee has assessed the
performance, independence,
objectivity and fees of the external
auditor through discussions with
the Finance Director and senior
management team and through a
review of the audit deliverables.

In making its assessment, the

Committee considers the qualifications,

expertise and resources of the audit
partner and team as well as the quality

and fimeliness of the audit deliverables.

It reviewed the extent to which
the audit plan was met, the level
of independent challenge and
scrutiny applied to the audit and
the depth of understanding of key
accounting judgements.

It considered the interaction with and
feedback from senior management
on the audit process, focusing on the
early identification and resolution

of issues and judgements and the
quality and timely provision of audit
clearance reports for review. The results
of the audit debrief meeting held
between senior management and

the audit team are relayed to the
Audit Committee along with any areas
identified forimprovement.

Independence

The Committee recognises the
importance of auditor objectivity and
independence and understands that
this could be compromised by the
provision of non audit services.

All taxation services and remuneration
advice is provided separately by

PwC and corporate due diligence

is undertaken by BDO LLP. This year
BDO LLP has also been appointed

to undertake the external audit of
anumber of the Group's subsidiary
company accounts.

However, there may be certain
circumstances where, due fo Deloitte’s
expertise and knowledge of the
Company orreal estate sector, it is
appropriate for them to undertake non
audit work.

The table below sefs out the fees
payable to Deloitte for each of the past
three years. The three year average
ratio of non audit fees (including the
cost of the interim review) to audit
feesis less than 20%, supporting the
Committee’s conclusion that Deloitte
remains independent and that the
level on non audit fees is not material.

Deloitte has confirmed to the

Audit Committee that they remain
independent and have maintained
internal safeguards fo ensure the
objectivity of the engagement partner
and audit staff is not impaired.

They have also confirmed that they
have infernal procedures in place to
identify any aspects of non audit work
which could compromise their role as
auditors and to ensure the objectivity of
their audit report.

Non audit services

The Company'’s policy on non audit
services stipulates that they are
assessed on a case by case basis by
the Executive Directors who observe
the following guidelines:

* Pre approval of fees by the
Executive Directors up to a limit
of £100,000 or referral to the
Audit Committee for review
and approval

Proposed arrangements fo
maintain auditor independence

Confirmation from the
auditors that they are
acting independently

Certain services are prohibited
from being undertaken by the
external auditors including
bookkeeping, preparing
financial statements, design
and implementation of financial
information systems, valuation,
remuneration and legal services

Having undertaken its review, in the
opinion of the Audit Committee, the
2018 audit was appropriately planned,
executed and of a high quality.

There continues to be a good working
relationship between management
and Deloitte, who remain independent
and objective.

Audit and non audit fees to Deloitte

2018 2017 2016
Year to 31 March £000 £000 £000
Audit fees 115 153 153
Review of interim results 27 26 26
Other non audit fees 2 - -
Total 144 179 179
Ratio of non audit fees (including interim review)
fo audit fees 25% 17% 17%

Audit fees paid fo the external auditor in respect of joint ventures fotalled £47,000 at share

(2017: £17,000 at share).
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Auditor reappointment Following their review, the Committee * The report was written in
The external audit was last tendered was safisfied that the going concern straightforward language and o
in 2013 and in accordance with the basis of preparation remained without unnecessary repetition P
. . i =S
current regulation the Company is \o/p%r%prefi and rfegommendegiéhe * The use of any alternative 3
required fo re-tender the audit at least ’rhIO Bl ' ysdo ement be approved by performance measures had <
every 10 years. The Committee believes € board. been adequately explained
Deloitte remains effective inits role The Board'’s confirmation on going and reconciled to the financial o
and has recommended to the Board concernis set out on page 106 and statements and had not been S
that they be appointed for another its Viability Statement is set out on given more prominence than a _3
year. Aresolution fo this effect will be page 40. corresponding measure under IFRS 3
proposed at the AGM in July. ) e g
, , Fair, balanced and understandable  The Audit Committee is satisfied g
There are no immediate plans fo re- . that the Annual Report met @
tender the audit. However, given that At the request of the Board, the Audif this requirement.
2019 will be Deloitte’s sixth consecutive ~ Committee considered whether the o
yearin office, the Committee will 2018 Annual Report was fair, bolonged Committee effectiveness g
consider whether fo re-tender the audit ~ @nd understandable and whether it During the year the Board, led by the g g
over the next two financial years. provided the necessary information Nomination Committee, carried out 23
: : for shareholders fo assess the Group's an externally facilitated ’evoluo‘rion @
The Company has complied with position, performance, business model Fits part 4 S that of
the provisions of the Statutory Audit and strateqy. orfs periormance an aroe —
gy ts Committ
Services for Large Companies Market | i this decision fh s Lommitiees.
Investigation (Mandatory Use of gorfnorfmitlrre]% re'(s:esgglgr:e 2“ fomthe  1ne Directors felt the Audit Committee ~ g
Compehhve Tender Proce'ss'e.s.ond Finance Director on the ?ocedures in confinued fo run smoothly, at a high 2 %
Audit Cqmm|TTee Responsibilities) Order lace and adopted b rF:wono arment standard and was very well supported 2 a2
2014 during the year. P P Y 9 by the Finance Director, senior finance a
in the preparation of the Annual team and the external auditors
Internal audit Report, which, as in previous years, : o
The requirement for a dedicated included the following: The Chairman was commended
internal audit function was reviewed « The establishment of a team of senior iﬁrehsr Og“%;?eplngo? Qﬁggld: w i1
by the Audit Committee durlng the managers drawn from finance, and SElF’DUhr? 9 gg
year and was not felf to be necessary investor relations and property with Y- 28
or appropriate given the size and clear responsibilities for preparation Terms of reference v
relatively simple structure of the Group, and review of relevant sections of The C ith idersit f
the Executive Directors and the infernal B
control procedures in place. Thisiskept ogulor feam meetings were held into account changes fo legislation.
. : during the drafting stages to ensure ) -
under regular review. consistency of tone and message, They were last reviewed and updated &

Going concern and viability

Although the statements on going
concern and viability are a matter for
the whole Board, the Audit Committee
reviewed the appropriateness of
preparing the financial statements on a
going concern basis and whether the
business was viable in accordance with
the Code.

Its assessment included a review of
the principal risks and risk appetite,
the chosen period of assessment,
headroom under loan covenants,
undrawn debt facilities and the
level of stress testing of financial
forecasts undertaken.

Particular attention was paid to the
time horizon chosen to assess the
Company'’s viability and its longer
term prospects.

balanced content and appropriate
linking of the various sections

Regulatory and technical updates
were provided by and discussed
with the external auditor as part
of a technical briefing workshop
attended by relevant staff in
February 2018

The Chief Executive provided early
input fo and agreed the overall
message and tone of the report

¢ The Executive Directors were closely
involved in the initial drafting process
and reviewed their respective
draff sections

¢ An extensive verification exercise
was undertaken to ensure factual
accuracy and consistency
throughout the report

The final draft report was reviewed by
the Audit Committee and discussed
with the Finance Director and

senior management before being
presented for Board approval

in March 2018 and can be found on the
Company's website.

Q\DSDJL,GM 'OV

Rosalyn Wilton
Chairman of the Audit Committee
30 May 2018
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Remuneration

Remuneration Committee report

I am pleased to present the
Remuneration Commuttee’s report on
Darectors’ remuneration for the year to

31 March 2018.

Our Remuneration Policy was

approved for a further three years at
the 2017 AGM with 98.9% of votes
in_favour. The policy s designed to
align executive pay and incentives with
the Company’s goals and encourage

and reward exceptional overall
and indwidual performance.”

James Dean
Chairman,
Remuneration Committee

Membership & Attendance

Tenure  Meetings

Member Date appointed (years)  attended
James Dean 1/10/2010 8 4 (4)
Philip Watson 25/1/2013 5 4 (4)
Andrew Varley
(refired 30 September 2017) 30/5/2013 n/a 2(2)
Rosalyn Wilton 14/7/2016 2 4 (4)
Andrew Livingston 11/7/2017 1 1(2)

Bracketed numbers indicate the number of meetings the member was eligible to attend.

Tenure is measured from date of appointment to the Committee and as at 31 March 2018,
rounded to the nearest whole year.

Highlights this year

* Appointment of Andrew Livingston following the AGM in July
replacing Andrew Varley who retired from the Board and
Committee on 30 September 2017

¢ Reviewed and approved the extension to the Chairman’s
letter of appointment for three years, with a six month mutual
break option, and fees of £230,000 for the year to 31 March
2019, reducing to £215,000 and £200,000 for the following two
years respectively

» Considered a Remuneration Benchmarking report and
Corporate Governance update from PwC

¢ Set challenging targets for the annual bonus and LTIP

Responsibilities of the Committee

» Setting and reviewing the Group’s overall Remuneration Policy
and strategy

» Detfermining and reviewing individual remuneration packages

» Defermining and reviewing the rules for the Long Term
Incentive Plan (LTIP) and the Annual and Deferred Bonus
Plan arrangements

e Approving salaries, bonuses and share awards for the
Executive Directors

This report is structured as follows:

Chairman’s infroduction page 89
Directors’ Remuneration at a glance page 90
Directors’ Remuneration Policy page 94

Annual Report on Remuneration page 96
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Chairman’s infroduction EPRA earnings per share hasincreased  The Committee is satisfied that the level
The primary role of the Remuneration by 3.7% to 8.5p and EPRA net assets of payout under the variable incentive g
Committee is o determine and per share by 10.3% to 165.2p. Like for plans is appropriate and no discretion o
recommend fo the Board a fair like income grew by 4.3% and the was exercised by the Committee in %
reward structure that incentivises Group's total property return of 13.71% relation to these outcomes. <
the Executive Directors to promote oufperformed the IPD Quarterly
and deliver the Group's strategic Universe Index for the Group's LT“T awards ) 5
objectives whilst maintaining stability portfolio of assets of 12.95% by 76 bps. Delivery of long term growth in <
in the management of its long Total accounting return for the year shareholder value is rewarded through 3
term business. was 15.5%. :r:\we Gcrioup’s Lllzéﬁr;cgggﬁmems. %
. , wards over 1,661,282 shares were 2
Our Annual Report on Remuneration  Given the strength of the Company's = 16 416 the Executive Directors 7
contains details of our payouts during ~ Performance andfthe refums enjoyed T Vo TP and deferred bonus 8
the financial year being reportedon Y ifs shareholders, the Committee shares amounting fo 2,333,997 shares
and how we intend to implement considersif appropriafe foreward the {047 e year. The Directors o
the Remuneration Policy for the year E>|<ecu’r|\;e Dflrec’rors W'Tp the v|or|c|1btled disposed of 1,178,416 shares to 3
ending 31 March 2019. This part of the ~ £'SMeNts of remuneration calcuiate settle tax liabilities and retained the 8g
report is subject fo an advisory vote gt [is year. It has also considered pay remaining 1,155,581 shares. &%
the forthcoming AGM. increases, bonuses and LTIP awards of 2
the wider workforce when defermining  sqlary increases
Remuneration ullgngd to §1rategy Executive Directors’ pay. The Committee approved salary —
The performance metrics which Annual bonus increases of 2.5% for the Executive 3
underpin the variable elements of The Executive Directors have delivereq  Directors, effective from 1 June 2018 53
remuneration are EPRA earnings per € efCLfl © .ecr ols avede be ef which are lower than the increases 53
share (EPS), total property return (TPR), successiully against d largé numboer o for employees generally of 4.8%. 23
total accounting refumn (TAR) and fotal ~ OPerational and sfrategic objectives 8
shareholder return (TSR). Three of these  INcludingincome quality and growth, | ooking forward
are KPIs used to monitor performance Eorgfgho rfepotsmoTkr:g,dophrlmsmg Thfe Following an extensive Policy review
of the business against strategic un :_ng s ru(cj: u:e,f N h_eve c;fﬁmen and update last year, the Committee »
priorities as reflected on pages 24 to 25. prlpke 'Qelgn relationships wi believes the current remuneration gy
Perf durina th stakenoigers. arrangements are fair and fit - §
eriormance U"ng. € year This strong financial and non financial for purpose. “ s
The Company has delivered another performance has been taken into H indful of th
very strong set of results this year. account when considering the ﬁwevgrwe are min udo I'?' |
Its successful deployment of the variable elements of remuneration. IC ?jnglng eco(rjwor;ntﬁ and pot Ec
proceeds generated from the equity . andscape and of Ine propose
placing in March 17 into the logistics The Committee has calculated annual  legislative changes to the UK Corporate -
sector and the disposal of non core bonuses for the Executive Directors Governance Code extending the &

assets, including the last remaining
office in Marlow, has secured both
earnings and NAV growth.

We continue to reposition the portfolio
towards the logistics market to reflect
the change in consumer shopping
pafterns and have increased our
exposure in this sector to 69%.

This is supported by a profitable
development programme that has
delivered property completions at
Huyton, Stoke and Crawley fo schedule
and within budget.

Our strategy has delivered strong
financial performance, underpinned
by robust portfolio metrics, supporting
the commitment to a progressive and
well covered dividend. This year the
Directors have increased the dividend
by 5.3% to 7.9p.

to be at 71 - 79% of their respective
maximum levels. This year the Directors
have decided to opt out of the annual
bonus deferral provision in accordance
with the Remuneration Policy, as they
have met the minimum shareholding
requirement of 700% of salary.

Their annual bonuses will be paid

in fullin cash in June 2018.

LTIP vesting

Vesting of the LTIP awards granted

to Executive Directorsin 2015 is
dependent on Company performance
over the three year period to

31 March 2018.

Performance is measured by reference
to TSR versus the FTSE 350 Real Estate
Super Sector and EPRA EPS growth.

The Committee assessed performance
and based on actual EPRA EPS of

8.5p and TSR performance of 30.4%,
94% of awards granted are expected
to vest in June 2018, subject to
continued service.

remit of Remuneration Committees,
strengthening the employee voice and
reporting the pay ratio between the
CEO and the average UK workforce.
We have committed fo publishing the
pay ratio once there is clarity over the
appropriate calculation methodology.

As such, we will continue to review
the policy to ensure it meets our
objective of incentivising and
motivating management to deliver
the Company'’s strategy.

TWJ FDQM

James Dean
Chairman of the Remuneration Committee
30 May 2018
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Remuneration continued

Directors’ Remuneration at a glance

What we awarded during the financial year and why

Total remuneration for Executive Directors llustrative change
in value of shares

owned and

Total Total outstanding

Salary Benefits Pension Bonus LTIP 2018 2017 share awards'

£000 £000 £000 £000 £000 £000 £000 £000

Andrew Jones 520 24 78 679 1,023 2,324 2,506 574
Martin McGann 342 25 51 378 537 1,333 1,415 362
Valentine Beresford 360 24 54 360 566 1,364 1,488 410
Mark Stirling 360 25 54 398 566 1,403 1,488 360

1 Based on anillustrative swing in share price of 10p. For reference, the highest closing share price during the year was 188.40p and the lowest closing price was 155.65p.
The number of shares and share awards was calculated based on the year end total

Actual total remuneration compared

to the 2018 potential
The following charts show the actual remuneration earned we have included the single figure remuneration for the year
by the Executive Directors against the minimum, on target ending 31 March 2018.

and maximum scenarios for the year. In line with the expected changes fo the regulations on

The elements of remuneration have been categorised into policy scenarios, we have also included additional reference
three components: (i) Fixed; (i) Annual Bonus (including points to show indicative share price growth scenarios at
Deferred Bonus); and {iii) LTIP. target (50% growth over three years) and maximum (100%

The target scenarios assume 50% payout of the maximum growth over three years) levels.

opportunity under the annual bonus and 25% (being Actual remuneration is between the on target and maximum
threshold vesting) of the LTIP. For the purposes of comparison  scenarios reflecting the strong performance in the year.

Andrew Jones £000 Martin McGann £000

Minimum On target Maximum Actual Minimum On target Maximum Actual

¥ Fixed M Bonus M LTIP | | Share price growth ¥ Fixed M Bonus M LTIP ' | Share price growth

Valentine Beresford £000 Mark Stirling £000

Minimum On target Maximum Actual Minimum On target Maximum Actual

¥ Fixed M Bonus M LTIP | | Share price growth [ Fixed M Bonus M LTIP | |

Share price growth
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Annual bonus plan - targets and outcomes o
Combining these outcomes =;:
with the personal objectives % of %
Payout target gives the following payouts: £000  maximum Q
Performance measure 25% 50% 100% Actual  awarded Andrew Jones 679 79
EPRA EPS 7.93p 8.07p 8.50p 8.54p 100% Martin McGann 378 79 o
TPR 12.95% 14.24% 15.54% 13.71% 40% Valentine Beresford 360 71 §
Mark Stirling 398 79 %
T
Q
)
2015 LTIPs vesting in the year - targets and outcomes
The estimated number of shares fo)
Payout target % vesting are as follows: Number 3 <
© o
Performance measure 25% 100% Actual  awarded Andrew Jones 574,189 § G
=23
TSR 1.7% 2.6% 30.4% 100%  Martin McGann 301,450 2
EPRA EPS 8.29p 8.66p 8.54p 76% Valentine Beresford 317,438
Mark Stirling 317,438
o
30
The level of LTIP vesting in 2018 demonstrates the successful performance of the Company over the longer term performance =3
period with strong absolute earnings growth and a resulting comparative return performance in excess of the Company'’s 2 %
direct competitors. o
LTIPs granted in the year .
[1]
Bassis of award Share awards Face value  Face value of award E%
(% of salary) Date of grant number per share £000 g’ g
Andrew Jones 200% 16 June 2017 619,500 168.6p 1,044 “ s
Martin McGann 165% 16 June 2017 335,402 168.6p 565
Valentine Beresford 165% 16 June 2017 353,190 168.6p 595
Mark Stirling 165% 16 June 2017 353,190 168.6p 595
=
~

Shareholding of the Executive Directors

% of salary 0% 250% 500% 750% 1,000% 1,250%
Shareholding requirement 700%
Andrew
Beneficially owned shares
Jones
Unvested interests over shares
Shareholding requirement 700%
Martin .
McGann Beneficially owned shares
Unvested interests over shares
Shareholding requirement 700%
Valentine .
Beneficially owned shares
Beresford
Unvested interests over shares
Shareholding requirement 700%
Mark
e Beneficially owned shares
Stirling

Unvested interests over shares
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Remuneration continued

Summary of Policy and operation next year

Elements and operation

Implementation in the year to 31 March 2019

Base salary

An Executive Director’s basic salary is set on appointment and
reviewed annually with changes taking effect from 1 June or
when there is a change in position or responsibility.

When determining an appropriate level of salary, the
Committee considers multiple factors including pay increases
fo other employees, remuneration within comparable
property companies, and the general performance of the
Company and individual.

The Committee decided to increase base salaries for the
Executive Directors by 2.5%. The average increase across the

Group was 4.8%.

Base salary from Base salary from

Executive Director 1 June 2018 1 June 2017
Andrew Jones 535,167 522,115
Martin McGann 351,204 342,638
Valentine Beresford 369,831 360,811
Mark Stirling 369,831 360,811

The maximum contribution is 15% of salary which is payable as
a monthly contribution to the Executive Director’s individual
personal pension plan or taken as a cash equivalent. Salary
sacrifice arrangements can apply.

Executive Directors will receive the 15% of salary supplement in
lieu of pension this year.

Benefits

The Committee recognises the need to maintain suitable
flexibility in the benefits provided to ensure it is able to support
the objective of attracting and retaining personnelin order to
deliver the Group strategy.

Annual bonus

In line with the Policy, each Executive Director receives:
¢ Carallowance

 Private medical insurance

e Life insurance

e Permanent health insurance

Annual performance targets are set by the Committee at
the start of the financial year linked to the Group's long term
strategy of growth in EPRA EPS and TPR.

At least half of the bonus will be linked to the key property
and financial metrics.

Non financial targets are set to measure individual strategic
performance and contribution to the achievement of
portfolio management initiatives and other operational
management objectives.

The payout for on target performance is 50% of the
maximum and the payout for threshold performance is 25%
of the maximum.

Executive Directors who have met their minimum
shareholding requirement have the option to receive the
annual bonus paid in cash.

For those who are yet fo meet the minimum shareholding
requirement, up to 100% of the annual bonus will be paid in
deferred shares vesting after three years.

The maximum bonus opportunity willremain at 165% of
salary for the Chief Executive and 140% of salary for the other
Executive Directors. The performance conditions and their
weightings for the annual bonus are as follows:

Performance

measure Weighting Description of targets

Growthin 35% Growthin Company’s EPRA

EPRA EPS EPS against arange of
challenging targets
Growthin 35% Growthin Company’s TPR against

total property
return (TPR)

IPD Quarterly Universe Index; Full
payout if growth is 120% of the
Index; 50% payout if growth is

110% of the Index; 25% payout if
growth matches the Index; Straight
line inferpolation between limits;
No payout if TPR is negative

Personal 30% Vary between individuals and

objectives include portfolio management
metrics, financial and people
management, investor relations
and regulatory compliance

The Committee believes that the EPRA EPS target and details of
the personal objectives for the coming year are commercially
sensitive and accordingly these are not disclosed. These will be
reported and disclosed retrospectively next year in order for
shareholders to assess the basis for any payouts.
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Summary of Policy and operation next year (continued) o
<
Elements and operation Implementation in the year to 31 March 2019 g
[1]
«Q
Long Term Incentive Plan =
Annual awards of up to 200% of salary for the Chief Executive Performance o Threshold Maximum!
and 165% of salary for the other Executive Directors. measures Weighting  (25% vesting) (100% vesting) e
Awards for the year to 31 March 2019 will be made in line with Tofalshareholder  37.5% Equaltoindex Equal fo upper quartile 3
return (TSR) ranked company =
these levels. : : . 2
Awards will normally vest at the end of a three year period :ggr'r? (CTioRl)Jmmg 37.5%  Equalioindex Equal r&tggi@#gggﬁ 2
ject to: a
subject fo . . . EPRA EPS growth 25% RPI plus 0% RPI plus 4% °
* The Executive Director’s continued employment at the date over three years over three years
of ves’rlng 1 Straight line interpolation between threshold and maximum 9
 Satisfaction of the performance conditions . . 33
Vested dswill b biect o a further t holdi TSR and TAR are relative measures measured against the 8 g
esve owgr > W'. ©su Je.c © 9 urinertwo yecir olding FTSE 350 Real Estate Sector excluding agencies and operators [} (:'3'
period during which Executive Directors cannot dispose of (the Index). Under the TSR element, there will be no payout if 2
shares other than for tax purposes. TSR is negative. The Committee determined that the indices
The Committee may award dividend equivalents on awards would not be weighted.
that vest. The Committee has determined to reduce the EPRA EPS growth >
target range from RPI plus 3% and RPI plus 8% to RPI plus 0% 3 )
and RPI plus 4%. The rationale for this change was as follows: 2 g
e The Company has now substantially completed its §
repositioning of the portfolio to logistics; therefore the
opportunity to increase EPS over the next period, as a result
of the yield arbitrage on disposals of non core assets, has
been materially reduced = 2
* The majority of the Group's leases contain fixed or RPI linked §'§
rent review clauses which limit the ability of the Executive a &
Directors fo grow earnings materially ahead of the index @
* The Company has had along run of very strong EPS
performance as it repositioned itself which has resulted
in a high base point from which to generate future growth
in an increasingly challenging external market =
%

Shareholding requirement

Executive Directors are encouraged to build up and hold a
shareholding equivalent fo a percentage of base salary.
Executive Directors will be required fo retain at least 50% of
the post tax amount of vested shares from incentive plans
until this requirement is met and maintained.

The Committee has infroduced a post leaving shareholding
requirement for the Executive Directors, who must retain
shares equivalent in value to one year's salary for 12 months
post cessation.

Key elements and time period

The shareholding requirement for 2019 is:

e Chief Executive — 700% of salary

¢ Other Executive Directors — 700% of salary

* Newly appointed Executive Directors — 400% of salary

Year ending March 2019
Base salary

2020 2021 2022 2023

Pension

Benefits

Annual bonus
Cash
Deferred shares

LTIP

Non Executive Directors’ fees

Key: Performance period: [l

Vesting period: [l Holding period: [l
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Remuneration continued

Directors’
Remuneration Policy

The Group's Remuneration Policy

is designed to align Executive pay
and incentives with the Company’'s
goals and encourage and

reward exceptional overall and
individual performance.

The Remuneration Policy for
the Group was approved by
shareholders at the 2017 AGM
on 11 July 2017 for a period of
three years.

The following section is an exiract
from the full Remuneration

Policy which can be found

on the Company’s welbsite af
www.londonmetric.com.

Overview of our Policy

The overriding objective is to operate
a fair and transparent Remuneration
Policy which motivates and retains
individuals of the highest calibre and
rewards the delivery of the Group's key
strategic priorities, long term growth
and atfractive shareholder returns.
As well as motivating, remuneration
plays a key role in retaining highly
regarded individuals and needs to
be competitive.

The principles which underpin the
Policy ensure that Executive Directors’
remuneration:

¢ |s aligned to the business strategy
and achievement of business goals

Strategy Link to Remuneration Policy

Is aligned with the inferests of
shareholders by encouraging high
levels of share ownership

Attracts, motivates and retains high
calibre individuals

Is competitive in relation to other
comparable property companies

Is set in the context of pay and
employment conditions of
other employees

Rewards superior performance
through the variable elements

of remuneration that are linked
to performance

The Committee’s remuneration decisions are heavily steered by the Group's strategic direction and corporate objectives.
Itis important that the incentive arrangements operated by the Company are directly linked fo the achievement of

the Company’s strategy and overall corporate objectives. It is the Committee’s belief that the incentive elements of the
Remuneration Policy align with these objectives.

The following table demonstrates how the Company'’s strategic objectives and key performance indicators (KPIs) are
aligned to its variable incentive arrangements of the annual bonus and LTIP. Further details of these KPIs can be found

on pages 24 to 25 of this Annual Report.

Annual Bonus

Strategic objective and key performance indicator

Deliver long term shareholder returns
Total shareholder return

cash

Annual Bonus

deferred shares LTIP

Maximise long term total accounting return

Total accounting return

Maximise property portfolio returns
Total property return

N

N

Deliver sustainable growth in EPRA earnings

EPRA earnings per share

N

N

Drive like for like income growth through management actions

Like for like income growth

N

N

Maintain a higher than market benchmark WAULT

WAULT

N

N

Maintain strong occupier contentment

EPRA vacancy

N

N

Key remuneration objective

Encourage the build-up and retention of shares

The table on pages 92 to 93 provides a summary of the core elements of the Directors’ Remuneration Policy, as well as ifs

implementation in the coming year.
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Shareholding guidelines . - ,

- 99 . . Non Executive Directors’ fees o
Minimum shareholding requirement <
In line with the Group's remuneration The fees for Non Executive Directors and the Chairman are broadly set at a a
principles, the Remuneration Policy competitive level against the comparator group. )
places significant importance on . . . =
aligning the long ferm inferests In general the level of fee increase for the Non Executive Directors and
of shareholders with those of the Chairman will be set taking account of any change in responsibility.
management by encouraging the The aggregate fee for Non Executive Directors and the Chairman will not 8
Executive Directors o build up over a exceed &1 million. 3
five year period and then subsequently The current fees for the Non Executive Director roles are: 3
hold a shareholding equivalent - g
to a percentage of base salary. Chairman £230,000 8
Adhe.r.ence fo ’rhgse guidelir.mets is a Base Non Executive Director fee £48,500
Conlelqn c,)f contlnued parficipation in Senior Independent Director additional fee £5,000
the equity incentive arrangements. . ; ; ; B ; o

N ) ) ) Addifional fee for Audit/Remuneration Committee Chairmanship £10,000 3 §
In oqd|T|on, Exe;uhve Directors will be Additional fee for Audit/Remuneration Committee membership £5,000 ag
required to retain af least 50% of the 23
post tax amount of vested shares from 2
the Company incentive plans until the Other directorships ¢ The remuneration atftracts, motivates
minimum shareholding requirement Executive Directors are permitted and retains high calibre individuals
is met and mom’rom_eq The following to accept external, non executive « The remuneration is competitive 3
fable sets QUT the minimom appointments with the prior approval in relation fo other comparable 39
shareholding requirements. of the Board where such a f ; 23
ppointments property companies 23
e Crc not consideredtohave an * The incentive elements reward 3
requirement adverse impact on their role within superior performance through the
Role (%ofsalary)  the Group. Fees earned may be variable elements of remuneration
Chief Executive 700% retained by the Director. There were that are linked to performance .
- no new appointments in the year. . o . -

Other Executive Directors 700% Andrew Jones is a Non Executive The Committee is mindful of the internal 53

Newly appointed Director of Unite Pic and earned fees of ~ PAY relativities when setfing pay for the g z

Executive Directors 400% £46,130in the year to 31 March 2018. Execufive Directors. )

The other Executive Directors did not The diagram below illustrates the

The Committee has set the requirement  hold external appointments during cascade of pay structures throughout

at 400% of salary for the Policy period the year. gﬁ;ﬁgﬁsﬁ\% Tgif e?:?cla?sf CE]?edcuhve,

for newly appointed Executive Directors . . . =
Employee considerations senior management for the year to z

to reflect the practical maximum that
could be achieved if allincentives were
earned over the Policy period and paid
in shares.

Post leaving shareholding requirement
There is a post leaving shareholding
requirement for the Executive Directors,
who must retain shares equivalent in
value to one year's salary, for 12 months
post cessation.

This requirement provides further long
term alignment with shareholders
and ensures a focus on successful
succession planning.

The Company applies the same
principles to the remuneration of
all employees as it applies to the
Executive Directors, namely that:

* Any incentive compensation is
aligned to the business strategy and
achievement of business goals

¢ The remuneration encourages
employees to become shareholders

31 March 2018.

The Committee believes this
demonstrates a fair and transparent
progression of remuneration
throughout the Company which isin
line with one of its core pay principles
that variable performance based pay
increases with seniority.

Employee considerations

Parficipation

Other Executive Senior

Element of pay Chief Executive Directors Management
LTIP 200% of salary 165% of salary 40% to 125%

of salary

Annual bonus 165% of salary 140% of salary 50% to 100%

of salary

Pension 15% of salary 15% of salary 10% to 15%

of salary

Salary £522,115 £342,638 £100,000

to £360,811 o £200,000
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Remuneration continued

Annual Report
on Remuneration

Set out below is the Annual
Report on Remuneration for

the year ending 31 March 2018
which provides details of how the
Remuneration Policy was applied
and how we intend to apply the
proposed policy for the year to

31 March 2019. It is subject fo an
advisory vote at the forthcoming
AGM and complies with UK
Corporate Governance Code,
Listing Rules and The Large and
Medium Sized Companies and
Groups (Accounts and Reports)
(Amendment) Regulations

2013. The areas of the report
which are subject to audit have
been highlighted.

The role of the Remuneration Committee

The Committee determines Directors’
remuneration in accordance with
the approved policy and its terms

of reference, which are reviewed
annually by the Board and are
available on the Company’s website
at www.londonmetric.com.

The Board recognises that it is
ultimately accountable for executive
remuneration but has delegated

this responsibility to the Committee.

All Committee members are Non
Executive Directors of the Company,
which is an important pre-requisite to
ensure Executive Directors’ pay is set by
Board members who have no personal
financial interest in the Company other
than as potential shareholders.

The Committee meets regularly without
the Executive Directors being present
and is independently advised by

PwC, a signatory of the Remuneration
Consultants’ Code of Conduct and
which has no connection with the

Group other than in the provision of
advice on executive and employee
remuneration matters and taxation
advice. Total fees paid to PwC in
respect of remuneration advice to the
Committee were £98,500 calculated
on both hourly and fixed fee bases.

No Executive Director is involved in the
determination of his own remuneration
and fees for Non Executive Directors
are determined by the Board as
awhole.

The Company Secretary acts as
secretary to the Committee and the
Chief Executive and Finance Director
attend meetings by invitation but are
not present when their own pay is
being discussed.

The Chairman of the Committee
reports to the Board on proceedings
and outcomes following each
Committee meeting.

Meetings and activities

The Committee met on four occasions during the year.

The main activities of the Committee during the year and to the date of this report were as follows:

» Set abase EPS target for the 2017 LTIP awards and annual bonus for the year to 31 March 2018

Approved Executive Directors’ share awards under the LTIP following the announcement of the Company’s results
for the year ended 31 March 2017

Approved the Deferred Bonus Shares vesting in the year for Executive Directors

Assessed the performance of Executive Directors against targets set at the beginning of the year and determined
annual bonuses for the year

Reviewed and approved annual salary increases effective from 1 June 2018 and reviewed against pay increases
within the wider workplace

Reviewed and approved the Chairman’s annual fee to be fixed at £230,000 per annum until 31 March 2019,
reducing to £215,000 and £200,000 for the following two years respectively

External evaluation of its own performance and review of its terms of reference

Reviewed and approved the Remuneration Committee Report
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Single total figure of remuneration for each Director (audited) o
Salary and fees Benefits' Pension? Annual bonus® LTIP Total g—

. 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 g
Director £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 <
Executive
Andrew Jones 520 510 24 24 78 77 679 751 1,023 1,144 2,324 2,506 o
Martin McGann 342 885 25 25 51 50 378 418 537 587 1,333 1,415 §
Valentine %
Beresford® 360 58 24 25 54 58] 360 44] 566 616 1,364 1,488 %L
Mark Stirling 360 858 25 25 54 58] 398 44] 566 616 1,403 1,488 §
Non Executive ®
Patrick Vaughan? 250 320 9 9 - = - - = 259 329
Charles Cayzer - 31 - = - = - = - = - 31 o
James Dean 63 62 - - - - - - - - 63 62 3o
Andrew Livingston 56 43 - = - - - — - = 56 43 & %‘
Alec Pelmore 53 52 - - - - - - - - 53 52 a
Andrew Varley 29 57 - - - - - - - - 29 57
Philip Watson 58 55 - - - - - - - - 58 55
Rosalyn Wilton 68 65 - = - = - = - = 68 65 _g
Suzanne Avery - = - = - = - = - = - = 25
1 Taxable benefits include the provision of a car allowance for Executive Directors The estimated figures disclosed in the previous Annual Report for 2017 vesting has g g

and private medical insurance been restated to reflect final vesting figures and the share price on the date of 8
2 Pension contribution is 15% of salary (excluding any salary sacrifice) and may be vesting. The estimated share price used was 152.0p and the actual share price
taken partly or entirely in cash on vesting was 171.65p. The differences in value were : Andrew Jones £144,000,
3 Annual bonus payable in respect of the financial year ending 31 March 2018 Martin McGann £74,000, Valentine Beresford £76,000 and Mark Stirling £76,000.
paid fully in cash as minimum shareholding requirements met 5 The bonus payable to Valentine Beresford has been adjusted to take account of
4 2015 LTIP awards expected to vest in June 2018 for the performance period to his leave of absence »
31 March 2018. The value of the award has been calculated by multiplying the 6 Private Medical Insurance benefit has continued at the discretion of the g%
estimated number of shares that will vest, including the dividend equivalent, Remuneration Committee since becoming a Non Executive Chairman g o
by the average share price for the three months to 31 March 2018. o ‘Z
»w g
The Committee believes it is important Annual bonus outcome for the year ended 31 March 2018 °
to take o’hohshc view of the Executive The annual bonus performance targets set for the year to 31 March 2018 and
Directors’ fofal wealth when considering e gssessment of actual performance achieved is set out in the table below.
the single figure of remuneration. i
The Executive Directors have very Bonus awards are based 70% on the Company'’s financial performance -
large shareholdings in the Company and 30% on the individual’s contribution in the year. g

and are exposed to relatively small
changes in the share price significantly
affecting their overall wealth. In the
Committee’s opinion, the impact of

The financial performance element measures growth in EPRA EPS and Total
Property Refurn relafive to the IPD Quarterly Universe Index for the Group's
portfolio of assets. In determining the base EPRA EPS target, the Committee looks
to maintain consistency with longer term incentive targets but is mindful of shorter

share price movements on the tfotal term strategic priorities and changing market conditions. The 2018 annual bonus é’
wealth of jrhe Directoris mqre |‘mporfont outcome is set out in the table below. 3
than the single figure. The significant 2
shareholding encourages Directors to Financial Individual Bonus % Bonus%  Totalbonus §
take a long term view of the sustainable objectives objectives  of maximum of salary £000
performance of the Company, Andrew Jones 49% 30% 79% 130% 679
Which is criﬁcyol.in a cyclical business. Martin McGann 49% 30% 79% 10% 378 B
The Directors’ significant exposure fo Valentine Beresford 9% 22% 7% 100% 0 o3
share price movements is a key facet of - fgv 8
the Company’s Remuneration Policy. Mark Stirling 49% 30% 79% 110% 398 2 g
Group financial targets
Performance Basis of Range Maximum Actual
measure Weighting calculation (0%) (25%) (50%) (100%) performance % awarded
Growth in EPRA
EPRA EPS 35% Erfsllchi-nST Tc?r(g]jseet 7.93p 8.07p 8.50p 8.54p 100%
a challenging
base target 7.80p
Total property 35% Growth iqlTFF,’g Positive TPR TPRis TPR is 13.71% 40%
return (TPR) Quorfeﬁgalr:}\s/erse growth  matches 1.1 times 1.2 fimes
index index index index
12.95% 14.24% 15.54%
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Remuneration continued

Individual non financial targets

Executive Directors’ non financial
targets accounted for 30% of

the maximum bonus award.

Personal objectives were aligned to
the delivery of the Group's key strategic
objectives. The Committee felt that

their individual personal objectives
and approved a full payout for all
Directors except Valentine Beresford
who was awarded a 75% payout of the
maximum level, which was adjusted to
take account of his leave of absence.

The table below outlines the

key personal objectives set and

the Committee’s assessment of
performance for each of the Executive
Directors for the annual bonus
awarded in the year to 31 March 2018.

all Executive Directors had achieved

Objective Assessments
Andrew ° Portfolio focus to maximise both EPS  Increase in EPRA EPS of 3.7% from 8.2p to 8.5p, providing cover for a 5.3% increase
J and NAV growth in dividend in the year
ones * Strongincrease in EPRA NAV per share of 10.3% from 149.8p to 165.2p
¢ Recycling capital with sell down of non core assets * Investment in preferred sectors increased to 91% of the overall portfolio from 83%
last year, with distribution at 69% of the portfolio
* Focus onincome quality to deliver growthin * Growthin earnings in the year and projected 5.3% increase in dividend
sustainable eamings * WAULT maintained at 12.4 years (2017: 12.8 years) despite a year passing
* Like forlike income growth at 4.3%
¢ Lengthen and strengthen relationships with ¢ 209 investor meetings in the year and strong share price performance
key stakeholders: institutional shareholders, « Confinuing focus on PCMs which now account for 40% of the register
gg\émeiecrl'se;r:é"gggr ;‘nTSonogers (PCM), « Continuation of strong portfolio metrics
up 4 * Occupancy remains in excess of 97% (retail portfolio 100%) and strong
like for like growth
« Strengthened relationships with fop tenants, including Amazon
* Focused programme in support of key analysts. Strong feedback from FTI analyst
survey ahead of results announcement
* Continue to review the team in line with our ¢ Further team realignment and headcount reduction ensures continuing focus on
evolving portfolio strategy right team with right skills
* Reinforce the position of the company as leading * Reinforcement of ‘end to end’ logistics is well received in the market. Increased
investor/partner of choice in logistics emphasis on urban logistics well received by stakeholders
Martin ¢ Optimising the funding structure to support the real * Modification to Helaba facility to reduce quantum and extend maturity to 7 years
McGann estate strategy « Focus on building relationships with future potential PP investors
 Deliverrisk management/corporate governance * Focus on Board diversity leading to appointment of Suzanne Avery to the Board
agenda fo increasing satisfaction of stakeholders « Continued focus on risk dashboard/register at Board/Audit Committee
¢ Focus onincome quality to deliver growth in our * Growthin earningsin the year and projected 5.3% increase in dividend
sustainable earnings * WAULT maintained at 12.4 years (2017: 12.8 years) despite a year passing
« Like forlike income growth at 4.3% (2017: 4.6%)
* Improve our ranking in the EPRA/GRESB ¢ Enhanced ranking in sustainability benchmark
sustainability rankings * GRESB Green Star, EPRA sustainability Gold Award
« Allresponsible business targets met
¢ Improve EPRA cost ratio ¢ Improved cost ratio of 15.3% (2017: 16.3%)
¢ Maintain LTV at less than 40% e LTV at 35% (2017: 30%)
Valentine °* Continue to reposition portfolio with the objective of ¢ Logistics portfolio now 69% (2017: 62%) and the retail park portfolio reduced to 7%
increasing distribution to ¢.70% and reducing retail (2017: 9.5%)
Beresford s bias to 10% in the year
« Selldown non-core, ex-growth and « Sale of last office at Marlow in the year
underperforming assets * Residential portfolio reduced to 51 units at the year end
* Continue fo strengthen team and integrate whole * Continued strong performance and fine tuning of feam to ensure right people
Investment team into broader Company business with right skills
* Promote Company as ‘partner of choice' with « Evidence of ‘'off market’ opportunities testament to strong reputation amongst
developers, vendors and agents developers and agents
Mark « Portfolio focus to deliver both income and * Strong portfolio metrics with like for like growth at 4.3% and total property return
Siirling capital growth exceeding the IPD benchmark

Continuing focus on asset management to lengthen
and strengthen ourrent roll

* Asset management activity delivered 58 deals in the year. 31 lettings achieved
as ERV uplift of 22%. Average lease lengths on new lettings over 15 years

Continuing to increase and improve our
development pipeline through new opportunities
and new planning consents

.

Additional development schemes at Bedford, Weymouth, Huyton and Frimley
in the year
Continued focus on funding and development opportunities

Maintain our high occupancy

.

Occupancy remains in excess of 97% (Retail portfolio at 100%)

Retain our position as partner of choice amongst
key retailers

Continued focus onreal estate needs of retailers leading to 73% of the logistics
portfolio being let to retailers
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Deferred Bonus Plan
For previous years up fo and including At the date of this report, each Further shares representing one third 8
last year's bonus award, 50% of the Executive Director’s shareholding of the June 2015, June 2016 and June g-
annual bonuses of the Executive exceeds the minimum requirement. 2017 awards are expected to vest g
Directors were deferred and payable L . in June 2018. <
; Dividend equivalents accrue on
by way of shares in three equal def dsh held. | ‘r g Def dsh held i
instalments over three years, subject eferred shares held. Income fax anc eferred shares are held in an
: ’ employees’' national insurance liabilities  Employee Benefit Trust which at o
only to confinued employment. <
; ) are payable onrelease based on the 31 March 2018 held 3,323,482 shares.
The Remuneration Policy approved market value of the shares at that date g
in July 2017 allows the Directors to opt * Oufstanding deferred bonus shares 3
out of bonus deferral if the minimum One third of the deferred shares held by the Executive Directors are set T
shareholding requirement is met. granted on 19 June 2014, 11 June 2015 outin the table below. §
and 8 June 2016 and held at 31 March
2017, vested on 19 June 2017.
o
S
Entitlement to Ordinary shares g,g
Face value Notional 23
on granf' A1 April Awarded dividend Released At 31 March a
Date of grant £000 2017 inthe year shares in the year 2018
Andrew Jones 19 June 2014 360 101,423 - 171 (101,594) -
11 June 2015 290 128,446 - 3,744 (65.037) 67,153 g
8 June 2016 291 187,804 - 6,506 (63,395) 130,915 % 3
16 June 2017 376 - 222,852 7,250 - 230,102 2 %
Martin McGann 19 June 2014 166 46,778 - 78 (46,856) - “
11 June 2015 158 70,243 - 2,048 (35,567) 36,724
8 June 2016 159 102,706 - 3,558 (34,669) 71,595 ®
D n
16 June 2017 209 - 124,088 4,037 - 128,125 839
=]
Valentine Beresford 19 June 2014 197 55,466 - 93 (55,559 - 2 %
11 June 2015 167 73,969 - 2,157 (37,454) 38,672 ?
8 June 2016 168 108,152 - 3.750 (36,508) 75,394
16 June 2017 220 - 130,670 4,251 - 134,921
Mark Stirling 19 June 2014 197 55,466 - 93 (565,559) - x
11 June 2015 167 73,969 - 2,157 (37,454) 38,672 &
8 June 2016 168 108,152 - 3.750 (36,508) 75,394
16 June 2017 220 - 130,670 4,251 - 134,921

1 Face value is the weighted average share price over the five business days immediately preceding the date of the award. For 2014 this was 136.9p, for 2015 this was
168.2p, for 2016 this was 160.7p and for 2017 this was 168.6p

Long Term Incentive Plan
Awards granted in the year to 31 March 2018 are summarised in the table below.

@
°)
<
)
e
3
o
3
3]
o

Face value of

Basis of award Share awards Face value award "
(% of salary) Date of grant number per share £000 g
Andrew Jones 200% 16 June 2017 619,500 168.6p 1,044 % %
Martin McGann 165% 16 June 2017 335,402 168.6p 565 22
Valentine Beresford 165% 16 June 2017 353,190 168.6p 595
Mark Stirling 165% 16 June 2017 353,190 168.6p 595

The face value is based on a weighted average price per share, being the average share price over the five business days
immediately preceding the date of the award. Awards will vest after three years subject to continued service and the
achievement of performance conditions.



] 0 0 LondonMetric Property Pic

Annual Report and Accounts 2018

Remuneration continued

Performance condition

TSR measured against FTSE 350 Real Estate Super Sector
excluding agencies and operators (37.5% of Award)

Vesting level

TSR less than index over 3 years

0%

TSR equals index over 3 years'

25%

TSR between index and upper quartile ranked company
in the index!

Pro rata on a straight line basis between 25% and 100%

TSR equal or better than the upper quartile ranked company
in the index!

100%

Total Accounting Return (TAR) measured against FTSE 350
Real Estate Super Sector excluding agencies and operators
(37.5% of Award)

TAR less than index over 3 years

0%

TAR equals index over 3 years

25%

TAR between index and upper quartile ranked company
in the index

Pro rata on a straight line basis between 25% and 100%

TAR equal or better than the upper quartile ranked company 100%
in the index

EPRA EPS growth against a base target plus RPI (25% of award)

Less than base plus RPI plus 3% over 3 years 0%
Base plus RPI plus 3% over 3 years 25%

Base plus RPI plus between 3% and 8% over 3 years

Pro rata on a straight line basis between 25% and 100%

Base plus RPI plus 8% over 3 years

1 TSR must be positive over 3 years

100%

The adjusted EPRA EPS base target for the three year performance periods commencing 1 April 2015, 1 April 2016 and

1 April 2017 has been set at 7.45p, 7.77p and 8.16p respectively. The Group's three year financial forecast was taken into
account when setting these targets along with consideration of strategic goals and priorities, proposed investment and
development plans, gearing levels and previous years' results. Targets are considered challenging yet achievable in order
to adequately incentivise management and are in line with the Company'’s strategic aim of delivering long term growth

for shareholders.

Awards expected fo vest in the year to 31 March 2019 in relation to the three year performance period commencing

1 April 2015 are summarised below.

Range Actual %
Performance measure Weighting Basis of calculation (0%) (25%) (100%)  performance awarded
Total shareholder return (TSR) 75%  Growthin TSR against <1.7% 1.7% 2.6% 30.4% 100%
FTSE 350 Real Estate
Index
EPRA EPS 25% Growthin EPRA EPS <8.29p 8.29p 8.66p 8.54p 76%
against a challenging
base target
Estimated face
LTIP Estimated value of award’
Director % of maximum number of shares £000
Andrew Jones 94% 574,189 1,023
Martin McGann 94% 301,450 537
Valentine Beresford 94% 317,438 566
Mark Stirling 94% 317,438 566

1 The face value is based on the average share price for the three months to 31 March 2018 of 178.3p
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Outstanding LTIP awards held by the Executive Directors are set out in the table below. o
(=
Number of shares under award’ g—
Notional g
Date of  Face value At Granted dividend Vested At 31 March Performance <
Director grant ongrant 1 April 2017 inyear shares inyear 2018 Period
31.3.2017 <
11.6.2015 168.2p 584,186 - 26,653 - 610,839 1.4.2015 to 3
31.3.2018 §
8.6.2016 160.7p 659,957 - 30,111 - 690,068 1.4.2016 to g
31.3.2019 @
16.6.2017 168.6p - 619,500 20,153 - 639,653 1.4.2017 to
31.3.2020 o
Martin McGann 19.6.2014 136.9p 337,422 - 4,281 (341,703) - 1.4.2014 to § 2‘
31.3.2017 85
11.6.2015 168.2p 306,698 - 13,993 - 320,691 1.4.2015 to a
31.3.2018
8.6.2016 160.7p 357,306 - 16,302 - 373,608 1.4.2016 to
31.3.2019 g
16.6.2017 168.6p - 335,402 10,912 - 346,314 1.4.2017 to % %
31.3.2020 E3 %
Valentine Beresford 19.6.2014 1369p 355,320 - 4,506 (359,826) - 1.4.2014 to @
31.3.2017
11.6.2015 168.2p 322,964 - 14,735 - 337,699 1.4.2015 to
31.3.2018 = 3
8.6.2016 160.7p 376,256 - 17,166 - 393,422 1.4.2016 to g‘é
31.3.2019 a5
(]
16.6.2017 168.6p - 353,190 11,490 - 364,680 1.4.2017 to
31.3.2020
Mark Stirling 19.6.2014 136.9p 355,320 - 4,506 (359.826) - 1.4.2014 to
31.3.2017
11.6.2015 168.2p 322,964 - 14,735 - 337,699 1.4.2015 to z
31.3.2018
8.6.2016 160.7p 376,256 - 17,166 - 393,422 1.4.2016 to
31.3.2019
16.6.2017 168.6p - 353,190 11,490 - 364,680 1.4.2017 to o
31.3.2020 %
1 Awards granted as nil cost options g
Directors’ shareholdings and share interests (audited)
The beneficial interests in the ordinary The shareholding guidelines The Executive Directors have
shares of the Company held by the recommend Executive Directors build entered info individual personal o
Directors and their families who were up a shareholding in the Company loan arrangements with J P Morgan % 3
in office during the year and at the atleast equal to seven times salary. International Bank Limited and granted 23
date of this report are set out in the All Executive Directors complied with pledges over ordinary shares in the 22
table on page 102. this requirement at 31 March 2018 Company as security in connection
R , and as at the date of this report. with the loans. The loans were used
There were no movements in Directors - . f -
; No Director had any interest or contract  to repay debt secured against various
shareholdings between 31 March 2018 ith the C bsidi identiali i t ties held
and the date of this report Wi e Company or any subsidiary residential investment properties he
’ undertaking during the year. personally. The number of shares

pledged by each of the Directors is
reflected in the fable on page 102.
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Remuneration continued

Overall Overall
beneficial beneficial Total Number
Interest Interest LTIP shares interests Share of shares
31 March 2018 31 March 2017 subject to Deferred asat ownership Shareholding  pledged as
Ordinary shares  Ordinary shares performance bonus 31 March as % of guideline  at 31 March
of 10p each of 10p each conditions shares 2018 salary’ met 2018
Executive Directors
Andrew Jones 3,371,802 2,897,922 1,940,560 428,170 5,740,532 1151% Yes 3,026,802
Martin McGann 2,341,585 2,603,148 1,040,613 236,444 3,618,642 1218% Yes 2,341,585
Valentine Beresford 2,757,059 2,498,400 1,095,801 248,987 4,101,847 1362% Yes 2,343,183
Mark Stirling 2,250,721 1,992,062 1,095,801 248,987 3,595,509 1112% Yes 1,782,017
Non Executive Directors
Patrick Vaughan? 12,854,000 13,277,500
Suzanne Avery 2,750 -
James Dean 20,000 20,000
Andrew Livingston 68,898 68,898
Alec Pelmore 145,500 145,500
Philip Watson 264,000 264,000
Rosalyn Wilton 50,000 50,000
1 Based on the Company's share price at 31 March 2018 of 178.2p and the beneficial interests of the Directors
2 Beneficialinterest includes shares held in a family trust (123,000) and by spouse (15,500)
Performance graph
The first graph below shows the Group’s  The starting point required by the Total shareholder return measures share
total shareholder return (TSR) for the remuneration regulations was price growth with dividends deemed fo
period from 1 October 2010, when the close to the bottom of the property be reinvested on the ex-dividend date.

Company listed on the Main Market
of the London Stock Exchange, to

31 March 2018, compared to the FTSE
All Share REIT Index, the FTSE 350 Real
Estate Index and the FTSE 350 Real
Estate Super Sector index. These have
been chosen by the Committee asin

cycle where a number of property
companies launched rights issues while
the Company did not. The Company’s
share price had not fallen as much as
the average share price of the FTSE
Real Estate sector prior to this starting
point, thereby setting a higher initial

The Company’s total shareholder return
over the period since merger in 2013
has outperformed all indices as shown
in the second graph below.

previous years as they are considered base price for this graph.
the most appropriate and relevant
benchmarks against which to assess
the performance of the Company.
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Chief Executive’s remuneration table Statement of voting at AGM
The table below details the remuneration of the Chief At the AGM on 11 July 2017, the Annual Report on 8
Executive for the period from the Company’s listing on the Remuneration was approved with votes from shareholders g-
main market of the London Stock Exchange on 1 October representing 71% of the issued share capital of the Company. g
2010 to 31 March 2018. . , . . . <
The Directors’ Remuneration Policy was approved with
Annualbonus  LTIPvesting  votes from shareholders representing 71% of the issued share
Total (asa%ofthe (asa%ofthe  cqpitg] gt the time. The details of these outcomes are below. o)
remuneration maximum maximum <
vearto 31 March £000 payout) opportunify) 2017 Annual Report on 2017 Directors’ §
2018 2,324 79 94 Remuneration Remuneration Policy 3
2017 2,506 89 100 Votes cast % Votes cast % ';U—;
2016 2,792 77 100 For 490,941,362 97.60 492,623,371 98.92 o
2015 1167 78 _  Against 12,049,738 240 5,370,453 1.08
2014 1,296 100 —  Withheld 56,157 5,053,433 . g
2013 (Andrew Jones)] 166 100 — Total 503,047,257 503,047,257 8_ g
gz
2013 (Patrick Vaughan)' 583 100 - Onthe basis of strong shareholder support for the Policy, é
2012 664 100 _ nochanges were made this year.
2012 323 100 - Statement of implementation of Remuneration Policy
1 Andrew Jones became Chief Executive and Patrick Vaughan became Chairman for the year ending 31 March 2019 fI)’
lc:wr\w/gngﬂoennL;SIrDylgomfo\lowmg the merger of the Company with Metric Property The table on poge; 92 to 93 illustrates howlwe intend to . % %
2 For the six months from the Company’s listing on 1 October 2010 o 31 March 2011 implement our policy over the next financial year and gives 8
X X X . details of remuneration payments and targets. 2
Percentage change in Chief Executive’s remuneration ) )
h i h in the Chief E five! I am always available to shareholders to discuss the
€ perceTrj o%e € %nge nine Lhietbxecy |vedst i Remuneration Policy and its implementation and can be
remuneration from e prévious year compared io ihe contfacted through the Company Secretary. »
average percentage change in remuneration for all other =3
employees is as follows: I look forward to the support of shareholders for this year's 29
Annual Report on Remuneration. 2g
% change - o
Salary Taxable Annual
and fees benefits bonus WJ FD_QM
Chief Executive 2.5% 0.2% -9.6%  james Dean
Other employees ggﬂ;n;g&%f the Remuneration Committee .
(excluding Chief Executive) 4.8% 0.6% -4.9% Z

Payments to past Directors and for loss of office

There have been no payments made to retiring Directors or
for loss of office in the year.

Relative importance of spend on pay

The table below shows the expenditure and percentage
change in spend on employee remuneration compared to
other key financial indicators.

2018 2017 %
£000 £000 change
Employee costs! 9,425 9,716 -3.0%
Dividends? 51,372 45,904 +11.9%

1 Figures taken from note 4 Administration expenses on page 124 and are stated
before any amounts capitalised and exclude share scheme costs

2 Figures taken from note 7 Dividends on page 126

@
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Report of the Durectors

Report of the Directors

I am pleased to present the Report of
the Durectors together with the audited

financial statements for the year ended
31 March 2018.

The Corporate Governance report
on pages 62 to 103 forms part of
this report.”

Martin McGann
Finance Director

Annual General Meeting

The Annual General Meeting (‘AGM’) of the Company will be
held at the Connaught, Carlos Place, Mayfair, London W1K 2AL

at 10 amon 11 July 2018.

The Nofice of Meeting on pages 148 to 151 sets out the proposed
resolutions and voting details.

The Board considers that the resolutions promote the success

of the Company, and are in the best interests of the Company
and its shareholders. The Directors unanimously recommend
that you vote in favour of the resolutions as they infend to do

in respect of their own beneficial holdings, which amount in
aggregate to 24,126,315 shares representing approximately 3.5%
of the existing issued ordinary share capital of the Company as

at 29 May 2018.

Additional information which is incorporated into this report by
reference, including information required in accordance with
the Companies Act 2016 and Listing Rule 9.8.4R can be found

on the following pages:

Review of business and
future developments

Throughout the Strategic report
on pages 01 to 60

Principle risks

Risk management section of Strategic
report on pages 48 to 59

Viability statement

Page 60

Directors’ details

Directors’ biographies on pages 64
and 65

Directors’ interests

Remuneration report on page 102

Employee involvement
and engagement

Responsible Business report on page 45

Greenhouse gas emissions

Responsible Business report on page 44

Financial instruments

Note 14 on page 134

Financial risk
management policies

Note 14 and Risk management on
pages 132 to 133

Interest capitalised

Note 5 on page 125

Details of long term
incentive schemes

Remuneration report on pages 99 to 101
and on page 93

Shareholder waivers
of dividends

Report of the Directors on page 105

Related party transactions

Note 19 on page 136

Post balance sheet events

Note 20 on page 136

All other subsections of LR 9.8.4R are not applicable.
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Company status and branches Of the total dividend for 2018 of 7.9p, Shares held in the Employee
LondonMetric Property Plc is a Reall 7.25p was payable as a PID asrequired  Benefit Trust 8
Estate Investment Trust (‘REIT') and by REIT legislation, after deduction The Trustees of the LondonMetric Long &
the holding company of the Group, of withholding tax at the basic rate Term Incentive Plan hold 3,323,482 g
which has no branches. It is listed ofincome tax. The balance of 0.65p shares in the Company in trust to satisfy <
on the London Stock Exchange with was payable as an ordinary dividend awards under the Company's Long
a premium listing. which'is nof subject to withholding fax.  1grm Incentive and Deferred Bonus o
L. - . plans. The Trustees have waived their S
Principal activities and Investment properties right to receive dividends on shares 3
business review A voluo.fion of the Group's investment held in the Company. %
The principal activity of the Group pr%pefrhis 0L3] CAQOR:ECF QQT] SdWOSd -?_:
continues fo be property investment ynaerfaken by PRE Limifec an substantial shareholders a
and development, both directly and Sov!lls Ad\{|sory Servpes Limited on the e Directors . - @
through joint venture arrangements. basis of fair value which amounted € bireciors nave beer Notie
_ to £1,842.0 million including the that the following shareholders o
The purpose of the Annual Reportisto  Group's share of joint venture property have a disclosable interest of 3% or 3¢S
provide information fo the members of  gsreflected in notes 9 and 10 to more in the ordinary shares of the 8 g
the Company whichis a fair, balanced  these accounts. Company at the date of this report: o3
and understandable assessment of the . Number a
Group's performance, business model Share capital shareholder of shares 7
and strategy. A detailed review of the As at 31 March 2018, there were
Group's business and performance 697,216,196 ordinary shares of 10p in BlackRockinc 52983154  7.60 P
during the year, ifs principal risks issue, each carrying one vote and Rathbones 48754039  6.99 59
and uncertainties, its business all fully paid. The Company issued =3
model, strategy and its approach to 4,833,765 ordinary shares under the Troy Asset 34,654,720 4.97 2 §
responsible business is containedinthe  terms of its Scrip Dividend Scheme Management o
Strategic report on pages 01 to 60and  in the year. Since the year end the )
should be read as part of this report. Company issued a further 218,858 igg%oergri-'fe 33109728 475
The Annual Report contains certain ordinary shares in relation fo the third w8
forward looking statements with respect ~ Quarterly dividend scrip alternative. Cohen &Steers  31,.064082  4.45 §'§
fo the operations, performance and  There is only one class of share in issue ne 2z
financial condition of the 'GrOUp. By their and there are no restrictions on the Ameriprise 25,676,634 3.48 o
nature, these statements involve risk size of a holding or on the transfer Financial Inc
and uncertainty because theyrelate to  of shares. None of the shares carry
future events and circumstances which  any special rights of control over the The Vanguard 24900197  3.57
can cause results and developments Company. There were no persons with Group Inc
to differ from those anficipated. significant direct or indirect holdings in Z
The forward looking statements reflect the Company other than those listed Woodiford 22,481,579 3.22 .
knowledge and information available g5 substantial shareholders opposite. nvesiment
at the date of preparation of this Annual ) ) Management
Report. Nothing in this Annual Report The rules governing appoinfments,
should be construed as a profit forecast. ~ fePlacement and powers of Directors - . 4 o

Results and dividends

The Group reported a profit for the year
of £186.0 million (2017: £63.0 million).

The first two quarterly dividends for 2018
totalling 3.7p per share were paid in the
year as Property Income Distributions
(PIDs).

The third quarterly dividend of 1.85p
was paid following the year end on

19 April 2018 as a PID. The Directors
have approved a fourth quarterly
dividend of 2.35p per share payable
on 11 July 2018 to shareholders on the
register at the close of business on

8 June 2018, of which 1.7p will be paid
as a PID.

The total dividend charge for the year
to 31 March 2018 was 7.9p per share,
anincrease of 0.4p or 5.3% over the
previous year.

are contained in the Company's
Articles of Association, the Companies
Act 2006 and the UK Corporate
Governance Code. These include
powers to authorise the issue and

buy back of shares by the Company.
The Company’s Arficles can be
amended by Special Resolutionin
accordance with Companies Act 2006.

Purchase of own shares

The Company was granted authority
at the Annual General Meeting in

2017 to purchase its own shares up

fo an aggregate nominal value of

10% of the issued nominal capital.

That authority expires at this year's AGM
and a resolution will be proposed for

its renewal. No ordinary shares were
purchased under this authority during
the year.

The present membership of the Board
and biographical details of Directors
are set out on pages 64 and 65.

The interests of the Directors and their
families in the shares of the Company
are set out in the Remuneration
Committee report on page 102.

The Board appointed Suzanne Avery
as a Director on 22 March 2018.

In accordance with the UK Corporate
Governance Code and in line with
previous years, all of the Directors

will offer themselves for election and
re-election by the shareholders at the
forthcoming AGM on 11 July 2018.

The powers of Directors are described
in their Terms of Reference, which are
available onrequest.
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Report of the Durectors continued

Directors’ and Officers’ liability
insurance

The Company has arranged Directors’
and Officers’ liability insurance cover

in respect of legal action against

its Directors, which is reviewed and
renewed annually and remains in force
at the date of this report.

Employees

At 31 March 2018 the Group had

36 employees including all Directors.
The Company promotes employee
involvement and consultation and
invests time in ensuring staff are
informed of the Group's transactions,
activities and performance through
internal email communication of
corporate announcements and
periodic updates by the Chief
Executive. The Group's interim and
annual results are presented to all staff
by the Executive Directors. Staff receive
regular briefings, presentations and
email communication on other
relevant matters affecting them as
employees, including this year's
pension auto enrolment, flexible
working practices, responsible business
activities and health and safety.

Certain employees are eligible to
participate in the annual bonus and
LTIP arrangements, helping to develop
aninterest in the Group's performance
and align rewards with Directors’
incentive arrangements.

The Company operates a non-
discriminatory employment policy and
full and fair consideration is given fo
applications for employment made by
people with disabilities, having regard
fo their skills and abilities, and to the
confinued employment and fraining of
staff who become disabled.

The Company encourages the
confinuous development and
training of its staff. It is the policy

of the Company that the training,
career development and promotion
of disabled persons should, as far

as possible, be identical to that of
other employees.

The Company provides retirement
benefits for its employees excluding
Non Executive Directors and complied
on 1 October 2017 with its auto
enrolment obligations.

Further information relating to
employees can be found on
page 45 of the Strategic report.

The environment

Details of our approach to responsible
business and its aims and activities can
be found on the Company's website
www.londonmetric.com, where a

full version of the annual Responsible
Business report can be downloaded.
An overview of our responsible business
activity can be found on pages 40 to
47 of thisreport.

The Group recognises the importance
of minimising the adverse impact of its
operations on the environment and the
management of energy consumption
and waste recycling.

The Group strives to improve its
environmental performance and
regularly reviews its management system
and policy fo ensure it maintains its
commitment to environmental matters.

Greenhouse gas reporting

In accordance with Schedule 7 of the
Large and Medium-Sized Companies
and Groups (Accounts and Reports)
Regulations 2008, information regarding
the Company’s greenhouse gas
emissions can be found on page 44.

Suppliers

The Group aims fo settle supplier
accounts in accordance with their
individual terms of business.

The number of creditor days
outstanding for the Group at 31 March
2018 was 15 days (2017: 15 days).

Charitable and political
contributions

During the year, the Group made
charitable donations of £25,170

(2017: £35,695). No political donations
were made during the year (2017: £nil).

Provisions on change of control

Under the Group's credit facilities, the
lending banks may require repayment
of the outstanding amounts on any
change of control.

The Group's Long Term Incentive Plan
and Deferred Share Bonus Plan contain
provisions relating to the vesting of
awards in the event of a change of
control of the Group.

There are no agreements between

the Company and its Directors or
employees providing for compensation
for loss of office or employment that
occurs specifically because of a
takeover bid, except for the provisions
within the Company’s share schemes
as noted above.

Going concern

The principal risks and uncertainties
facing the Group’s activities, future
development and performance are
on pages 48 to 59.

The Group's financial position, cash
flows and liquidity, borrowings,
undrawn facilities and hedging are
described in note 14 fo the accounts
and in the Financial review on pages
38 to 39.

The Directors have reviewed the
current and projected financial position
of the Group, making reasonable
assumptions about future tfrading
performance, property valuations and
planned capital expenditure. As part of
this review, the Group has considered
its cash balances and undrawn
facilities, future capital commitments,
its debt maturity profile and the

long term nature of tfenant leases.

On the basis of this review, and after
making due enquiries, the Directors
have areasonable expectation that
the Company and the Group have
adequate resources to confinue

in operational existence for the
foreseeable future. Accordingly,
they continue fo adopt the going
concern basis in preparing the
financial statements for the year to
31 March 2018.

Disclosure of information to auditor

So far as the Directors who held office
at the date of approval of this Directors'’
report are aware, there is no relevant
audit information of which the auditor
is unaware and each Director has
taken all steps that he or she ought

to have taken as a Director to make
himself or herself aware of any relevant
audit information and to establish that
the auditor is aware of that information.

Auditor

Deloitte LLP is willing to be reappointed
as the external auditor to the Company
and Group. Their reappointment

has been considered by the Audit
Committee and recommended to the
Board. A resolution will be proposed
atthe AGM on 11 July 2018.

On behalf of the Board

Mok, M€ Gam

Martin McGann
Finance Director
30 May 2018
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Durectors” responsibility statement
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The Directors are responsible for preparing the o
Annual Report and the financial statements in g
. . . [1]
accordance with applicable law and regulations. 9
Company law requires the Directors In preparing the Group financiall Responsibility statement 8
to prepare ﬂponciol statements for statements, Infemoﬁonol Accounfing We confirm that to the best of _3
eoch.ﬁnonool year. U.nder that law Standard 1 requires that Directors: our knowledge: x
the Directors are required to prepare .p | lect and | 5
the Group financial statements TRy ,Se = On Ofetetyy * The financial statements, prepared g
in accordance with International ClIEEmIIEPellEies in accordance with the relevant ?
Financial Reporting Standards (IFRSs) ¢ Presentinformation, including financial reporting framework, give
as adopted by the European Union accounting policies, in a a true and fair view of the assets, o
and Arficle 4 of the IAS Regulation manner that provides relevant, liabilities, financial position and 35
and have elected fo prepare the reliable, comparable and profit or loss of the Company and gs
Company financial statements understandable information the undertakings included in the 23
in accordance with Financial * Provide additional disclosures consolidation taken as a whole o
Reporting Standard 101 (FRS101) when compliance with the specific « The Strategic report includes a fair I
‘Reduced Disclosure Framework’. requirements in IFRSs are insufficient review of the development and
Under Company law the Directors to enable users to understand the performance of the business and o
must not approve the accounts unless impact of particular tfransactions, the position of the Company and 39
they are satisfied that they give a true other events and conditions on the undertakings included in the 2 a
and fair view of the state of affairs of the entity’s financial position and consolidation taken as a whole, §
the Company and of the profit or loss financial performance together with a description of the
of the Company for that period. o Make an assessment of the principal risks and uncertainties that —
In preparing the Company financial Company's ability fo continue they face -
statements, the Directors are as a going concern * The Annual Report and financial 3]
required to: The Directors are responsible for ?Tgf%mlenfs, tgken dos @ dwh?le,o?ril =S
: : air, balanced and understandable @&
+ Select suitable accounting policies ~ keeping adequate accounting : ; ; >
) ey i T el d and provide the information
and then apply them consistently TSEIaIel 1iniel CIrE SUlTEIEIT () Sy el
explain the Company’s fransactions necessary for shareholders to assess
© Mokejudgemenfs and Occoun’ring @ alisel i bl the Compgny’s performonce,
estimates that are reasonable anddisciose wiin reasonaplie business model and strategy
accuracy at any time the financial
and prudent i
) position of the Company and to By order of the Board =
. IS:TcTe Whleghem)rlf_)phcsfb'z , enable them to ensure that the x
Inancial keporiing stanaar financial statements comply with c
101 (FRS101) ‘Redluced Disclosure  fhe Companies Act 2006, They are Mk, MEGan.
Framework’ has been followed, also responsible for safeguarding the Martin McGann
sgbjec’r to any mofenol dgpor’rures assets of the Company and hence Finance Director
disclosed and explained in the for taking reasonable steps for the Siuhviey 20l g
financial statements prevention and detection of fraud ]
¢ Prepare the financial statements on  and other irregularities. _%f{;%; g
the going concern basis unless it is . . a
inappropriate to presume that the The.Dflrecfors are (rje.sgons.lfle ff?kr]fhe Andrew Jones
S Sl e T e maintenance and integrity of the Chief Executive
corporate and financial information 30 May 2018

included on the Company'’s website.
Legislation in the UK governing the
preparation and dissemination of
financial statements may differ from
legislation in other jurisdictions.

-
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Independent Auditor’s report to the members

0
8
o <.
(]
of LondonMetric Property Plc f
Report on the audit of the financial statements o
Opinion We have audited the financial Basis for opinion g
t 1]
In our opinion: statements of LondonMetric Property PIc e conducted our audit in accordance Q
p : <
. . (tfhe ‘Company’) and its subsidiaries (the  \yith Infernational Standards on
O WIEUITCTIE B 5 0 E L E o Group') which comprise: Audifing (UK) (ISAs (UK)) and applicable
true and fair view of the state of the . | o ibiliti der th
, ’ . e the Group income statement aw. Ourresponsipliities unaer inose o
Group's and of the Company’s affairs . : <
, standards are further described in the
as at 31 March 2018 and of the Group’s  * fhe Group and Company auditor's responsibilities for the audit g
profitfor the year then ended SelelNED HEES of the financial statements section of 3
» the Group financial statements * the Group and Company statements oy report. 3
have been properly prepared in of changes in equity ) §
accordance with International « the Group cash flow statement ;’r‘(e Cére independent o;the GrOL'JTE Tohnd
Financial Reporting Standards (IFRSs - © (Clemnipeiny In GIEEElEleINEE Wil e
as adopted Ey fhegEuropean Usnion ) * the Statement of accounting ethical requirements that are relevant o
; policies and the related notes 1 fo to our audit of the financial statements g
 the Company financial statements 20 for the Group notes and i to vii for in the UK, including the FRC's Ethical 3 )
have been properly prepared in the Company Standard as applied to listed public 8%
°GC°°’d‘I’I"ie W"h‘U'c‘i“:d K'“gf‘,’°m The financial reporfing framework that ~ interest entities, and we have fulfilled 2
b emte.ra Y ‘I:‘:;p eFRSﬁg?l‘J‘: '29 4  Dosbeen appliedin the preparation our other ethical responsibilities in
I:)r.mcl ice, m;: uding o educe of the Group financial statements is accordance with these requirements.
i2C osure. (TSI applicable law and IFRSs as adopted We confirm that the non audit services .
* the financial statements have been by the European Union. The financial prohibited by the FRC's Ethical Standard .2
prepared in accordance with the reporting framework that has been were not provided fo the Group or 28
requirements of the Companies applied in the preparation of the the Company. 73
Act 2006 and, as regards the Group Company financial statements is We believe that the audit evid §
financial statements, Article 4 of the applicable law and United Kingdom e . € leveb’r a de' OUﬁI ?Vlt en(cje
IAS Regulation Accounting Standards, including FRS wehave OT (T:une '?éu |C£_)en. C]ln
101 “Reduced Disclosure Framework” gpf)oro?r:i'gne B[Rl el el kB el
(United Kingdom Generally Accepted urop : - §
Accounting Practice). 638
22
ag
(1]
Summary of our audit approach Z
Key audit matters The key audit matters that we identified in the current year were:
¢ Valuation of investment property
e Property fransaction accounting
¢ Revenue recognition 8
[]
Materiality The materiality that we used for the Group financial statements was £22.9 million g
which was determined on the basis of 2% of equity. For testing balances that §
impacted EPRA earnings we used a lower materiality of £3.0 million, which is based
on 5% of that measure.
Scoping The Group is subject to a full scope audit on 100% of net assets, revenue and profit

before tax.

Significant changes
in our approach

There has been no change fo the basis upon which materiality is determined, our
identified key audit matters or our approach in scoping the audit from the prior year.

&=
-3
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33
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Independent Auditor’s report to the members
of LondonMetric Property Plc continued

Conclusions relating to going
concern, principal risks and
viability statement

Going concern

We have reviewed the Directors’
statement in note 1 to the financial
statements about whether they
considered it appropriate to adopt the
going concern basis of accounting in
preparing them and their identification of
any material uncertainties to the Group's
and Company's ability to continue to

do so over a period of at least 12 months
from the date of approval of the
financial statements.

We are required fo state whether we
have anything material fo add or draw
attention fo in relation to that statement
required by Listing Rule 9.8.6R(3) and
report if the statement is materially
inconsistent with our knowledge obtained
in the audit.

We confirm that we have nothing
material o report, add or draw attention
to in respect of these matters.

Principal risks and viability statement
Based solely on reading the Directors’
statements and considering whether
they were consistent with the knowledge
we obtained in the course of the audit,
including the knowledge obtained in the
evaluation of the Directors’ assessment
of the Group's and the Company’s
ability to continue as a going concern,
we are required to state whether we
have anything material to add or draw
attention fo in relation to:

* the disclosures on pages 49 to 59
that describe the principal risks and
explain how they are being managed
or mitigated

 the Directfors’ confirmation on page
48 that they have carried out a robust
assessment of the principal risks facing
the Group, including those that would
threaten its business model, future
performance, solvency or liquidity

 the Directors’ explanation on page
60 as to how they have assessed
the prospects of the Group, over
what period they have done so and

why they consider that period to be
appropriate, and their statement as

to whether they have areasonable
expectation that the Group will be able
fo continue in operation and meet its
liabilities as they fall due over the period
of their assessment, including any
related disclosures drawing attention

to any necessary qualifications

or assumptions

We are also required to report whether
the Directors’ statement relating to the
prospects of the Group required by Listing
Rule 9.8.6R(3) is materially inconsistent
with our knowledge obtained in the audit.

We confirm that we have nothing
material to report, add or draw attention
fo inrespect of these matters.

Key audit matters

Key audit matters are those matters
that, in our professional judgement,
were of most significance in our audit of
the financial statements of the current
period and include the most significant
assessed risks of material misstatement

(whether or not due to fraud) that we
identified. These matters included those
which had the greatest effect on: the
overall audit strategy, the allocation of
resources in the audit; and directing
the efforts of the engagement team.

These matters were addressed in the
context of our audit of the financial
statements as a whole, and in forming
our opinion thereon, and we do

noft provide a separate opinion on
these matters.

Property transaction accounting

Key audit matter description

How the scope of our audit responded to the key audit matter

Key observations

In the period the Group has undertaken
alarge number of property acquisitions

for a total consideration of £306.6 million
(2017: £141.9 million) and disposals for a total

of £172.0 million (£2017: 175.6 million).
Our key audit matteris focused on

 For all significant transactions and a sample of non
significant transactions, we assessed the fair value of
consideration and confirmed key transaction terms by
reference fo acquisition or disposal agreements and
other external evidence for all significant acquisitions

and disposals in the year

We concluded
that all material
property
fransactions
had been
appropriately

fransactions which include complexities
such as conditionality, deferred completion
arrangements and joint venture contractual
obligations, which require judgement as to
the appropriate accounting to be applied.
There is therefore a potential fraud risk in the
assessment of when the fransfer of risks and
rewards of ownerships are met.

Refer o page 84 (Audit Committee report),
page 118 (accounting policy) and note 9 on
pages 128 to 129 (financial disclosures).

* We considered the date at which the transactions
completed based on the timing of the fransfer of risks
and rewards of ownership per the acquisition or disposal
agreements, and considered the impact of these

fransactions on revenue recognition

¢ We considered the adequacy of the disclosure of

the transactions in the financial statements

e We recalculated the profit or loss on disposals based

on the terms of the transaction

accounted for.
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Revenue for the Group primarily consists

of rentalincome earned on its investment
property portfolio. Total gross rentalincome

for the year to 31 March 2018 was £82.0 million
(2017: £73.9 million). Within revenue, there are
certain fransactions which warrant additional
audit focus and have anincreased inherent
risk of error due to their non-standard nature,
for example deferred completion dates. Our
key audit matteris focused on the identification
of the point where the risks and rewards of
ownership of the property transfers, and the
related cut-off of recognition of rentalincome
on these assefts. This includes the recognition or
write off of any related lease incentives.

Refer to page 84 (Audit Committee report),
page 118 (accounting policy) and note 3 on
page 124 (financial disclosures).

whether the correct amount of revenue had been
recognised in the year

o
<
]
<.
]
3
Valuation of Investment Property o
Key audit matter description How the scope of our audit responded to the key audit matter Key observations g’
The Group owns a portfolio of largely retail ¢ We assessed management’s process for reviewing We concluded §
and distribution property assets, which is and assessing the work of the external valuer and that the
valued at £1,677.6 million (2017: £1,373.4 million) development appraisals assumptions
as at 31 March 2018. The valuation of the « We assessed the competence, objectivity and applied in arriving 0
porh‘olio i.s asignificant judgement oreo'ond integrity of the external valuer and read their terms of at the fair value 3
is underpinned by a number of assumptions engagement with the Group to determine whether of the Group's g
including capitalisation yields, future lease there were any matters that might have affected their property portfolio o
. . T
income and with reference to development objectivity or may have imposed scope limitations on by the external a
properties, costs fo complete. their work valuers were 3
The Group uses professionally quoliﬁed gx’remol + We obtained the external valuation reports and assessed appropriate.
valuers fo fair value the Group's portfolio at and challenged the valuation process, performance o)
six-monthly infervals. The valuers are engaged  of the portfolio and significant assumptions and critical 35
by the Directors and performed their work judgement areas, including lease incentives, future lease § G,
in accordance with Th‘e RO\”O| Insfitution of income and yields. We benchmarked these assumptions =3
Chartered Surveyors (‘RICS') Valuation - to relevant market evidence including specific property v
Professional Standards. The valuers used by sales and other external data
the Group hqve gormderoble experience in ¢ We met with the external valuers of the portfolio
the markets in which the Group operates. . . pd
) . ) fo discuss the results of their work. For a sample of -
The valuation exercise also relies on the properties of audit interest we further challenged the 2 %
accuracy of the underlying lease and assumptions and valuation with the valuers 2 2
financial information provided to the valuers . . . o
. ¢ We performed audit procedures to assess the integrity ]
by management. Therefore, due to this ; . .
; . . of a sample of the information provided to the external
and the high level of judgement in the . . . .
. ) valuer by agreeing that information to underlying
assumptions, we have determined that there
. . S lease agreements 2
is a potential fraud risk in the balance. ) ) w®
. . * We tested a sample of the costs to complete in relation ST
Refer to page 84 (Audit Committee report), o - 290
. . to the development properties via challenging the 2
page 118 (accounting policy) and note 9 on : . - . a8
s assumptions or agreeing to supporting documentation 2
pages 128 to 129 (financial disclosures). - ]
such as construction confracts
Revenue Recognition
=
Key audit matter description How the scope of our audit responded to the key audit matter Key observations S
ISA 240 (UK) states that when identifying and * As part of our audit of revenue, we focused on We concluded
assessing the risks of material misstatement any unusual and complex adjustments to revenue, that revenue was
due to fraud, the auditor shall, based on a agreeing the lease incentives for a sample of items appropriately
presumption that there are risks of fraud in to the underlying leases, with our sample covering accounted for. o
revenue recognition, evaluate which types both existing and new leases )
ofrevenue, revenue fransactions or assertions  « we recalculated the required adjustment to the %
giverise fo such risks. annualrent in relation to these items to determine 3
(1]

g
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Independent Auditor’s report to the members
of LondonMetric Property Plc continued

Our application of materiality

We define materiality as the magnitude of misstatement in the financial statements that makes it probable that the economic
decisions of a reasonably knowledgeable person would be changed orinfluenced. We use materiality both in planning the
scope of our audit work and in evaluating the results of our work.

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows:

Group financial statements

Company financial statements

Materiality

We determined materiality for the Group
to be £22.9 million (2017: £20.1 million).
We consider EPRA Earnings as a critical
performance measure for the group
and we applied a lower threshold

of £3.0 million (2017: £2.6 million) for
festing of all balances and classes of
fransaction which impact that measure,
primarily fransactions recorded in the
income statement other than fair value
movements on investment property,
development property and derivatives.

We determine Company materiality to
be £17.4 million (2017: £16.7 million).

Basis for determining materiality

Materiality for the Group is based on
2% (2017: 2%) of shareholders’ equity.
For EPRA Earnings the basis used is 5%
(2017: 5%) of that measure.

Materiality for the Company is based
on 2% of net assets (2017: 2%).

Rationale for the benchmark applied

NAV
£1,149.5m —

M nAY
| Group materiality

As an investment property company,
the main focus of management is to
generafe long ferm capital value from
the investment property portfolio and,
therefore, we consider equity to be the
most appropriate basis for materiality.

Group materiality £22.9m

Company materiality £17.4m
EPRA materiality £3.0m

Audit Committee reporting
threshold £1.14m

The Company has a significant number
of investments in subsidiaries which are
property companies. These companies
have a focus on generating long term
capital value. Therefore, we consider
equity to be the most appropriate basis
for materiality.

We agreed with the Audit Committee
that we would report to the Committee
all audit differences in excess of

£1.1 million (2017: £1.0 million) for the
Group, as well as differences below that
threshold that, in our view, warranted
reporting on qualitative grounds. We
also report to the Audit Committee on
disclosure matters that we identified
when assessing the overall presentation
of the financial statements.

An overview of the scope of our audit

Our group audit was scoped by
obtaining an understanding of the
Group and its environment, including
group-wide controls, and assessing

the risks of material misstatement at the
group level.

Based on that assessment, and
consistent with our conclusion on
scoping in the prior year, our full scope
audit is performed on 100% (2017: 100%)
of the Group's net assets, revenue and
profit before tax.

The Group is audited by one audit
team, led by the Senior Statutory
Auditor, responsible for the audit of

the Company, joint ventures and
certain subsidiaries. Our audit work on
subsidiaries and joint ventures is carried
out to a materiality which is lower than,
and in most cases substantially lower

than, group materiality as sef out above.

Our audit also included testing of the
consolidation process and group-
wide controls.

The Company is located in London,
UK and audited directly by the Group
audit feam.
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Other information

The Directors are responsible for the
other information. The other information
comprises the information included

in the Annual Report other than the
financial statements and our auditor’s
report thereon.

Our opinion on the financial statements
does not cover the other information
and, except to the extent otherwise
explicitly stated in our report, we do

not express any form of assurance
conclusion thereon.

In connection with our audit of the
financial statements, our responsibility
is fo read the other information and, in
doing so, consider whether the other
information is materially inconsistent
with the financial statements or

our knowledge obtained in the

audit or otherwise appears to be
materially misstated.

If we identify such material inconsistencies
or apparent material misstatements, we
are required to determine whether there
is a material misstatement in the financial
statements or a material misstatement

of the other information. If, based on the
work we have performed, we conclude
that there is a material misstatement of
this other information, we are required

to report that fact.

In this context, matters that we are
specifically required to report to you as
uncorrected material misstatements of
the otherinformation include where we
conclude that:

¢ Fair, balanced and understandable
—the statement given by the Directfors
that they consider the Annual Report
and financial statements taken
as a whole is fair, balanced and
understandable and provides the
information necessary for shareholders
fo assess the Group's position and
performance, business model and
strategy, is materially inconsistent with
our knowledge obtained in the audit

Audit Committee reporting — the
section describing the work of the Audit
Committee does not appropriately
address matters communicated by us
to the Audit Committee

Directors’ statement of compliance
with the UK Corporate Governance
Code -the parts of the Directors’
statement required under the Listing
Rules relating fo the company’s
compliance with the UK Corporate
Governance Code containing
provisions specified for review by the
auditor in accordance with Listing Rule
9.8.10R(2) do not properly disclose a
departure from a relevant provision of
the UK Corporate Governance Code

We have nothing fo report in respect
of these matters.

Responsibilities of Directors

As explained more fully in the Directors’
responsibilities statement, the Directors
are responsible for the preparation of
the financial statements and for being
satisfied that they give a true and fair

view, and for such internal control as
the Directors determine is necessary
to enable the preparation of financial
statements that are free from material
misstatement, whether due to fraud
or error.

In preparing the financial statements, the
Directors are responsible for assessing the
Group's and the Company's ability to
confinue as a going concern, disclosing
as applicable, matters related to going
concern and using the going concern
basis of accounting unless the Directors
either intend fo liquidate the Group or the
Company or to cease operations, or have
no realistic alternative but to do so.

Auditor’s responsibilities for the
audit of the financial statements

Our objectives are to obtain reasonable
assurance about whether the financial
statements as a whole are free from
material misstatement, whether due

to fraud or error, and to issue an auditor’s
report that includes our opinion.
Reasonable assurance is a high level

of assurance, but is not a guarantee
that an audit conducted in accordance
with ISAs (UK) will always detect a
material misstatement when it exists.
Misstatements can arise from fraud

or error and are considered material

if, individually or in the aggregate,

they could reasonably be expected

to influence the economic decisions

of users taken on the basis of these
financial statements.

A further description of our responsibilities
for the audit of the financial statements
islocated on the Financial Reporting
Council's website at: www.frc.org.uk/
auditorsresponsibilities. This description
forms part of our auditor's report.

Use of our report

This report is made solely to the
Company’s members, as a body, in
accordance with Chapter 3 of Part 16
of the Companies Act 2006. Our audit
work has been undertaken so that we
might state fo the Company’s members
those matters we are required to state
fo them in an auditor’s report and for
no other purpose. To the fullest extent
permitted by law, we do not accept or
assume responisibility 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.

Report on other legal and
regulatory requirements

Opinions on other matters prescribed by
the Companies Act 2006

In our opinion, the part of the Directors’
remuneration report to be audited has
been properly prepared in accordance
with the Companies Act 2006.

In our opinion, based on the work
undertaken in the course of the audit:

 the information given in the Strategic
report and the Directors’ report for the
financial year for which the financial

statements are prepared is consistent
with the financial statements

* the Strategic report and the Directors’
report have been prepared in
accordance with applicable
legal requirements

In the light of the knowledge and
understanding of the Group and the
Company and their environment
obtained in the course of the audit,
we have not identified any material
misstatements in the Strategic report
or the Directors’ report.

Matters on which we are required
to report by exception

Adequacy of explanations received
and accounting records

Under the Companies Act 2006 we are
required to report to you if, in our opinion:

¢ we have notreceived all the
information and explanations we
require for our audit

¢ adequate accounting records have
not been kept by the Company, or
returns adequate for our audit have
not been received from branches not
visited by us

* the Company financial statements are
not in agreement with the accounting
records and refurns

We have nothing fo report in respect
of these matters.

Directors’ remuneration

Under the Companies Act 2006 we

are also required to report if in our

opinion certain disclosures of Directors’
remuneration have not been made or the
part of the Directors’ remuneration report
to be audited is not in agreement with the
accounting records and returns.

We have nothing to report in respect
of these matters.

Other matters

Auditor tenure

Following the recommendation of the
Audit Committee, we were appointed
by the Board of LondonMetric Property
Plc on 19 September 2013 to audit the
financial statements for the year ending
31 March 2014 and subsequent financial
periods. The period of total uninterrupted
engagement including previous
renewals and reappoinfments of the firm
is five years, covering the years ending

31 March 2014 to 31 March 2018.

Consistency of the audit report with
the additional report to the

Audit Committee

Our audit opinion is consistent with

the additional report to the Audit
Committee we are required to provide
in accordance with ISAs (UK).

Georgina Robb, FCA (Senior statutory auditor)
For and on behalf of Deloitte LLP

Statutory Auditor
London, United Kingdom

30 May 2018
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Group income statement

For the year ended 31 March

2018 2017
Note £000 £000
Gross revenue 3 83,709 75,618
Gross rentalincome 81,988 73,905
Property operating expenses (828) (814)
Net rentalincome 81,160 73,091
Property advisory fee income 1,721 1,713
Netincome 82,881 74,804
Administrative costs 4 (13,800) (13,268)
Amortisation of infangible asset - (182)
Total administrative costs (13,800) (13,450)
Profit on revaluation of investment properties 9 114,723 22,200
Loss on sale of investment properties (2,139) (4,503)
Share of profits of joint ventures 10 13,655 3,560
Operating profit 195,320 82,611
Finance income 415 1,740
Finance costs 5 (9,685) (21,340)
Profit before tax 186,050 63,011
Toxation 6 (32) (13)
Profit for the year and total comprehensive income 186,018 62,998
Earnings per share
Basic and diluted 8 26.9p 10.1p
EPRA 8 8.5p 8.2p

All amounts relate to continuing activities.

The notes on pages 118 to 136 form part of these financial statements.
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Group balance sheet

As at 31 March §
2018 2017
Note £000 £000 e
Non current assets 2
Investment properties 9 1,677,555 1,373,400 g
Investment in equity accounted joint ventures 10 117,646 107,567
Derivative financial insfruments 14 2,836 - o
Ofther tangible assets 73 310 §
1,798,110 1,481,277 %
Current assets T
Trade and other receivables 1 2,344 18,758 §
Cash and cash equivalents 12 26,162 42,944
28,506 61,702 o
Total assets 1,826,616 1,542,979 3 é‘
Current liabilities 85
Trade and other payables 13 33,576 46,395 “
33,576 46,395
Non current liabilities p
Borrowings 14 643,551 466,319 g )
Derivative financial instruments 14 - 23,350 2 g
643,551 489,669 8
Total liabilities 677127 536,064
Net assets 1,149,489 1,006,915 -
Equity g%
Called up share capital 16 69,722 69,238 é %
Share premium 96,079 88,548 v
Capital redemption reserve 9,636 9,636
Otherreserve 222,502 221,374
Retained earnings 751,550 618,119 -
Equity shareholders’ funds 1,149,489 1,006,915 z
Net asset value per share 8 165.7p 146.4p
EPRA net asset value per share 8 165.2p 149.8p
The financial statements were approved and authorised forissue by the Board of Directors on 30 May 2018 and were signed o
on its behalf by: 2
Q

Mok, M©Gamm

Martin McGann
Finance Director

Registered in England and Wales, No 7124797

~+
3
]
3
3,
g

The notes on pages 118 to 136 form part of these financial statements.
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Group statement of changes in equity

For the year ended 31 March

Capital
Share Share redemption Other Retained

capital premium reserve reserve earnings Total

Note £000 £000 £000 £000 £000 £000

At 1 April 2017 69,238 88,548 9,636 221,374 618,119 1,006,915
Profit for the year and total

comprehensive income - - - - 186,018 186,018

Purchase of shares held in trust - - - (2,783) = (2,783)

Vesting of shares held in frust - - - 3911 (3,635) 276

Share based awards - - - - 2,420 2,420

Dividends 7 484 7,531 — - (51,372) (43,357)

At 31 March 2018 69,722 96,079 9,636 222,502 751,550 1,149,489

Capital
Share Share redemption Other Retained

capital premium reserve reserve earnings Total

Note £000 £000 £000 £000 £000 £000

At 1 April 2016 62,804 - 9,636 222,936 602,821 898,197
Profit for the year and total

comprehensive income - - - - 62,998 62,998

Equity placing 6,280 86,492 - - - 92,772

Purchase of shares held in trust - - - (5,195) - (5.195)

Vesting of shares held in frust - - - 3,633 (3.629) 4

Share based awards - - - - 1,833 1,833

Dividends 7 154 2,056 - - (45,204) (43,694)

At 31 March 2017 69,238 88,548 9,636 221,374 618,119 1,006,915

The notes on pages 118 to 136 form part of these financial statements.
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Group cash flow statement

For the year ended 31 March §
2018 2017
£000 £000 e
Cash flows from operating activities %
Profit before tax 186,050 63,011 g
Adjustments for non cash items:
Profit on revaluation of investment properties (114,723) (22,200) o
Loss on sale of investment properties 2,139 4,503 §
Share of post tax profit of joint ventures (13,655) (3,560) %
Movement in lease incentives (1,975) 293 '?_;'
Share based payment 2,420 1,833 o
Amortisation of infangible asset - 182
Net finance costs 9,270 19,600 o
Cash flows from operations before changes in working capital 69,526 63,662 § é‘
Change in tfrade and other receivables 1,730 902 8 %’
Change in frade and other payables (2.859) 9,686 “
Cash flows from operations 68,397 74,250
Interest received 52 64 pd
Interest paid (16,409) (17.149) 39
Tax paid (17) (34) 2 g
Cash flows from operating activities 52,023 57,131 ®
Investing activities
Purchase of investment properties (306,245) (147,348) -
Capital expenditure on investment properties (56,199) (19.387) §§
Lease incentives paid (3.049) (6.495) 3%
Sale of investment properties 183,780 165,035 ‘5
Investments in joint ventures (12,662) (450)
Distributions from joinf ventures 16,238 16,109
Cash flows from investing activities (178,137) 7464 -
Financing activities =
Dividends paid (43,357) (43,694)
Proceeds fromissue of ordinary shares - 92,772
Purchase of shares held in trust (2,783) (5.195)
Vesting of shares held in frust 276 4 8
New borrowings and amounts drawndown 397,237 226,181 %
Repayment of loan facilities (220,407) (328,000) §
Financial arrangement fees and break costs (21,634) (6,340)
Cash flows from financing activities 109,332 (64,272)
Net (decrease)/increase in cash and cash equivalents (16,782) 323 3 4
Opening cash and cash equivalents 42,944 42,621 % %
Closing cash and cash equivalents 26,162 42,944 22

The notes on pages 118 to 136 form part of these financial statements.
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Notes forming part of the Group financial statements

For the year ended 31 March 2018

1 Significant accounting policies

a) General information

LondonMetric Property Plc is a company incorporated in
the United Kingdom under the Companies Act. The address
of the registered office is given on page 152. The principal
activities of the Company and its subsidiaries (‘the Group’)
and the nature of the Group's operations are set out in the
Strategic report on pages 01 to 60.

b) Statement of compliance

The consolidated financial statements have been prepared
in accordance with International Financial Reporting
Standards (‘IFRS’) as adopted by the European Union.

c) Basis of preparation

The financial statements are prepared on a going concern
basis, as explained in the Report of the Directors on

page 106.

The functional and presentational currency of the
Group is sterling. The financial statements are prepared
on the historical cost basis except that investment

and development properties and derivative financial
instruments are stated at fair value.

The accounting policies have been applied consistently
in all material respects.

i) Significant judgements, key assumptions and estimates
The preparation of financial statements in conformity with
IFRS requires management to make judgements, estimates
and assumptions that affect the application of accounting
policies and the reported amounts of assefts, liabilities,
income and expenses.

The estimates and associated assumptions are based on
historical experience and other factors that are considered

to be relevant. Actual results may differ from these estimates.

Revisions to accounting estimates are recognised in the
period in which the estimate is revised if the revision affects
only that period. If the revision affects both current and

future periods, the change is recognised over those periods.

The accounting policies subject to significant judgements
and estimates are considered by the Audit Committee on
pages 83 to 85 and are as follows:

Significant areas of estimation uncertainty

Property valuations

The valuation of the property portfolio is a critical part of
the Group’s performance. The Group carries the property
portfolio at fair value in the balance sheet and engages
professionally qualified external valuers to undertake six-
monthly valuations.

The determination of the fair value of each property
requires, to the extent applicable, the use of estimates
and assumptions in relation to factors such as future lease
income, lease incentives, current market rental yields,
future development costs and the appropriate discount
rate. In addition, to the extent possible, the valuers make
reference to market evidence of fransaction prices for
similar properties.

The fair value of a development property is determined
by using the ‘residual method’, which deducts alll
estimated costs necessary to complete the development,
together with an allowance for development risk, profit
and purchasers’ costs, from the fair valuation of the
completed property.

Significant areas of judgement

Revenue recognition

Certain transactions require management to make
judgements as to whether, and to what extent, revenue
should be recognised and the appropriate cut off for
property transactions. Management consider whether the
significant risks and rewards of ownership of assets have
been transferred between buyer and seller and the point
at which developments reach practical completion.

Other complexities include accounting for rent free periods
and capital incentive payments.

Significant fransactions

Some property transactions are complex and require
management to assess whether the acquisition of property
through a corporate vehicle represents an asset acquisition
or a business combination under IFRS 3.

Where there are significant other assets and liabilities
acquired in addition to property, the transaction

is accounted for as a business combination. Where
there are not it is accounted for as an asset purchase.

Other complexities include conditionality inherent in
fransactions and deferred property completions.

ii) Adoption of new and revised standards

Standards and interpretations effective in the current period
During the year, the following new and revised Standards
and Interpretations have been adopted and have not

had a material impact on the amounts reported in these
financial statements:

Name Description

IAS 7 (amendments) Disclosure Initiative

IAS 12 (amendments) Recognition of Deferred Tax Assets

for Unrealised Losses
Amendments to IFRS 12

Annual Improvements
to IFRSs: 2014 - 2016 cycle
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1 Significant accounting policies (continued) IFRS 9 Financial Instruments (continued) 5
standards and inferpreto?‘ions in. issue .nof yet O‘?’Opfed Impact Gross trade receivables held at 31 March 2018 were 5
The IASB and the International Financial Reporting £776,000 with an impairment provision recognised =
Interpretations Committee have issued the following under IAS 39 of £2.200. The credit risk associated g
standards and interpretations that are mandatory for with unpaid rent isl deémed to be low <
later accounting periods and which have not been )
. We have performed an assessment of the
adopted early: ) ’ ! ‘
impact of impairment losses recognised for frade o
Name Description receivables under IFRS 9 at 31 March 2018 through 3
IFRS 2 (amendments) Classification and Measurement of eshmqhng fhe ECLs based on actual credif loss 5
Share Based Payment Transactions experienced over the past three years. Based g
on this assessment, the impact of impairment §
IAS 40 (amendments) Transfers of Investment Property losses recognised under IFRS 9 is estimated to be o
Annual Improvements Amendments to IFRS 1 and IAS 28 immaterial.
fo IFRSs: 2014 - 2016 cycle The Company holds loans and receivable 0
IFRIC 22 Foreign Currency Transactions and balances with the subsidiaries of the Group as 3 -
Advance Considerations disclosed in note iv to the Company financial e §
. . statements. Management do not estimate there o
The Directors do not expect that the adoption of the to be a material impact on the Company financial @
Standards listed above will have a material impact on statements from the recognition of impairment
the financial statements of the Group in future periods. provisions for the loans and receivables under
Certain standards which might have animpact are IFRS 9 pd
discussed below. ’ o 35
Changes to debt modification rules for non =3
IFRS 9 Financial Instruments substantial modifications may result in a gain or 2 %
Nature of  IFRS 9 addresses the classification and lrosihbe('?f? recogms?r? in the prToﬁT lond Ifoss er(]quol ®
change measurement of financial assets and liabilities, ﬂ%wseunldzrreﬂqgeolr? inil%ifje;ové]ifreed?fefriss of the
infroduces anew impairment model for inancial debt, discounted o?t the effective interest rate. We
assets and new rules for hedge accounting. ! : -4
: 1eageac ° have reviewed debt modifications made in the 3]
Impact The Group has reviewed ifs financial assefs and year as a result of refinancing our secured facility 59
liabilities and is expecting the following impact with Helaba and have concluded that there is no 28
from the adoption of the new standard on materialimpact on the financial statements at ®
1 April 2018: fransition.
i. Classification and measurement iii. Hedge accounting
IFRS 9 contains three principal classification As a general rule, more hedge relationships might
categories for financial assets: measured af be eligible for hedge accounting, as the standard =
amortised cost, fair value through profit and introduces a more principles-based approach. =
loss (*FVTPL) and fair VC"U? Throug|h other The Group does not adopt hedge accounting and
comprehensive income (‘FVTOCI'). therefore there is no impact of this change.
The Group's financial assets at 31 March 2018 iv. Disclosures
consist primarily of trade receivables which The new standard also infroduces expanded )
will continue to be reflected at amortised cost disclosure requirements and changes in %
as ”;e GTroulp S b:;messc;nocfiel 1S TTO COHTCT the presentation. These are expected to change the g
coniracivatcasn flows due from fenants. nature and extent of the Group's disclosures for §
There will be no impact on the Group's accounting financial instruments particularly in the year of
for financial liabilities, as the new requirements only adoption.
affect the accounting for financial liabilities that Date of The Group infends fo adopt the standard for
oredotlﬁﬂ%mfeddof f0|rv<T:1Ir:Je through "’LO"."” g‘rlilt(.)ss adoption  financial years commencing on or after 1 April
an € (5roup does nothave any such labiimes. by Group  2018. Comparatives for 2018 are not expected to

ii. Impairment

The new impairment model requires the
recognition of impairment provisions based on
expected credit losses (‘ECL’) rather than only
incurred credit losses as is the case under IAS 39.

The main area of potentialimpact to the Group
is considered fo be impairment provisioning of
frade receivables.

be restated.
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Notes forming part of the Group financial statements continued

For the year ended 31 March 2018

1 Significant accounting policies (continued)
IFRS 15 Revenue from Contracts with Customers

Nature of
change

The IASB has issued a new standard for the
recognition of revenue. The new standard is based
on the principle that revenue is recognised when
control of a good or service transfers fo a customer.

Impact

Management has assessed the effects of
applying the new standard on the Group's
Financial Statements.

i. Revenue recognition

IFRS 15 does not apply to rentalincome which,

at 31 March 2018 accounted for 98% of total

gross revenue of the Group, but does apply fo
management fees and surrender premiums
receivable. It also affects the fiming of recognising
property transactions at the point of completion
rather than on unconditional exchange of
confracts and when significant risks and rewards of
ownership have passed.

Management has assessed the recognition of
management fee income and does not expect
IFRS 15 to have an impact. Surrender premiums
received will be considered on a case by case
basis. The standard will affect the timing of
recognising property transactions and the Group's
accounting policy will change to recognising
fransactions upon completion.

ii. Disclosures

The new standard also infroduces expanded
disclosure requirements. These will change
the nature and extent of the Group’s
revenue disclosures.

Date of
adoption
by Group

The Group intends to adopt the standard for
financial years commencing on or after 1 April
2018. Comparatives for 2018 are not expected to
be restated.

IFRS 16 Leases

Nature of
change

IFRS 16 was issued in January 2016. It will result in
almost all leases being recognised on the balance
sheet for alessee, as the distinction between
operating and finance leases is removed. Under
the new standard, an asset (the right to use the
leased item) and a financial liability to pay rentals
are recognised. The accounting for lessors will not
significantly change.

Impact

The standard does not impact the accounting for
the rentalincome earned by the Group as lessor as
it scopes out leases of investment properties.

Af present, as a lessee the Group holds a limited
number of operating leases as reflected in note
15, the most significant being the lease of its head
office in London. Management has performed an
assessment of the impact of bringing operating
leases on balance sheet based on leases held

at 31 March 2018. IFRS 16 is estimated fo have an
immaterialimpact to the Group.

Date of
adoption
by Group

Mandatory for the first time in the financial year
commencing 1 April 2019. At this stage, the Group
does not infend to adopt the standard before its
effective dafe.
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1 Significant accounting policies (continued) In accordance with IAS 40 Investment Properties, no
d) Basis of consolidation depreciation is provided in respect of investment properties. g
i) Subsidiaries Investment property is recognised as an asset when: %
The consolidated financial statements include « Itis probable that the future economic benefits that 8
the accounts of the Company and its subsidiaries. are associated with the investment property will flow -
Subsidiaries are those entities controlled by the Group. to the Group
Controlis assumed when ‘r.he Group: ¢ There are no material conditions precedent which could o
e Has the power over the investee prevent completion 3
* Isexposed, or has rights,. fo variable return from * The cost of the investment property can be 2
its involvement with the investee measured reliably %
. . . . s
Has the ability 1o use ifs power to affect its returns All costs directly associated with the purchase and o
In the consolidated balance sheet, the acquiree’s construction of a development property are capitalised.
identifiable assefts, liabilities and contfingent liabilities are Capital expenditure that is directly attributable to the
initially recognised at their fair value at the acquisition date. redevelopment or refurbishment of investment property, . 8
e . . . up to the point of it being completed for its infended use, 33
The results of subsidiaries are included in the consolidated n . . oG
financial statements from the date that control commences  ° included inthe carrying value of the property. “ 2
until the date that control ceases. ii) Assets held for sale v
Where properties are acquired through corporate An asset is classified as held for sale if its carrying amount is [
acquisitions and there are no significant assets or liabilities ?ﬁpefchted Tohbe refOYered Thr%."gh “ é?r!e ’rrgnsochgncgofher -
other than property, the acquisition is treated as an asset anthrough confinuing use. This condition isregaraed — %
acquisition, in other cases the purchase method is used. s meT only when‘Th.e sale is highly prpboble, the asset is < 3
' available for sale in its present condition and management 22
ii) Joint ventures and associates expect the sale fo complete within one year from the §
Joint ventures are those entities over whose activities balance sheet date.
the Group has joint control. Associates are those entities ii) Tenant leases —
over whose activities the Group is in a position to exercise . . . L
significant influence but does not have the power to Moncgemenf has exerc!sed judgementin con5|der|rjgvfhe w8
jointly control potential transfer of the risks and rewards of ownership in c §
’ accordance with IAS 17 for all properties leased fo tenants F] 2.
Joint ventures and associates are accounted for under and has determined that such leases are operating leases. g
the equity method, whereby the consolidated balance V) Netrental
sheet incorporates the Group’s share of the net assets of iv) Ne ren d mcomg
its joint ventures and associates. The consolidated income Rentalincome from investment property leased out under
statement incorporates the Group's share of joint venture Ojrn QDheTrl,OT'ng lease is rf:rehcolgmseoJlr in the profit orloss on a
and associate profits after tax. siraigntline basis overine lease term. =
The Group's joint ventures and associates adopt the Contingent rents, such as turnover rents, rent reviews and ~
accounting policies of the Group for inclusion in the indexation, are recorded as income in the periods in which
Group financial statements. They are earned. Rent review§ are recognised when such
reviews have been agreed with tenants. 7
e) Property portfolio . .
i) Investment properties Where arent free period is included in a lease, the rentall 0
Investment properties are properfies owned or leased income foregone is allocated evenly over the period from 3
by the Groun which are held for long term rental income the date of lease commencement to the earlier of the first H
ond for copﬁol appreciation Inves‘rr?went property break option or the lease termination date. Lease incentives §

includes property that is being constructed, developed
orredeveloped for future use as an investment property.
Investment property is initially recognised at cost, including
related transaction costs. It is subsequently carried at each
published balance sheet date at fair value on an open
market basis as determined by professionally qualified
independent external valuers. Changes in fair value are
included in the income statement. Where a property held
forinvestment is appropriated to development property, it
is fransferred at fair value. A property ceases to be treated
as a development property on practical completion.

and costs associated with entering into tenant leases
are amortised over the period from the date of lease
commencement to the earlier of the first break option
or the lease tfermination dafe.

Property operating expenses are expensed as incurred and
any property operating expenditure not recovered from
tenants through service charges is charged to profit or loss.

V) Profit and loss on sale of investment properties

Profits and losses on sales of investment properties are
calculated by reference to the carrying value at the
previous year end valuation date, adjusted for subsequent
capital expenditure.
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Notes forming part of the Group financial statements continued

For the year ended 31 March 2018

1 Significant accounting policies (continued)

f) Financial assets and financial liabilities

Financial assets and financial liabilities are recognised in
the balance sheet when the Group becomes a party to
the contractual terms of the instrument. Unless otherwise
indicated, the carrying amounts of the financial assets and
liabilities are areasonable approximation of the fair values.

i) Trade and other receivables and payables

Trade and other receivables and payables are inifially
measured at fair value and subsequently at amortised cost
using the effective interest method. An impairment provision
is created where there is objective evidence fo suggest that
the Group will not be able fo collect receivables in full.

ii) Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits
held at call with banks and other short term highly liquid
investments with original maturities of three months or less.

iii) Borrowings

Borrowings are recognised initially at fair value less
attributable tfransaction costs. Subsequently, borrowings
are stated at amortised cost with any difference being
recognised in the income statement over the term of
the borrowing.

iv) Derivative financial instruments

The Group uses derivative financial instruments fo hedge its
exposure to interest rate risks. Derivative financial instruments
are recognised initially at fair value, which equates to cost
and subsequently remeasured at fair value, with changes

in fair value being included in the income statement.

g) Finance costs and income
Net finance costs include interest payable on borrowings,
net of inferest capitalised and finance costs amortised.

Interest is capitalised if it is directly attributable to the
acquisition, construction or redevelopment of development
properties from the start of the development work until
practical completion of the property. Capitalised interest is
calculated with reference fo the actual interest rate payable
on specific borrowings for the purposes of development

or, for that part of the borrowings financed out of general
funds, with reference to the Group's weighted average

cost of borrowings.

Finance income includes interest receivable on funds
invested at the effective rate and notional interest
receivable on forward funded developments at the
contractual rate.

h) Tax

Tax is included in profit or loss except to the extent that it
relates to items recognised directly in equity, in which case
the related tax is recognised in equity.

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or substantively
enacted at the balance sheet date, together with any
adjustment in respect of previous years.

Deferred taxis provided using the balance sheet liability
method, providing for temporary differences between

the carrying amounts of assets and liabilities for financial
reporting purposes and their tax bases. The amount of
deferred tax provided is based on the expected manner
or realisation or settlement of the carrying amount of assets
and liabilities, using tax rates enacted or substantively
enacted af the balance sheet date.

A deferred tax asset is recognised only to the extent that it is
probable that future taxable profits will be available against
which the asset can be utilised.

As the Group is a UK REIT there is no provision for deferred
tax arising on the revaluation of properties or other
temporary differences.

The Group must comply with the UK REIT regulation to
benefit from the favourable tax regime.

i) Share based payments

The fair value of equity-settled share based payments
to employees is determined at the date of grant and

is expensed on a straight line basis over the vesting
period based on the Group's estimate of shares that will
eventually vest.

j) Shares held in Trust

The cost of the Company'’s shares held by the Employee
Benefit Trust is deducted from equity in the Group balance
sheet. Any shares held by the Trust are not included in the
calculation of earnings or net assets per share.

k) Dividends

Dividends on equity shares are recognised when they
become legally payable. In the case of interim dividends,
this is when paid. In the case of final dividends, this is
when approved by the shareholders at the Annual
General Meeting.
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2 Segmental information
o
As at 31 March 2018 2017 s
100% Share 100% Share g
owned of JV Total owned of JV Total S
Property value £000 £000 £000 £000 £000 £000 <
Distribution 1,223,505 9,576 1,233,081 921,165 6,172 927,337
Convenience & leisure 174,700 - 174,700 156,270 - 156,270 o
Longincome 95,250 125,580 220,830 51,825 114,800 166,625 g
Retail parks 139,775 - 139,775 145,170 - 145,170 )
T
Office - - - 70,000 - 70,000 g
Residential 1,765 28,374 30,139 1,655 39,456 41,1 °
Development 42,560 925 43,485 27,315 - 27,315
(o]
1,677,555 164,455 1,842,010 1,373,400 160,428 1,533,828 3¢S
33
Qwn
For the year to 31 March 2018 2017 23
100% Share 100% Share v
owned of JV Total owned of JV Total
Gross rental income £000 £000 £000 £000 £000 £000
Distribution 57,737 513 58,250 46,144 41 46,555 o
Convenience & leisure 10,281 - 10,281 8,634 - 8,634 2 %
]
Longincome 4,769 8,664 13,433 3,481 7,747 11,228 2 %
Retail parks 7,044 - 7,044 11,557 - 11,557 ®
Office 2,007 - 2,007 3,941 - 3,941
Residential 58 617 675 68 953 1,021 ®
Development 92 - 92 80 - 80 §§
3
81,988 9,794 91,782 73,905 9,11 83,016 2 %
o
For the year to 31 March 2018 2017
100% Share 100% Share
owned of JV Total owned of JV Total
Netrentalincome £000 £000 £000 £000 £000 £000
)
Distribution 57,656 513 58,169 46,200 412 46,612 Z
Convenience & leisure 10,108 - 10,108 8,500 - 8,500
Longincome 4,696 8,561 13,257 3,387 7,683 11,070
Retail parks 6,653 = 6,653 11,211 11,211
Office 1,904 B 1904 3,678 - 3678  §
Residential 57 319 376 32 603 635 %
Development 86 = 86 83 - 83 §
81,160 9,393 90,553 73,091 8,698 81,789

An operating segment is a distinguishable component of the Group that engages in business acfivities, earns revenue and
incurs expenses, whose results are reviewed by the Group's chief operating decision makers and for which discrete financial
information is available. Gross rental income represents the Group's revenues from its tenants and net rentalincome is the
principal profit measure used to determine the performance of each sector. Total assets are not monitored by segment.
However, property assets are reviewed on an ongoing basis. The Group operates almost entirely in the UK and no
geographical splitis provided in information reported to the Board.

g
=3
o o
33
oo
30
=22
v

We have reclassified the operating segments this year to reflect the current portfolio mix and investment strategy. The retail
segment has been split into three categories of convenience and leisure, long income and retail parks and the comparatives
have been updated accordingly.
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Notes forming part of the Group financial statements continued

For the year ended 31 March 2018

3 Gross revenue

2018 2017

For the year to 31 March £000 £000
Gross rental income 81,988 73,905
Property advisory fee income 1,721 1.713
83,709 75,618

For the year to 31 March 2018, 12% of the Group’s gross rental income was receivable from one tenant. For the comparative
period, 14% of the Group's gross rental income was receivable from one tenant.

4 Administration expenses
a) Total administration expenses

2018 2017
For the year to 31 March £000 £000
Staff costs 10,008 9,787
Auditor’'s remuneration 180 184
Depreciation 263 105
Other administrative expenses 3,340 3,192
13,791 13,268
b) Staff costs

2018 2017
For the year to 31 March £000 £000

Employee costs, including those of Directors, comprise the following:
Wages and salaries 8,422 8,720
Less staff costs capitalised (1,83%) (1.762)
6,587 6,958
Social security costs 702 720
Pension costs 301 276
Share based payment 2,418 1,833
10,008 9,787

The emoluments and pension benefits of the Directors are set out in detail within the Remuneration Committee report
on page 97.

The long term share incentive plan (‘LTIP’) that was created following the merger in 2013 allows Executive Directors and
eligible employees to receive an award of shares, held in frust, dependent on performance conditions based on the
earnings per share, total shareholder return and total accounting return of the Group over a three year vesting period.
The Group expenses the estimated number of shares likely to vest over the three year period based on the market price
at the date of grant. In the current year the charge was £2.4 million (2017: £1.8 million).

The Company awarded 2,163,274 LTIP shares during the year, 1,661,282 of which were awarded to Executive Directors
as shown in the Remuneration Committee report on page 101. The cost of acquiring the shares expected to vest under
the LTIP of £2.8 million has been charged fo reserves this year (2017: £5.2 million).

Employee costs of £1.8 million (2017: £1.8 million) have been capitalised in respect of time spent on development projects.
c) Staff numbers
The average number of employees including Executive Directors during the year was:

2018 2017
Number Number

Head office and property management 31 33
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4 Administration expenses (continued)
. . o
d) Auditor's remuneration <
2018 2017 2
For the year to 31 March £000 £000 E3
«Q
Audit services: =
Audit of the Group and Company financial statements, pursuant to legislation m 74
Audit of subsidiary financial statements, pursuant fo legislation 4 79 8
Other fees: g
Audit related assurance services 27 26 g
Other advisory services 2 - g
Total fees for audit and other services 144 179 N
In addition to the above audit fees, £47,000 (2017: £31,000) was due fo the Group's auditor in respect of its joint venture o
operations. This year, BDO LLP will be responsible for the audit of other subsidiary entities at a cost to the Group of £30,950. 3 5
Qc
Q 4,
5 Finance costs 23
2018 2017 -
For the year to 31 March £000 £000
Interest payable on bank loans and related derivatives 15,530 16,916 -
Debt and hedging early close out costs 18,981 3,516 3 %
Amortisation of loan issue costs 1,350 1,409 § 3
Commitment fees and other finance costs 1,705 1,643 §
Total borrowing costs 37,566 23,484
Less amounts capitalised on the development of properties (1,695) (1,924)
Net borrowing costs 35,871 21,560 gfg’
Fair value gain on derivative financial instruments (26,186) (220) %‘g
Total finance costs 9,685 21,340 g
During the year, the Group cancelled £128 million interest rate swaps and recouponed a further £190 million at a total cost
of £19.0 million. Debt and hedging break costs in the Cash flow statement on page 117 have been classified within financing
activities this year. Prior year comparatives have been amended.
=
6 Taxation g
2018 2017
For the year to 31 March £000 £000
Current tax
UK tax charge on profit 32 13 g)
<
[0}
The tax assessed for the year varies from the standard rate of corporation tax in the UK. The differences are explained below: 2
=]
2018 2017 e
For the year fo 31 March £000 £000
Profit before tax 186,050 63,011
Tax at the standard rate of corporation taxin the UK of 19% (2017: 20%) 35,350 12,602 a4
Effects of: g é
Expenses not deductible for tax purposes - 36 % 3
Tax effect of income not subject to tax (32,724) (11,913)
Share of post tax profit of joint ventures (2,.594) (712)
UK tax charge on profit 32 13

The current tax charge relates to income tax charged to non resident landlords on property rental income in the Isle of Man. As the
Group is a UK REIT there is no provision for deferred tax arising on the revaluation of properties or other temporary differences.
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Notes forming part of the Group financial statements continued

For the year ended 31 March 2018

7 Dividends
2018 2017

For the year fo 31 March £000 £000
Ordinary dividends paid
2016 Second interim dividend: 3.75p per share - 23,404
2017 First quarterly interim dividend: 1.8p per share = 11,257
2017 Second quarterly interim dividend: 1.8p per share - 11,243
2017 Third quarterly interim dividend: 1.8p per share 11,269 -
2017 Fourth quarterly interim dividend: 2.1p per share 14,457 -
2018 First quarterly interim dividend: 1.85p per share 12,817 -
2018 Second quarterly interim dividend: 1.85p per share 12,829 -

51,372 45,904
Quarterly dividend payable in 2019
2018 Third quarterly interim dividend: 1.85p per share 12,837
2018 Fourth quarterly interim dividend: 2.35p per share 16,311

The Company paid its third quarterly interim dividend in respect of the current financial year of 1.85p per share, wholly
as a Property Income Distribution (‘PID’), on 19 April 2018 to ordinary shareholders on the register at the close of business
on 16 March 2018.

The fourth quarterly interim dividend for 2018 of 2.35p per share, of which 1.7p is payable as a PID, will be payable on
11 July 2018 to shareholders on the register at the close of business on 8 June 2018. A scrip dividend alternative will be offered
to shareholders as it was for the first three quarterly dividend payments.

Neither dividend has been included as a liability in these accounts. Both dividends will be recognised as an appropriation
of retained earnings in the year to 31 March 2019.

During the year the Company issued 4,833,765 ordinary shares in relation to the last two quarterly dividend payments
for 2017 and the first two quarterly dividend payments for 2018, which reduced the cash dividend payment by £8.0 million
to £43.4 million.

8 Earnings and net assets per share

Adjusted earnings and net assets per share are calculated in accordance with the Best Practice Recommendations
of The European Public Real Estate Association (‘EPRA'). The EPRA earnings measure highlights the underlying performance
of the property rental business.

The earnings per share calculation uses the weighted average number of ordinary shares during the year and excludes
the average number of shares held by the Employee Benefit Trust for the year.

The net asset per share calculation uses the number of shares in issue at the year end and excludes the actual number
of shares held by the Employee Benefit Trust at the year end.

a) EPRA earnings
EPRA earnings for the Group and its share of joint ventures are detailed as follows:

Group Jv 2018 Group JV 2017
For the year to 31 March £000 £000 £000 £000 £000 £000
Gross rentalincome 81,988 9,794 91,782 73,905 2.1 83,016
Property costs (828) (401) (1,229) (814) (413) (1,227)
Net rentalincome 81,160 9,393 90,553 73,091 8,698 81,789
Management fees 1,721 (763) 958 1,713 (732) 981
Administrative costs (13,800) (10¢) (13,906) (13,268) (85) (13,353)
Net finance costs! (16,475) (1,982) (18,457) (16,304) (2,094) (18,398)
Other (32) - (32) (13) - (13)
EPRA earnings 52,574 6,542 59,116 45,219 5,787 51,006

1 Group net finance costs reflect net borrowing costs of £35,871,000 (note 5) less early close out costs of £18,981,000 (note 5) and finance income of £415,000
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8 Earnings and net assets per share (continued)
The reconciliation of EPRA earnings fo IFRS reported profit can be summarised as follows: 8
Group Jv 2018 Group JV 2017 %
For the year to 31 March £000 £000 £000 £000 £000 £000 e
EPRA earnings 52,574 6,542 59,116 45,219 5,787 51,006
Revaluation of investment property 114,723 6,842 121,565 22,200 (1,227) 20,973 o
Fair value of derivatives 26,186 234 26,420 220 108 328 §
Debt and hedging early close out costs (18,981) (76) (19,057) (3,516) (126) (3,642) %
(Loss)/profit on disposal (2.139) 113 (2,026) (4,503) (982) (5,485) g
Amorfisation of infangible assets - - - (182) - (182) o
IFRS reported profit 172,363 13,655 186,018 59,438 3,560 62,998
o
b) Earnings per ordinary share 3¢S
o
2018 2017 2g
For the yearto 31 March £000 £000 23
Basic and diluted earnings 186,018 62,998 ¢
EPRA adjustments’ (126,902) (11,992)
EPRA earnings 59,116 51,006 =
1 Adjustments shown in table reconciling EPRA earnings with IFRS reported profit 2 g
2018 207 28
Number of Number of o
shares shares
For the year to 31 March £000 £000
Weighted average number of ordinary shares! 692,138 625,457
o
1 Excludes shares held in the LondonMetric Property Plc Employee Benefit Trust g"§
2.5
33
Basic and diluted earnings per share 26.9p 10.1p g &
(]
EPRA earnings per share 8.5p 8.2p
c) Net assets per share
2018 2017
As at 31 March £000 £000 o
Equity shareholders’ funds 1,149,489 1,006,915 x
Fair value of derivatives (2,83¢) 23,350
Fair value of joint ventures' derivatives (43) 229
EPRA net asset value 1,146,610 1,030,494 o
g
2018 207 2
Number of Number of a
shares shares 2
As at 31 March £000 £000
Ordinary share capital 697,216 692,383
Number of shares held in employee frust (3,323) (4,502) “
Number of ordinary shares 693,893 687,881 s 3
3a
=22
Basic net asset value per share 165.7p 146.4p °
EPRA net asset value per share 165.2p 149.8p

Further EPRA performance measures are reflected in the Supplementary notes on pages 142 to 146.
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Notes forming part of the Group financial statements continued

For the year ended 31 March 2018

9 Investment properties
a) Investment properties

2018 2017
Under Under

Completed development Total Completed  development Total

As at 31 March £000 £000 £000 £000 £000 £000

Opening balance 1,346,085 27,315 1,373,400 1,289,560 56,550 1,346,110

Acquisitions 274,562 32,064 306,626 81,043 60,840 141,883

Other capital expenditure 20,236 29,584 49,820 18,055 7901 25,956

Disposals (172,038) - (172,038) (174,965) (650) (175.615)

Property transfers 60,366 (60,366) = 103,976 (103,97¢) -

Revaluation movement 101,353 13,370 114,723 15,615 6,585 22,200
Movement in tenant incentives

and rent free uplifts 4,431 593 5,024 12,801 65 12,866

1,634,995 42,560 1,677,555 1,346,085 27,315 1,373,400

Investment properties are held at fair value as at 31 March 2018 based on external valuations performed by professionally

qualified valuers CBRE Limited (‘CBRE’) and Savills Advisory Services Limited (‘Savills’). The valuation of property held for sale
at 31 March 2018 was £89.9 million (2017: £40.9 million).

The valuations have been prepared in accordance with the RICS Valuation — Professional Standards 2014 on the basis of fair
value as set out in note 1. There has been no change in the valuation technique in the year. The total fees earned by CBRE
and Savills from the Company represent less than 5% of their total UK revenues. CBRE and Savills have continuously been the
signatory of valuations for the Company since October 2007 and September 2010 respectively.

Long term leasehold values included within investment properties amount to £101.4 million (2017: £102.0 million). All other
properties are freehold.

Included within the investment property valuation is £70.3 million (2017: £65.3 million) in respect of unamortised lease
incentives and rent free periods.

The historical cost of all of the Group's investment properties af 31 March 2018 was £1,328.8 million (2017: £1,135.5 million).

Capital commitments have been entered info amounting to £47.5 million (2017: £57.8 million) which have not been
provided forin the financial statements.

Internal staff costs of the development team of £1.8 million (2017: £1.8 million) have been capitalised, being directly

attributable to the development projects in progress.

Forward funded development costs of £9.8 million (2017: £52.7 million) have been classified within investment property

as acquisitions.

b) Valuation technique and quantitative information

Fair ERV Net initial yield Reversionary yield
value Weighted Weighted Weighted

2018 Valuation average Range average Range average Range

Asset type £000 technique (Epersqft) (£ persqft) % % % %
Yield

Distribution 1,223,505  capitalisation 595 3.36-16.02 4.57 0-6.78 498  3.92-7.36
Yield

Convenience and leisure 174,700  capitalisation 15.37  9.01-27.00 488  3.99-7.30 448  3.36-7.00
Yield

Longincome 95,250  capitalisation 21.21 16.33-36.86 5.6  4.52-7.21 496  4.60-6.21
Yield

Retail parks 139,775  capitalisation 19.18 14.13-25.86 549  5.02-5.88 5.56 4.93-6.32

Development - distribution 29,385 Residual 735  6.97-11.56 6.69  5.29-6.98 6.52  4.92-6.90

Development — convenience

and leisure 5,015 Residual 16.00 16.00 6.27 6.27 5.00 5.00

Development —long income 8,160 Residual 18.47 18.47 6.92 6.92 5.33 5.33

Residential 1,765 Comparison n/a n/a n/a n/a n/a n/a

All of the Group's properties are categorised as Level 3 in the fair value hierarchy as defined by IFRS 13 Fair Value
Management. There have been no transfers of properties between Levels 1, 2 and 3 during the year ended 31 March 2018.
The fair value af 31 March 2018 represents the highest and best use.
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9 Investment properties (continued)
i) Technique 8
The valuation techniques described below are consistent with IFRS 13 and use significant ‘unolbservable’ inputs. There have g'
been no changes in valuation techniques since the prior year. g
<
Yield capitalisation — for commercial investment properties, market rental values are capitalised with a market capitalisation
rate. The resulting valuations are cross-checked against the net initial yields and the fair market values per square foot
derived from recent market transactions. o
Residual - for certain investment properties under development, the fair value of the property is calculated by estimating 3
the fair value of the completed property using the yield capitalisation technique less estimated costs to completion and 3
arisk premium. :0_:
Comparison —for residential properties the fair value is calculated by using data from recent market transactions. o
ii) Sensitivity
Anincrease or decrease in ERV will increase or decrease the fair value of the Group's investment properties. 5 8
o
An increase or decrease fo the net initial yields and reversionary yields will decrease or increase the fair value of the % G
Group’s investment properties. =3
Anincrease or decrease in the estimated costs of development will decrease or increase the fair value of the Group's
investment properties under development.
There are interrelationships between the unobservable inputs as they are determined by market conditions; an increase o
in more than one input could magnify or mitigate the impact on the valuation. 3 %’
)
iii) Process = §
The valuation reports produced by CBRE and Savills are based on: ®
* Information provided by the Group, such as current rents, lease ferms, capital expenditure and comparable sales
information, which is derived from the Group's financial and property management systems and is subject to the -
Group's overall control environment E"§
* Assumptions applied by the valuers such as ERVs and yields which are based on market observation and their g'g
professional judgement a g
CBRE and Savills meet the Auditors and the Audit Committee semi-annually.
10 Investment in joint ventures
At 31 March 2018, the following principal property interests, being jointly-controlled entities, have been equity accounted =
forin these financial statements: ~
Country of incorporation
or registration’ Property sectors Group share
Metric Income Plus Partnership England Longincome & leisure 50.0%
LMP Retail Warehouse JV PUT Guernsey  Longincome & disfribution 45.0% 9
<
LSP London Residential Investments Ltd Guernsey Residential 40.0% g
1 Theregistered address for entities incorporated in England is One Curzon Street, London, W1J 5HB. The registered address for entities incorporated in Guernsey is %
(1]

Regency Court, Glategny Esplanade, St Peter Port, Guernsey, GY1 3AP.

The principal activity of all joint venture inferests is property investment in the UK in the sectors noted in the table above,
which complements the Group's operations and contributes to the achievement of its strategy.

The Metric Income Plus Partnership (‘MIPP’), in which the Company has a 50% interest, acquired a development site
in Ringwood for £8.5 million (Group share: £4.3 million) and sold a B&Q warehouse in Hull for £11.6 million (Group share:
£5.8 million) in the year. The partnership agreement was extended fo June 2023 and ifs debt facility with Deutsche
Pfandbriefbank was increased by £18.2 million and extended for a further three years to April 2023.

The Group increased its investment in the LMP Retail Warehouse joint venture in September 2017 to 45.0% at a cost of
£7.9 million. The joint venture, which holds a portfolio of DFS assets, disposed of two assets in Swansea and Swindon in the year
for £13.9 million (Group share: £5.4 million).

The Group also disposed of 19 residential flats for £21.6 million (Group share: £8.7 million) through its 40% interest in LSP London
Residential Investments Limited in the year.

At 31 March 2018, the freehold and leasehold investment properties were externally valued by Royal Institution of Chartered
Surveyors (‘RICS’) Registered Valuers of CBRE Limited and Savills Advisory Services Limited.

The valuation of property held for sale by joint ventures at 31 March 2018 was £21.9 million (Group share: £8.8 million),
(2017: £1.6 million and Group share £0.7 million).

g
=3
o o
33
oo
30
=22
v
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Notes forming part of the Group financial statements continued

For the year ended 31 March 2018

10 Investment in joint ventures (continued)
The movement in the carrying value of joint venture interests in the year is summarised as follows:

2018 2017
As at 31 March £000 £000
Opening balance 107,567 119,666
Additions at cost 12,662 450
Share of profitin the year 13,655 3,560
Disposals (3,964) (5.384)
Profit distributions received (12,274) (10,725)
117,646 107,567
The Group's share of the profit after tax and net assets of its joint ventures is as follows:
LMP LSP
Metric Retail London Group
Income Plus Warehouse Residential Total share
Partnership JV PUT Investments 2018 2018
£000 £000 £000 £000 £000
Summarised income statement
Gross rentalincome 11,066 9,466 1,543 22,075 9,794
Property costs (129) (86) (746) (961) (401)
Net rentalincome 10,937 9,380 797 21,114 9,393
Administration expenses (75) (82) (85) (242) (10¢)
Management fees (210) (329) (460) (1,699) (763)
Revaluation 16,775 904 (4,879) 12,800 6,842
Finance income 21 - 2 23 12
Finance cost (2,626) (1.979) (8) (4,613) (2,070)
Derivative movement 473 (6) - 467 234
Profit/(loss) on disposal 1,275 580 (2,000) (145) 13
Profit/(loss) after tax 25,870 8,468 (6.633) 27,705 13,655
Group share of profit/(loss) after tax 12,935 BIS78 (2,653) 13,655
EPRA adjustments:
Revaluation (16,775) (904) 4,879 (12,800) (6.842)
Derivative movement (473) 6 - (467) (234)
(Profit)/loss on disposal (1.275) (580) 2,000 145 (113)
Debt and hedging early close out costs 11 185 9 205 76
EPRA earnings 7,358 7175 255 14,788 6,542
Group share of EPRA earnings 3,679 2,761 102 6,542
Summarised balance sheet
Investment properties 183,355 98,630 70,935 352,920 164,455
Ofther current assets 351 37 208 596 272
Cash 21,682 1,142 4,434 27,258 13,128
Current liabilities (3.002) (950) (290) (4,242) (2,043)
Bank debt (75,900) (46,619) - (122,519) (58,938)
Unamortised finance costs 1,169 321 - 1,490 729
Derivative financial instruments 85 — — 85 43
Net assets 127,740 52,561 75,287 255,588 117,646
Group share of net assets 63,870 23,661 30,115 117,646
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10 Investment in joint ventures (continued)
LMP LSP g
Metric Retail I__ond(')n Group 3
Income Plus Warehouse Residential Total share T
Partnership JVPUT Investments 2017 2017 Q
£000 £000 £000 £000 £000
Summarised income statement
Gross rental income 10,290 9,881 2,381 22,552 9.1 S
Property costs (115) (20) (874) (1,009) (413) 3
Net rentalincome 10,175 9,861 1,507 21,543 8,698 g
Administration expenses (24) (93) (77) (194) (85) g
Management fees (774) (384) (570) (1,728) (732)
Revaluation 5,123 (2,039) (7,921) (4,833) (1,227) o
Finance income 39 2 3 44 22 § §.
Finance cost (2,766) (2,365) (343) (5,474) (2,242) &g
Derivative movement 251 (80) 19 190 108 2
(Loss)/profit on disposal (95) 977 (3.080) (2,198) (982)
Tax (1 - - (1) - P
Profit/(loss) after tax 11,928 5,883 (10,462) 7,349 3,560 33
Group share of profit/(loss) after tax 5,964 1,781 (4.185) 3,560 3 g
EPRA adjustments: 2
Revaluation (5.123) 2,035 7921 4,833 1,227
Derivative movement (251) 80 (19) (190) (108)
Loss/(profit) on disposal 95 (977) 3,080 2,198 982 gg
Debt and hedging early close out costs 204 - 60 264 126 F] §
EPRA earnings 6,853 7,021 580 14,454 5,787 “ g
Group share of EPRA earnings 3,426 2,128 233 5,787
Summarised balance sheet
Investment properties 174,370 110,775 98,641 383,786 160,428
Other current assets 268 - 289 557 240 ;
Cash 4,029 779 2,371 7179 3,200
Current liabilities (3.089) (1,021) (526) (4,636) (2,068)
Bank debt (75.900) (54,470) - (130,370) (54,563)
Unamortised finance costs 716 658 - 1,374 559 g’
Derivative financial instruments (462) 6 - (456) (229) §
Net assets 99,932 56,727 100,775 257,434 107,567 %
Group share of net assets 49,967 17,290 40,310 107,567 ’
11 Trade and other receivables o
2018 2017 % :5:
As at 31 March £000 £000  [ENS
Trade receivables 776 280 o
Amounts receivable from property sales 10 14,931
Prepayments and accrued income 1,443 3,455
Otherreceivables 15 92
2,344 18,758

All amounts fall due for payment in less than one year. Trade receivables comprise rental income which is due on
contractual quarter days with no credit period. At 31 March 2018, trade receivables of £2,200 were overdue and considered
atrisk (2017: none).
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Notes forming part of the Group financial statements continued

For the year ended 31 March 2018

12 Cash and cash equivalents

Cash and cash equivalents include £5.3 million (2017: £5.3 million) retained in rent and restricted accounts which are not
readily available to the Group for day to day commercial purposes.

13 Trade and other payables

2018 2017

As at 31 March £000 £000
Trade payables 2,582 2,118
Amounts payable on property acquisitions and disposals 1,173 1,832
Rent received in advance 15,973 13,724
Accrued inferest 785 1,664
Other payables 4,139 3,102
Other accruals and deferred income 8,924 16,955
33,576 46,395

The Group has financial risk management policies in place to ensure that all payables are paid within the credit timeframe.

14 Borrowings and financial instruments
a) Non current financial liabilities

2018 2017

As at 31 March £000 £000
Secured bank loans 130,000 196,170
Unsecured bank loans 520,000 277,000
Unamortised finance costs (6.449) (6.851)
643,551 466,319

Certain bank loans af 31 March 2018 are secured by fixed charges over Group investment properties with a carrying value
of £357.7 million (2017: £388.6 million).

b) Financial risk management

Financial risk factors

The Group’s overall risk management programme focuses on the unpredictability of financial markets and seeks to minimise
potential adverse effects on the Group's financial performance. The Group’s financial risk management objectives are

to minimise the effect of risks it is exposed to through its operations and the use of debt financing.

The principal financial risks o the Group and the policies it has in place to manage these risks are summarised below:

i) Credit risk
Creditrisk is the risk of financial loss to the Group if a client or counterparty to a financial instrument fails to meet its
contractual obligations.

The Group's principal financial assets are cash balances and deposits and trade and other receivables. The Group's credit
risk is primarily attributable to its cash deposits and trade receivables.

The Group mitigates financial loss from tenant defaults by dealing with only creditworthy tenants. The trade receivable
amounts presented in the balance sheet are net of allowances for doubtful receivables. An allowance forimpairment is
made where there is objective evidence that the Group will not be able to collect amounts due according fo the original
terms of the receivables concerned. The balance is low relative to the scale of the balance sheet and therefore the credit
risk of frade receivables is considered fo be low.

Cashis placed on deposit with a diverse mix of institutions with suitable credit ratings and rates of return and for varying
periods of fime. The credit ratings of the banks are monitored and changes are made where necessary fo manage risk.

The credit risk on liquid funds and derivative financial instruments is limited due to the Group's policy of monitoring
counterparty exposures with a maximum exposure equal to the carrying amount of these instruments. The Group has
no significant concentration of credit risk, with exposure spread over a large number of counterparties.
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14 Borrowings and financial instruments (continued)
i) Liquidity risk e
Liguidity risk arises from the Group's management of working capital and the finance charges and principal repayments g'
on its debt instruments. It is the risk that the Group will encounter difficulty in meeting its financial obligations as they fall due. g
<
The Group actively maintains a mixture of long term and short term committed facilities that are designed to ensure that the
Group has sufficient available funds for operations and committed investments. The Group'’s funding sources are diversified
across a range of banks and institutions. Weekly cash flow forecasts are prepared for the Executive Committee to ensure o
sufficient resources of cash and undrawn borrowing facilities are in place to meet liabilities as they fall due. 3
Q
The Group had cash reserves of £26.2 million (2017: £42.9 million) and available and undrawn bank loan facilities at 3
31 March 2018 of £53.8 million (2017: £296.8 million). :0_:
The following table shows the contractual maturity profile of the Group's financial liabilities on an undiscounted cash flow o
basis and assuming settlement on the earliest repayment date.
Less than Oneto Two to More than 9
one year two years five years five years Total 3o
As at 31 March 2018 £000 £000 £000 £000 £000 é g
=23
Bankloans 16,047 16,091 426,590 270,587 729,315 g
Derivative financial instruments 1,000 1,244 2,439 - 4,683
17,047 17,335 429,029 270,587 733,998
el
Less than One to Two to More than Q <)
one year two years five years five years Total o g
As at 31 March 2017 £000 £000 £000 £000 £000 2 3
Bankloans 12,245 12,245 265,620 251,672 541,782 °
Derivative financial instruments 5,712 6,500 21,529 16 33,757
17,957 18,745 287,149 251,688 575,539 z
iii) Market risk — interest rate risk 3 a.
The Group is exposed to interest rate risk from the use of debt financing at a variable rate. It is the risk that future cash flows -
of a financial instrument will fluctuate because of changes in inferest rates. It is Group policy that a reasonable portion of
external borrowings are at a fixed interest rate in order to manage this risk.
The Group uses interest rate swaps and caps to manage its interest rate exposure and hedge future interest rate risk for the
term of the bank loan. Although the Board accepts that this policy neither protects the Group entirely from the risk of paying -
rates in excess of current market rates nor eliminates fully the cash flow risk associated with interest payments, it considers Z
that it achieves an appropriate balance of exposure fo these risks.
At 31 March 2018, 73% of the Group'’s exposure (including share of joint ventures) to interest rate fluctuations was hedged
by way of current and forward starting swaps and caps assuming existing debt facilities are fully drawn (2017: 87%).
The average interest rate payable by the Group (including share of joint ventures) on all bank borrowings at 31 March 2018 9
including the cost of amortising finance arrangement fees, was 2.8% (2017: 3.5%). A 1% increase or decrease in interest rates 3
would decrease orincrease the Group's annual profit before tax by £2.3 million or £1.6 million respectively. 3
=]
0
(1]

iv) Capital risk management

The Group's objectives when maintaining capital are to safeguard the entity’s ability to continue as a going concern so

that it can provide returns to shareholders and as such it seeks to maintain an appropriate mix of debt and equity. The capital
structure of the Group consists of debt, which includes long ferm borrowings and undrawn debt facilities, and equity
comprising issued capital, reserves and retained earnings. The Group balances its overall capital structure through the
payment of dividends, new share issues as well as the issue of new debt or the redemption of existing debt.

g
=3
o o
33
oo
30
=22
v
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For the year ended 31 March 2018

14 Borrowings and financial instruments (continued)

c) Financial instruments
i) Categories of financial instruments

Measured at amortised cost

Measured at fair value

2018 2017 2018 2017
As at 31 March £000 £000 £000 £000
Non current assets
Derivative financial instruments (see 14cf(iii)) - - 2,836 -
Current assets
Cash and cash equivalents (note 12) 26,162 42,944 - -
Trade receivables (note 11) 776 280 - -
Oftherreceivables (note 11) 115 92 = -
27,053 43,316 2,836 -
Non current liabilities
Derivative financial instruments (see 14c(iii)) - - - 23,350
Borrowings (note 14q) 643,551 466,319 - -
Current liabilities
Trade payables (notfe 13) 2,582 9,118 - -
Accrued interest (note 13) 785 1,664 = -
Other accruals (notfe 13) 8,924 16,955 = -
Other payabiles (note 13) 4,139 3,102 - -
659,981 497,158 - 23,350

ii) Fair values

To the extent financial assets and liabilities are not carried af fair value in the consolidated balance sheet, the Directors
are of the opinion that book value approximates to fair value at 31 March 2018.

iii) Derivative financial instruments

Details of the fair value of the Group’s derivative financial instruments that were in place at 31 March 2018 are

provided below:

As at 31 March Average rate Notional amount Fair value
2018 2017 2018 2017 2018 2017

Interest rate caps - expiry % % £000 £000 £000 £000
Less than one year 2.0 2.0 100,000 16,313 - -
One fo two years 3.0 2.0 10,000 100,000 - 1
Two to five years 2.0 2.3 19,620 29,620 74 121
2.1 2.1 129,620 145,933 74 122

As at 31 March Average rate Notional amount Fair value
2018 2017 2018 2017 2018 2017

Interest rate swaps - expiry 3 % £000 £000 £000 £000
Less than one year 0.6 - 50,000 - 18 -

One to two years 2.0 0.6 10,000 50,000 (122) (134)

Two to five years 1.3 2.0 425,000 166,960 2,866 (6.187)

More than five years - 2.1 - 425,000 — (17.151)

1.3 1.9 485,000 641,960 2,762 (23,472)

Total fair value 2,836 (23,350)

All derivative financial instruments are non current interest rate derivatives, and are carried at fair value following a valuation

as at 31 March 2018 by J C Rathbone Associates Limited.

The market values of hedging products change with inferest rate fluctuations, but the exposure of the Group to movements
in inferest rates is protected by way of the hedging products listed above. In accordance with accounting standards,

fair value is estimated by calculating the present value of future cash flows, using appropriate market discount rates.

For all derivative financial instruments this equates to a Level 2 fair value measurement as defined by IFRS 13 Fair Value
Measurement. The valuation therefore does not reflect the cost or gain to the Group of cancelling its interest rate protection
at the balance sheet date, which is generally a marginally higher cost (or smaller gain) than a market valuation.
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15 Commitments under operating leases
The Group's minimum lease rentals receivable under non cancellable operating leases, excluding joint ventures, are 8
as follows: 2
2018 2017 &
As at 31 March £000 £000 <
Less than one year 83,087 78,420
Between one and five years 323,519 304,595 o
Between six and ten years 313,920 292,985 g
Between 11 and 15 years 213,107 192,168 5
Between 16 and 20 years 96,093 92,599 %
Over 20 years 47,380 59,872 ?
1,077,106 1,020,639
2
The Group's minimum lease payments under non cancellable operating leases, excluding joint ventures, are as follows: 3 §
Q @,
2018 2017 23
As at 31 March £000 £000 a
Less than one year 337 810
Between one and five years = 337 -
337 1147 5%
oF
16 Share capital §
2018 2018 2017 2017
As at 31 March Number £000 Number £000
Issued, called up and fully paid .
Ordinary shares of 10p each 697,216,196 69,722 692,382,431 69,238 E"§
2.5
In June 2017, the Company granted opfions over 2,163,274 ordinary shares under its Long Term Incentive Plan and 608,280 é %
ordinary shares under the Director's Deferred Bonus Plan. o
In addition, 2,212,076 ordinary shares in the Company that were granted to certain Directors and employees under the
Company’s Long Term Incentive Plan in 2014 vested along with 606,160 ordinary shares in the Director’s Deferred Bonus Plan.
The share price on vesting was 171.65p.
The Company issued 4,833,765 shares under the terms of its Scrip Dividend Scheme in the year. ;
No disclosures have been made in accordance with IFRS 2 for share based payments to employees other than those
in the Remuneration Committee report on pages 99 to 101 on the basis of materiality.
17 Reserves o
The Group statement of changes in equity is shown on page 116. %
The following describes the nature and purpose of each reserve within equity: §
0
(1]

Share capital The nominal value of shares issued.

Share premium The premium paid for new ordinary shares issued above the nominal value.

Capital redemption reserve Amounts transferred from share capital on redemption of issued ordinary shares.

Areserve relating to the application of merger relief in the acquisition of LondonMetric
Management Limited and Metric Property Investments plc by the Company, the cost of
the Company's shares held in treasury and the cost of shares held in trust to provide for the
Company’s future obligations under share award schemes.

Otherreserve

g
=3
o o
33
oo
30
=22
v

Retained earnings The cumulative profits and losses after the payment of dividends.
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Notes forming part of the Group financial statements continued

For the year ended 31 March 2018

18 Analysis of movement in net debt

2018 2017
Cash and cash Cash and cash

equivalents Borrowings Net debt equivalents Borrowings Net debt
£000 £000 £000 £000 £000 £000

As at 31 March
Opening balance 42,944 466,319 423,375 42,621 567,910 525,289
Cash movement (16,782) 176,830 193,612 323 (101,819) (102,142)
Loanissue costs paid - (948) (948) - (1.181) (1.181)
Amortisation of loan issue costs = 1,350 1,350 - 1,409 1,409
Closing balance 26,162 643,551 617,389 42,944 466,319 423,375

19 Related party transactions

Management fees and profit distributions receivable from the Group's joint venture arrangements in which it has an equity

intferest were as follows:

Management fees Profit distributions

2018 2017 2018 2017

For the year to 31 March Group interest £000 £000 £000 £000
LSP Green Park Property Trust 31.4% - - - 10
LSP London Residential Investments 40.0% 384 475 5,303 5,120
Metric Income Plus Partnership 50.0% 1,008 854 3.750 3,434
LMP Retail Warehouse JV Property Unit Trust 45.0% 329 384 3.221 2,161
1,721 1,713 12,274 10,725

Transactions between the Company and its subsidiaries, which are related parties, have been eliminated on consolidation.

20 Events after the balance sheet date

On 11 April 2018 the Group conditionally exchanged to sell four distribution and two industrial warehouses for £36.0 million.

The Group completed the disposal of the Superdrug Distribution Centre in South EiImsall for £15.0 million on 26 April 2018.

On 27 April 2018 the Group's residential joint venture exchanged on a bulk sale of 10 flats at Moore House, London for

£17.0 million.

On 7 May 2018 the Group completed the disposal of the Morrisons store at Loughborough for £32.5 million

On 8 May 2018 the Group's Metric Income Plus partnership completed the acquisition of a forward funded development in

Telford for £4.0 million (Group share: £2.0 million)

On 10 May 2018 the Group's Metric Income Plus partnership completed the acquisition of a Wickes store in Newmarket for

£6.3 million (Group share: £3.1 million).
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Company balance sheet

As at 31 March §
2018 2017
Note £000 £000 e
Fixed assets 2
Investment in subsidiaries iii 893,822 785,413 g
Other tangible assets 78 310
Derivative financial instruments Vi 2,762 - o
896,657 785723 3
Current assets %
Trade and other receivables iv 455,112 312,732 T
Cash at bank 17,574 37,103 §
472,686 349,835
Total assets 1,369,343 1,135,558 o
Current liabilities 3 é—
Trade and other payables v 11,050 10,849 & %’
11,050 10,849 ’
Non current liabilities
Borrowings Vi 516,362 272,505 pd
Derivative financial instruments vi = 17,600 39
516,362 290005 238
Total liabilities 527,412 300,954 ®
Net assets 841,931 834,604
Equity -
Called up share capital 69,722 69,238 g‘%
Share premium 96,079 88,548 3%
Capital redemption reserve 9,636 9,636 ‘5
Otherreserve 39,694 69,101
Retained earnings 626,800 598,081
Equity shareholders’ funds 841,931 834,604 -
The Company reported a profit for the financial year to 31 March 2018 of £50.8 million (2017: £93.5 million). =
The financial statements were approved and authorised for issue by the Board of Directors on 30 May 2018 and were signed
onits behalf by:
M Mt,,\ e C]“MV' %’
Marﬁn MgGann 3
Finance Director 2

Registered in England and Wales, No 7124797

The notes on pages 139 to 141 form part of these financial statements.

g
=3
o o
33
oo
30
39
v
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Company statement of changes i equaty

For the year ended 31 March

Capital
Share Share redemption Other Retained
capital premium reserve reserve earnings Total
£000 £000 £000 £000 £000 £000
At 1 April 2017 69,238 88,548 9,636 69,101 598,081 834,604
Profit for the year - - - - 50,771 50,771
Purchase of shares held in frust - - - (2,783) - (2,783)
Vesting of shares held in trust - - - 3911 (3,635) 276
Share based awards - - - - 2,420 2,420
Reserve fransfer of impairment
in subsidiary - - - (30,535) 30,535 -
Dividends paid 484 7,531 - - (51,372) (43,357)
At 31 March 2018 69,722 96,079 9,636 39,694 626,800 841,931
Capital
Share Share redemption Other Retained
capital premium reserve reserve earnings Total
£000 £000 £000 £000 £000 £000
At 1 April 2016 62,804 - 9,636 80,112 542,791 695,343
Profit for the year - - - - 93,541 93,541
Ordinary share capital issued 6,280 86,492 - - - 92,772
Purchase of shares held in frust - - - (5.195) - (5.195)
Vesting of shares held in frust - - - 3,633 (3,629) 4
Share based awards - - - - 1,833 1,833
Reserve fransfer of impairment
in subsidiary - - - (9,449) 9,449 -
Dividends paid 154 2,056 - - (45,904) (43,694)
At 31 March 2017 69,238 88,548 9,636 69,101 598,081 834,604

The notes on pages 139 to 141 form part of these financial statements.
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Noles formung part of the Company financial statements

o
3
For the year ended 31 March 2018 é’
i Accounting policies
Accounting convention 8
The separate financial statements of the Company are presented as required by the Companies Act 2006. They have been g'
prepared in accordance with FRS 101 (Financial Reporting Standard 101) ‘Reduced Disclosure Framework’ as issued by the g
Financial Reporting Council. =
As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available under that standard
in relation to share based payments, financial instruments, capital management, presentation of a cash flow statement o
and certain related party fransactions. 3
Q
The accounting policies relevant to the Company are the same as those set out in the accounting policies for the Group, 3
except as noted below. ';0_:
Subsidiary undertakings o
Investments in subsidiary companies are stated at cost less any provision for impairment.
o)
ii Profit attributable to members of the parent undertaking 3 §
As permitted by Section 408 Companies Act 2006, the income statement of the Company is not presented as part of these & §
financial statements. The reported profit of the Company was £50.8 million (2017: £93.5 million). 2
Audit fees in relation to the Company only were £110,500 in the year (2017: £75,480).
iii Fixed asset investments o
Subsidiary 2 2
undertakings g g
£000 3
A1 April 2017 785,413 N
Additions 319914
Disposals (180,970) wd
Impairment of investment (30,535) §.'8
=]
At 31 March 2018 893822 4 &
(]
The carrying value of the Company’s investments was impaired by £30.5 million following an impairment review to assess
the recoverable amount based on the net assets of the subsidiary companies.
The Company is incorporated in England and is the ultimate holding company of the Group and has the following
subsidiary undertakings: .
Country of  Proportion of voting rights z
incorporation or held (by way of share
registration® capital or units held) Nature of business
London & Stamford Property Limited Guernsey 100% Intermediate holding company
LondonMetric Management Limited Guernsey 100% Management company
LMP Retail Warehouse JV Holdings Limited' Guernsey 81.88% Intermediate holding company o
<
Metric Property Investments plc England 100% Intermediate holding company g
Metric Property Finance 1 Limited England 100% Intermediate holding company %
Metric Property Finance 2 Limited England 100% Intermediate holding company °
Metric LP Income Plus Limited' England 100% Intermediate holding company
LSI (Investments) Limited England 100% Property investment
LSI Developments Limited England 100% Property investment r:n'; =
LondonMetric Saturn Limited England 100% Property investment % %
LondonMetric Retail Distribution | Limited England 100% Property investment 4
LondonMetric Saturn Il Limited England 100% Property investment
LondonMetric Retail Distribution Il Limited England 100% Property investment
LondonMetric Retail Distribution Il Limited England 100% Property investment
LondonMetric Liverpool Limited England 100% Property investment
LondonMetric Swindon Limited England 100% Property investment
LondonMetric Distribution Limited England 100% Property investment
LondonMetric Retail Limited England 100% Property investment
LondonMetric Edinburgh Limited England 100% Property investment
LondonMetric Derby Limited England 100% Property investment
Goresbrook Property Limited England 100% Property investment
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Notes forming part of the Company financial statements continued

For the year ended 31 March 2018

iii Fixed asset investments (continued)
Country of  Proportion of voting rights

incorporation or held (by way of share

registration® capital or units held) Nature of business
LondonMetric Crawley Limited England 100% Property investment
Metric Property Launceston Limited England 100% Property investment
Metric Property Loughborough Limited! England 100% Property investment
Metric Property Coventry Limited England 100% Property investment
Metric Property Bedford Limited! England 100% Property investment
Metric Property Kirkstall Limited' England 100% Property investment
Metric Property Kings Lynn Limited' England 100% Property investment
LondonMetric Logistics Limited England 100% Property investment
L&S Business Space Limited'? Guernsey 100% Property investment
L&S Highbury Limited'? Guernsey 100% Property investment
LMP Green Park Cinemas Limited'2 Guernsey 100% Property investment
LMP Thrapston Limited'? Guernsey 100% Property investment
LMP Bell Farm Limited'? Guernsey 100% Property investment
LMP Omega Il Limited'? Guernsey 100% Property investment
LMP Wakefield Limited'? Guernsey 100% Property investment
LMP Dagenham Limited'? Guernsey 100% Property investment
LMP GB1BO1 LLC'? Delaware 100% Property investment
LMP GB1B02 LLC'? Delaware 100% Property investment
LMP GB1B04-B05 LLC'? Delaware 100% Property investment
LMP GBIWOI LLC'? Delaware 100% Property investment
LMP GBIWO02 LLC'? Delaware 100% Property investment
LMP GBIWO03-W04 LLC'? Delaware 100% Property investment
LMP GBIWO0S5 LLC'? Delaware 100% Property investment
LMP GBIWO06 LLC'2 Delaware 100% Property investment
LMP GBIWO07-W08 LLC'? Delaware 100% Property investment
LMP GB2MO1 LLC'? Delaware 100% Property investment
LMP GB3BO1 LLC'? Delaware 100% Property investment

1 Undertakings held indirectly by the Company
2 Exempt from the requirement fo file audited accounts

3 Theregistered address for companies incorporated in England is One Curzon Street, London, W1J 5HB. The registered address for companies incorporated in Guernsey is
Regency Court, Glategny Esplanade, St Peter Port, Guernsey, GY1 3AP. The registered address for companies incorporated in Delaware is The Corporation Trust Company,
Corporation Trust Centre, 1209 Orange Street, Wilmington, DE19801

All of the undertakings listed above operate in their country of incorporation except those who are tax resident in the UK.
All shares held are ordinary shares.

iv Trade and other receivables

2018 2017
As at 31 March £000 £000
Prepayments and accrued income 915 514
Otherreceivables 32 933
Amounts due from subsidiary undertakings 454,165 311,285
455,112 312,732
All amounts under receivables fall due for payment in less than one year.
v Trade and other payables
2018 2017
As at 31 March £000 £000
Trade payables 530 797
Other accruals and deferred income 7,646 7,627
Other payables 2,874 2,425

11,050 10,849
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vi Borrowings and financial instruments
Non current financial liabilities 8
2018 2017 2
As at 31 March £000 £000 E3
«Q
Secured bank loan 520,000 277,000 =
Unamortised finance costs (3.638) (4,495)
516,362 272,505 £
The following table shows the contractual maturity profile of the Company’s financial liabilities on an undiscounted cash flow 3
basis and assuming settlement on the earliest repayment date. )
T
Derivative §
Bank financial o
loans instruments 2018 2017
As at 31 March £000 £000 £000 £000
Less than one year 12,843 1,000 13,843 11,494 3 8
One fo five years 429,856 3,683 433,539 87,657 % g
More than five years 136,364 - 136,364 251,688 - é
579,063 4,683 583,746 350,839
Derivative financial instruments .
The Company is exposed to market risk through interest rate fluctuations. It is the Company’s policy that a significant portion 3 %
of external bank borrowings are at either fixed or capped rates of interest in order to manage this risk. =3
. - . . £8
The Company uses interest rate swaps and caps to manage its interest rate exposure and hedge future interest rate risk for §
the term of the bank loan. Although the Board accepts that this policy neither protects the Company entirely from the risk
of paying rates in excess of current market rates nor eliminates fully the cash flow risk associated with interest payments,
it considers that it achieves an appropriate balance of exposure to these risks.
o
The market values of hedging products change with interest rate fluctuations, but the exposure of the Company to §§
movements in interest rates is protected by way of the hedging products listed below. In accordance with accounting %'3
standards, fair value is estimated by calculating the present value of future cash flows, using appropriate market discount 4o
rates. For all derivative financial instruments this equates to a Level 2 fair value measurement as defined by IFRS 13 Fair ®
Value Measurement. The valuation therefore does not reflect the cost or gain to the Company of cancelling its interest rate
protection at the balance sheet datfe, which is generally a marginally higher cost (or smaller gain) than a market valuation.
Details of the fair value of the Company'’s derivative financial instruments that were in place are provided below.
=
As at 31 March Average rate Notional Fair value =
2018 2017 2018 2017 2018 2017
Interest rate caps - expiry %o % £000 £000 £000 £000
Less than one year 2.0 2.0 70,000 16,313 = -
One fo two years 3.0 2.0 10,000 70,000 - 1 Q
Two to five years - 3.0 - 10,000 - 1 g
2. 2. 80,000 96,313 - 2 3
(1]
As at 31 March Average rate Notional Fair value
2018 2017 2018 2017 2018 2017
Interest rate swaps — expiry % % £000 £000 £000 £000 w _
Q =
Less than one year 0.6 - 50,000 - 18 - f'g" 8
One to two years 2.0 0.6 10,000 50,000 (122) (134) 3 %
Two to five years 1.3 2.0 425,000 10,000 2,866 (318)
Greater than five years - 2.1 - 425,000 - (17,150)
1.3 1.9 485,000 485,000 2,762 (17,602)
Total fair value 2,762 (17.600)

Further information on financial risk management policies and practices can be found in note 14 of the Group accounts.

vii Related party transactions
Related party transactions for the Company are as noted for the Group in note 19 to the Group financial statements.
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Supplementary information (not audited)

i EPRA summary table

2018 2017

EPRA earnings per share 8.5p 8.2p
EPRA net asset value per share 165.2p 149.8p
EPRA triple net asset value per share 165.7p 146.4p
EPRA vacancy rate 2.5% 0.4%
EPRA cost ratio (including vacant property costs) 15% 16%
EPRA cost ratio (excluding vacant property costs) 15% 15%
EPRA net initial yield 4.5% 4.5%
EPRA ‘topped up' net initial yield 4.9% 5.4%
The definition of these measures can be found in the Glossary on page 147.
ii EPRA proportionally consolidated income statement

Group Jv 2018 Group Vv 2017
For the year to 31 March £000 £000 £000 £000 £000 £000
Gross rentalincome 81,988 9,794 91,782 73,905 211 83,016
Property costs (828) (401) (1,229) (814) (413) (1,227)
Net rental income 81,160 9,393 90,553 73,091 8,698 81,789
Management fees 1,721 (763) 958 1,713 (732) 981
Administrative costs (13,800) (106) (13,206) (13,268) (85) (13,353)
Net finance costs (16,475) (1,982) (18,457) (16,304) (2,094) (18,398)
Other (32) - (32) (13) - (13)
EPRA earnings 52,574 6,542 59,116 45,219 5,787 51,006
iii EPRA proportionally consolidated balance sheet

Group i\ 2018 Group % 2017
As at 31 March £000 £000 £000 £000 £000 £000
Investment property 1,677,555 164,455 1,842,010 1,373,400 160,428 1,533,828
Gross debt (650,000) (58,938) (708,938) (473,170) (54,563) (527,733)
Cash 26,162 13,128 39,290 42,944 3,200 46,144
Other net (liabilities)/assets (24,710) (1,042) (25,752) (20,476) (1,269) (21,745)
EPRA net assets 1,029,007 117,603 1,146,610 922,698 107,796 1,030,494
Loan to value 35% 28% 35% 30% 32% 30%
Cost of debt 2.7% 3.4% 2.8% 3.6% 3.4% 3.5%
Undrawn facilities 53,750 12,050 65,800 296,750 2,938 299,688
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iv EPRA cost ratio
2018 07 €
For the year to 31 March £000 £000 @
Property operatfing expenses 828 814 Eﬁ
Administration expenses 13,800 13,268 =
Share of joint venture property operating, administration expenses and management fees 1,270 1,230
Less: 8
Joint venture property management fee income (1,721) (1,713) 3
Ground rents (127) (121) g
Total costs including vacant property costs (A) 14,050 13,478 g
Group vacant property costs (253) (548) N
Share of joint venture vacant property costs (204) (236) o
Total costs excluding vacant property costs (B) 13,593 12,694 3 g_
Gross rental income 81,988 73,905 é %
Share of joint venture gross rentalincome 9,794 21M 2
91,782 83,016
Less:
Ground rentfs (127) 21  _¢
Total gross rental income (C) 91,655 82,895 % %
Total EPRA cost ratio (including vacant property costs) (A)/(C) 15% 16% = %
Total EPRA cost ratio (excluding vacant property costs) (B)/(C) 15% 15% ’
v EPRA net initial yield and ‘topped up’ net initial yield -
2018 2017 §§
As at 31 March £000 £000 g'g
Investment property —wholly owned 1,677,555 1,373,400 a g’
Investment property —share of joint ventures 164,455 160,428
Less development properties (43,485) (27.315)
Less residential properties (30.139) (41.111)
Completed property portfolio 1,768,386 1,465,402 =
Allowance for: .
Estimated purchasers’ costs 120,250 99,647
Estimated costs to complete 30,848 39,309
EPRA property portfolio valuation (A) 1,919,484 1,604,358 ©
Annualised passing rental income 78,378 65,169 ,_%
Share of joint ventures 9,263 8,814 §
Less development properties (1,198) (1,243) o
Less residential properties (352) (52¢)
Annualised net rents (B) 86,091 72,214
Contractual rental increases for rent free periods 6,247 10,558 § 'g’!
Contractual rental increases for stepped rental uplifts 1,685 3,151 % 3‘
‘Topped up’ net annualised rent (C) 94,023 85,923 =
EPRA net initial yield (B/A) 4.5% 4.5%
EPRA ‘topped up’ net initial yield (C/A) 49% 5.4%
vi EPRA Vacancy rate
2018 2017
As at 31 March £000 £000
Annualised estimated rental value of vacant premises 2,407 384
Portfolio estimated rental value! 95,808 86,228
EPRA vacancy rate 2.5% 0.4%

1 Excludes residential and development properties
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Supplementary information (not audited) continued

vii EPRA capital expenditure analysis

Group Vv Total Group NV Total
2018 2018 2018 2017 2017 2017
As at 31 March £000 £000 £000 £000 £000 £000
Opening valuation 1,373,400 160,428 1,533,828 1,346,110 174,741 1,520,851
Acquisitions 274,562 15,180 289,742 81,043 9,146 90,189
Developments' 61,648 848 62,496 68,741 - 68,741
Capital expenditure? 20,236 125 20,361 18,055 561 18,616
Disposals (172,038) (18,937) (190,975) (175,615) (22,631) (198,24¢)
Revaluation 114,723 6,842 121,565 22,200 (1.227) 20,973
Lease incentives 5,024 (31) 4,993 12,866 (162) 12,704
Closing valuation 1,677,555 164,455 1,842,010 1,373,400 160,428 1,533,828
1 Includes capitalised interest of £1.7 million (2017: £1.9 million) and capitalised staff costs of £1.8 million (2017: £1.8 million)
2 Capital expenditure on completed properties
viii Total accounting return
2018 2017
For the year to 31 March £000 £000
EPRA net asset value
—atend of year 1,146,610 1,030,494
—at start of year 1,030,494 922,105
Increase 116,116 108,389
Dividend paid 43,357 43,694
Equity placing - (92,772)
Netincrease 159,473 59,311
Total accounting return 15.5% 6.4%
ix Portfolio split and valuation
2018 2018 2017 2017
As at 31 March £m % £m %
Mega distribution 500.8 27.2 477.8 31.1
Regional distribution 379.0 20.6 303.4 19.8
Urban logistics 358,38 19.1 146.2 9.5
Distribution 1,233.1 66.9 927.4 60.4
Convenience & leisure 174.7 9.5 156.2 10.2
Longincome 220.8 12.0 166.6 10.8
Retail parks 139.8 7.6 145.2 9.5
Office = = 70.0 4.6
Investment portfolio 1,768.4 96.0 1,465.4 95.5
Development — distribution' 29.4 1.6 22.8 1.5
Development - retail? 14.1 0.8 4.5 0.3
Residential 30.1 1.6 41.1 2.7
Total portfolio 1,842.0 100.0 1,533.8 100.0

1 Represents regional distribution of £16.2 million (0.9%) and urban logistics of £13.2 million (0.7%) at 31 March 2018
2 Represents long income of £8.2 million (0.5%) and convenience and leisure of £5.9 million (0.3%) at 31 March 2018
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x Investment porifolio yields
2018 2017 o
EPRA Equivalent EPRA P
EPRANIY topped up NIY yield EPRANIY topped up NIY Equivalent yield a
As at 31 March % % % % % % <‘<3
Distribution 4.3 4.6 5.3 4.1 5.0 5.5
Convenience & leisure 4.7 49 5.3 5.1 5.2 6.0
Long income 56 59 55 6.2 6.5 60 £
Retail parks 4.5 5.6 5.6 3.8 5.7 59 %
Office - - - 5.8 6.5 7.4 5
T
Investment portfolio 4.5 4.9 5.8 4.5 5.4 5.8 a
1)
xi Investment porifolio — Key statistics
WAULT WAULT
Area to expiry to first break Occupancy Average rent 9
As at 31 March 2018 £000 sq ft years years % £ per sq ft § é—
Distribution 11,333 12.1 1.2 96.2 5.60 &g
Convenience & leisure 563 17.2 17.0 100.0 16.70 2
Longincome 1,192 11.0 9.3 100.0 19.70
Retail parks 443 1.1 9.3 100.0 18.90
Investment portfolio 13,531 12.4 11.3 97.5 7.40 _ E
Distribution development’ 62 % %
Retail development’ 69 2 %
Commercial portfolio 13,662 ®
1 Excludes development sites at Bedford, Weymouth and Derby
xii Total property returns =D
All property All property &9
2018 2017 332
For the year to 31 March % % a g"
Capital return 7.9 1.7
Income return 55 5.6
Total return 13.7 7.4
xiii Contracted rental income Z
2018 2017
As at 31 March £m £m
Distribution 61.1 50.9
Convenience & leisure 9.4 8.8
Longincome 139 1.5 o
<
Retail parks 8.4 9.4 g
Office - 49 g
Investment portfolio 92.8 85.5 °
Development — distribution 0.4 0.8
Development —retail 0.8 0.5
Commercial portfolio 94.0 86.8 g
Residential 0.4 0.5 % %
Total portfolio 94.4 87.3 22

xiv Rent subject to expiry
Within 3years  Within 5 years Within 10 years Within 15 years Within20 years  Over 20 years

As at 31 March 2018 %o %o % %o %o A
Distribution 7.5 15.8 440 72.8 84.0 100.0
Convenience & leisure 3.7 3.7 22.4 27.6 44.5 100.0
Longincome 0.6 10.1 41.1 88.6 97.6 100.0
Retail parks 5.6 5.6 45.6 89.7 100.0 100.0

Commercial portfolio 5.9 12.8 41.5 72.2 83.5 100.0
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xv Contracted rent subject to RPI or fixed uplifts for investment portfolio

2018 2018 2017 2017
As at 31 March £m % £m %
Distribution 34.6 56.2 29.9 57.8
Convenience & leisure 6.9 73.4 7.7 87.5
Longincome 4.7 32.2 3.4 29.6
Retail parks 1.1 12.5 1.4 14.1
Office = = 3.0 60.9
Commercial portfolio 47.3 50.3 45.4 52.4
xvi Top ten assets (by value)
Contracted WAULT WAULT
Area rent Occupancy to expiry to first break
As at 31 March 2018 £000 sq ft £m o years years
Primark, Islip 1,062 585 100.0 22.5 22.5
Eddie Stobart, Dagenham 454 4.1 100.0 25,5 25.5
Primark, Thrapston 783 4.2 100.0 14.5 14.5
Dixons Carphone, Newark 726 4.4 100.0 158 158
Argos, Bedford 658 3.8 100.0 4.7 4.7
Amazon, Omega South, Warrington 357 2.1 100.0 13.7 13.7
Poundworld, Wakefield 527 2.6 100.0 8.8 13.5
M&S, Sheffield 626 2.6 100.0 5.7 &3
Kirkstall Bridge, Leeds 120 2.5 100.0 10.4 79
Airport Retail Park, Coventry 138 2.0 100.0 9.5 8.9
xvii Top ten occupiers
Contracted Market Contracted
rentalincome  capitalisation  rentalincome
As at 31 March 2018 £m £bn %o
Primark’ 9.7 21.4 10.2
Dixons Carphone 7.8 2.4 8.3
M&S 7.0 4.6 7.4
DHL' 4.1 39.0 4.3
Argos' 4.1 6.9 4.3
Eddie Stobart 4.1 0.5 4.3
DFS 3.6 0.5 3.9
Odeon' 3.3 2.1 &9
Poundworld 2.7 n/a 29
Clipper Logistics 2.2 0.4 2.4
Top ten 48.6 515
Other commercial 45.4 48.1
Total commercial 94.0 99.6
Residential 0.4 0.4
Total Group 94.4 100.0

1 Market capitalisation of Parent Company
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Building Research Establishment lease incentives such as discounted Logistics
Environmental Assessment Methodology rent periods and stepped rents The organisation and implementation o
(‘BREEAM") EPRA Vacanc of operations fto manage the flow of ®
y A P : =
A set of qssessmem‘ methods onq The Estimated Rental Value (ERV) of physical |Tems from origin fo the point a
tools de&gned to help construc’r_lqn immediately available vacant space of consumption =2
professpnols unde(sfond and mifigate as a percentage of the total ERV Net Debt h
?:é%g%l?g?;g;%gggﬁ grf\:'jhguild of the Investment Portfolio The Group's bank quns net of cash
Canital Return Equivolheni Yield balances at the period end 8
Thepvclluoﬁon movement on the propert The weighted average income return Net Rental Income 3
tolio adiusted f ital P (:FJ)'T Y expressed as a percentage of the market  Gross rental income receivable after %
pog ollca JU(Sje orcapi ? expefnfh| U value of the property, after inclusion of deduction for ground rents and other net o
22pi%gﬁéleoygé%\F/)eerrfche;poegri?)g € estimated purchaser’s costs property outgoings including void costs ?—,
Commercial porffolio Estimated Rental Value (‘ERV") and net service charge expenses 2
The G ) P i Holi ludi The external valuers' opinion of the Occupancy Rate
?d roppl S Property porfiolio excluding o nen market rent which, on the date The ERV of the let units as a percentage
residential properties of valuation, could reasonably be of the total ERV of the Investment Portfolio 8
Contracted Rent _ expected fo be thoined on anew Omni-Channel Retailing § g
;rr;ioner:%ﬂlssed rent excluding rent letting or rent review of a property The evolution of mulfi-channel refailing & %
P European Public Real Estate Association providing a seamless shopping a
Cost of Debt (‘EPRA’) experience for the consumer through
Weighted average interest rate payable The European Public Real Estate all available shopping channels,
Debt Maturity Association (EPRA) is the industry body ie physical, internet, mobile, social media, .
Weighted average period to expiry ior ETur(épE)ﬁon Real Estate Investment felephone, catalogue etc . %
of drawn debt rusts (REITs) Passing Rent =3
Distribution Gross rental income The gross rent payable by tenants under 2 g
The activity of delivering a product for Rental irjcome for the period from let operating leases, less any ground rent o
consumption by the end user Er(lz.per'h?s reporteoTI ;Jhnder ITFRé, oi‘rer payable under head leases
aking into account the net effects AP TESa—
Energy Performance Certificate (‘EPC’) of straight lining for lease incentives, Eﬂg%ﬂ%g}fgg erglﬂstisr 'gfuf';]:nc(;gg ) s
Required cerfificate whenever a property  including rent free periods. Gross rental tax-exemot rop oty business un dper the z
Is built, sold or rented. An EPC gives a income willinclude, where relevant, REI rogulations. The PID dvidend is poia g3
property an energy efficiency rating from  turnover based rent, surrender premiums after dgeduc‘rin s withholding tax at ﬂpE %’g
A (most efficient) to G (least efficient) and and car parking income basic rat 9 9 ac
is valid for ten years. An EPC contains G asicrate o
information about a property’s energy L ro:j:p Metric P v Pl g Real Estate Investment Trust (‘REIT")
use and typical energy costs, and .Ton ghd' Elrnc Froperty Fic an A listed property company which
recommendations about how to reduce s susidiaries quadlifies for and has elected into a tax
energy use and save money IFRS regime which is exempt from corporation
EPRA Cost Ratio The International Financial Reporting tax on profits from property rentalincome =
Administrative and operating costs Sfondorqs issued by the International gnd UK capital gcﬂtjs on the sale of ~
(including and excluding costs of ASCO?JHS%Q ?Lonézlords BOOLd gnd investment properties
direct vacancy) as a percentage adopted by the European Union Total Accounting Return (‘TAR’)
of gross rentalincome Income Return The movement in EPRA NAV plus the
EPRA Earnings per Share (‘EPS’) Net rental income expressed as a dividend paid during the period o
Recurring earnings from core operational percenfoge‘of capital employed expressed as a percentage of The EPRA ¢
activities divided by the average number over the period NAV at the beginning of the period g
of shares in issue over the year Investment Porifolio Total Property Return (‘TPR’) g
The Group's property portfolio excluding Unlevered weighted capital and income o

EPRA NAV per Share
Balance sheet net assets excluding
fair value of derivatives, divided by
the number of shares inissue at the
balance sheet date

EPRA NNNAV per Share

EPRA NAV per share adjusted to include
the fair value of financial instruments,
debt and deferred taxes at the balance
sheet date

EPRA net initial yield

Annualised rentalincome based on cash
rents passing at the balance sheet date,
less non recoverable property operating
expenses, expressed as a percenfage of
the market value of the property, after
inclusion of estimated purchaser’s costs

EPRA topped up net initial yield
EPRA net inifial yield adjusted for
expiration of rent free periods or other

development, land holdings and
residential properties

Investment Property Databank (‘IPD’)
Investment Property Databank (IPD) is

a wholly owned subsidiary of MSCI
producing an independent benchmark
of property returns and the Group's
portfolio returns

Like for Like Income Growth

The movement in contracted rental
income on properties owned through
the period under review, excluding
properties held for development

and residential

Loan to Value (‘LTV’)

Net debt expressed as a percentage

of the total property portfolio value

at the period end, adjusted for deferred
completions on sales

return of the property portfolio as
calculated by IPD

Total Shareholder Return (‘TSR’)

The movement in the ordinary share price
as quoted on the London Stock Exchange
plus dividends per share assuming that
dividends are reinvested at the time of
being paid

Weighted Average Interest Rate

The tofal loan interest and derivative costs
per annum (including the amortisation

of finance costs) divided by the total delbt
inissue af the period end

Weighted Average Unexpired Lease Term
(‘WAULT")

Average unexpired lease term across

the investment portfolio weighted

by Contracted Rent

g
=3
o o
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Notice of Annual General Meeting

This document is important and requires your immediate attention. If you are in any doubt
as to the action you should take, you should seek your own personal financial advice from
your stockbroker, bank manager, solicitor, accountant, or other financial advisor authorised
under the Financial Services and Markets Act 2000.

If you have sold or otherwise transferred all your ordinary shares, please send this document,
together with the accompanying documents, as soon as possible to the purchaser or
transferee, or to the stockbroker, bank or other agent through whom the sale or transfer

was effected, for delivery to the purchaser or transferee.

Notice is hereby given that the Annual General Meeting

of the members of LondonMetric Property Plc (Registered
number 7124797) will be held at The Connaught, Carlos
Place, Mayfair, London WI1K 2AL on 11 July 2018 at 10.00 am.

Resolutions 1 to 16 (inclusive) will be proposed as ordinary
resolutions and resolutions 17 to 20 (inclusive) will be
proposed as special resolutions.

1.

That the Annual Report and Audited Financial
Statements for the year ended 31 March 2018 be
considered and approved.

That the Annual Report on Remuneration in the form
set out in the Annual Report and Audited Financial
Statements for the year ended 31 March 2018

be approved.

That Deloitte LLP be reappointed as auditor of the
Company, to hold office until the conclusion of the next
general meeting at which accounts are laid before
the Company.

That the Directors be authorised to determine the
remuneration of the auditor.

That Patrick Vaughan be re-elected as a Director.
That Andrew Jones be re-elected as a Director.
That Martin McGann be re-elected as a Director.
That Valentine Beresford be re-elected as a Director.
That Mark Stirling be re-elected as a Director.

That James Dean be re-elected as a Director.

That Alec Pelmore be re-elected as a Director.
That Philip Watson be re-elected as a Director.

That Rosalyn Wilton be re-elected as a Director.
That Andrew Livingston be re-elected as a Director.
That Suzanne Avery be elected as a Director.

That the Directors be and they are hereby generally
and unconditionally authorised in accordance with
Section 551 of the Companies Act 2006 (the ‘2006 Act’),
in substitution for all existing authorities:

a. to exercise all the powers of the Company to allot
shares and to make offers or agreements to allot
shares in the Company or grant rights to subscribe
for or to convert any security into shares in the
Company (together ‘Relevant Securities’) up to an
aggregate nominal amount of £23,247,835 (such
amount to be reduced by the nominal amount of
any equity securities (within the meaning of Section
560 of the 2006 Act) allotted under paragraph 16b
below in excess of £23,247,835); and

b. to exercise all the powers of the Company fo allot
equity securities (within the meaning of Section 560
of the 2006 Act) up to a maximum nominal amount
of £46,495,670 (such amount to be reduced by
any Relevant Securities allotted or granted under
paragraph 16a above) provided that this authority
may only be used in connection with a rights issue
in favour of holders of ordinary shares and other
persons entitled to participate therein where the
equity securities respectively attributable to the
interests of all those persons at such record date
as the Directors may determine are proportionate
(as nearly as may be) o the respective numbers
of equity securities held by them or are otherwise
allotted in accordance with the rights attaching to
such equity securities subject to such exclusions or
other arrangements as the Directors may consider
necessary or expedient to deal with fractional
entitlements or legal difficulties under the laws of
any ferritory or the requirements of a regulatory
body or stock exchange or by virtue of shares being
represented by depositary receipts or any other
matter whatsoever,

provided that the authorities in paragraphs 16a and
16b shall expire at the conclusion of the next Annuall
General Meeting of the Company after the passing

of this resolution (or, if earlier, on the date which is

15 months after the date of this Annual General
Meeting), except that the Company may before such
expiry make an offer or agreement which would or
might require Relevant Securities or equity securities as
the case may be to be allotted (and freasury shares to
be sold) after such expiry and the Directors may allot
Relevant Securities or equity securities (and sell freasury
shares) in pursuance of any such offer or agreement as
if the authority in question had not expired.

That the Directors be and are empowered, in
accordance with Sections 570 and 573 of the 2006 Act,
to allot equity securities (as defined in Section 560(1)

of the 2006 Act) for cash pursuant to the authority
conferred by resolution 16 or by way of a sale of
freasury shares as if Section 561(1) of the 2006 Act did
not apply to any such allotment or sale, provided that
this power shall be limited to:

a. the allotment of equity securities and sale of treasury
shares for cash in connection with an offer of, or
invitation to apply for, equity securities made to (but
in the case of the authority conferred by paragraph
16b of resolution 16 above, by way of arights
issue only):

(i) to ordinary shareholders in proportion (as nearly
as may be practicable) to their existing holdings;
and
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(i) to holders of other equity securities as required 19.  That the Company be and is hereby generally and
by the rights of those securities or, if the Directors unconditionally authorised, in accordance with o
ofherwise consider necessary, as permitted by Section 701 of the 2006 Act, to make market purchases 2.
the rights of those securities, (within the meaning of Section 693(4) of the 2006 Act) %
and so that the Directors may imoose any limits or of ordinary shares of 10p each in the capital of the Q
o yimp i Company (‘ordinary shares’) on such ferms and in
restrictions and make any arrangements which they h the Direct f H g
consider necessary or appropriate fo deal with any sueh manner as the LIrectors may from fime 1o fime
- - determine provided that: o
treasury shares, fractional entittements, record dates, S
legal, regulatory or practical problems in, or under a. the maximum number of ordinary shares authorised _g
the laws of, any territory or any other matter; and to be purchased is 69,743,505; 2
b. the allotment of equity securities or sale of treasury b. the minimum price which may be paid for an %
shares (otherwise than under paragraph 17a above) ordinary share is 10p being the nominal amount o
up fo an aggregate nominal amount of £3,487,175, thereof (exclusive of expenses payable by
. . . . the Company);
provided that this power shall expire at the conclusion o
of the next Annual General Meeting of the Company c. the maximum price which may be paid for an 3 2;
(or, if earlier, on the date which is 15 months after the ordinary share (exclusive of expenses payable by 2
date of this Annual General Meeting) but prior to its the Company) cannot be more than the higher of: 2
expiry the Compony may mokg offers, ond enfer into (i) 105% of the average market value of an ordinary
agreements, which would, or might, require equity h for the five busi d iorto the d E—
securities to be allotted (and treasury shares fo be share for ihe five business days priorfo ine day
- - . on which the ordinary share is contracted to be pd
sold) after the authority expires and the Directors may . 2]
. .. purchased; and 33
allot equity securities (and sell freasury shares) under 23
any such offer or agreement as if the authority had (i) the value of an ordinary share calculated 2 a2
not expired. on the basis of the higher of: a
18. That the Directors be and are empowered, in addition A. the last independent trade of; or
to any authority granted under resolution 17, to allot . . .
equity securities (as defined in Section 560(1) of the B. the highest currentindependent bid for, o’
2006 Act) for cash pursuant fo the authority conferred any number of ordinary shares on the trading venue §.§
by resolution 16 or by way of a sale of tfreasury shares where the market purchase by the Company will be 2 2
as if Section 561(1) of the 2006 Act did not apply to any carried out; and @ 2
such allofment or sale, such power fo be: the authority conferred shall expire at the conclusion
a. limited to the allotment of equity securities or sale of the next Annual General Meeting of the Company
of treasury shares up to a nominal amount of except that the Company may before such expiry
£3,487,175; and make a contract fo purchase its own shares which -
b. used only for the purposes of financing (or \cg/fllrleorrsTcOhye?(e ifompleted or executed wholly or partly z
refinancing, if the authority is to be used within six pIry-
months after the original transaction) a fransaction 20. That the Company is authorised to call any general
which the Directors determine to be an acquisition meeting of the Company other than the Annual —
or other capital investment of a kind contemplated General Meeting by notice of at least 14 clear days o
by the Statement of Principles on Disapplying Pre- during the period beginning on the date of the passing o
Emption Rights most recently published by the Pre- of this resolution and ending on the conclusion of the g
Emption Group prior to the date of this notice, next Annual General Meeting of the Company. g
0
(1]

provided that this power shall expire at the end of the
next Annual General Meeting of the Company (or, if
earlier, on the date which is 15 months after the date of
this Annual General Meeting) but, in each case, prior
o its expiry the Company may make offers, and enter
info agreements which would, or might, require equity
securities to be allotted (and treasury shares to be sold)
after the authority expires and the Directors may allot
equity securities (and sell treasury shares) under any
such offer or agreement as if the authority in question
had not expired.

By order of the Board

A’/-

Jadzia Duzniak
Company Secretary

30 May 2018

g
=3
o o
33
oo
30
=22
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Notuce of Annual General Meeting continued

Notes to the Notice of the Annual General Meeting:

(i)

(i)

(i)

(iv)

v)

(Vi)

(vil)

(il

Shareholders entitled to attend and vote at the meeting may
appoint one or more proxies (who need not be shareholders) to
attend, speak and vote on their behalf, provided that each proxy
is appointed to exercise the rights attaching to the different shares
held by him or her.

Your proxy could be the Chairman, another Director of the
Company or another person who has agreed fo aftend to
represent you. Your proxy will vote as you instruct and must attend
the meeting for your vote to be counted. Details of how to appoint
the Chairman or another person as your proxy using the proxy form
are set out in the notes to the proxy form.

Any person to whom this notice is sent who is a person nominated
under Section 146 of the 2006 Act to enjoy information rights (a
‘Nominated Person’) may, under an agreement between him/her
and the shareholder by whom he/she was nominated, have aright
to be appointed (or to have someone else appointed) as a proxy
for the Annual General Meeting. If a Nominated Person has no
such proxy appointment right, or does not wish to exercise it, he/she
may, under any such agreement, have a right fo give instructions
to the shareholder as to the exercise of voting rights. The statement
of rights of shareholders in relation to the appointment of proxies

in paragraph (i) above does not apply to Nominated Persons.

The rights described in that paragraph can only be exercised by
shareholders of the Company.

To have the right to attend and vote at the meeting you must hold
ordinary shares in the Company and your name must be entered
on the share register of the Company in accordance with note (vi)
below.

To be valid, Forms of Proxy (and the power of attorney or other
authority, if any, under which it is signed or a notarially certified
copy thereof) must be completed and signed and received by
Link Asset Services at PXS1, The Registry, 34 Beckenham Road,
Beckenham, Kent BR3 4ZF as soon as possible but, in any event,
so as fo arrive no later than 10.00 am on 9 July 2018. A Form of
Proxy accompanies this notice. Completion and return of a
Form of Proxy will not preclude members from aftending and
voting at the meeting should they wish to do so. Where you have
appointed a proxy using the hard copy proxy form and would
like to change the instructions using another hard copy proxy
form, please contact Link Asset Services at PXS1, The Registry, 34
Beckenham Road, Beckenham, Kent BR3 4ZF. The deadline for
receipt of proxy appointments (see above) also applies in relation
to amended instructions. Any attempt to terminate or amend a
proxy appointment received after the relevant deadline will be
disregarded. Where two or more valid separate appointments
of proxy are received in respect of the same share in respect of
the same meeting, the one which is last sent shall be treated as
replacing and revoking the other or others.

The time by which a person must be entered on the register of
members in order to have the right fo afttend or vote at the meeting
is close of business on 9 July 2018. If the meeting is adjourned, the
fime by which a person must be entered on the register of members
in order to have the right fo attend or vote at the adjourned
meeting is close of business on the day that is two days before

the date fixed for the adjourned meeting. Changes to enfries

on the register of members after such times shall be disregarded

in determining the rights of any person to attend or vote at

the meeting.

CREST members who wish to appoint a proxy or proxies by
utilising the CREST electronic proxy appointment service may do
so by utilising the procedures described in the CREST Manual.
CREST Personal Members or other CREST sponsored members,
and those CREST members who have appointed a voting service
provider(s), should refer to their CREST sponsor or voting service
provider(s), who will be able to take the appropriate action on
their behalf.

In order for a proxy appointment or instruction made by means
of CREST to be valid, the appropriate CREST message (a ‘CREST
Proxy Instruction’) must be properly authenticated in accordance
with Euroclear UK & Ireland’s specifications and must contain

the information required for such instructions, as described in the
CREST Manual. The message, regardless of whether it constitutes
the appointment of a proxy or an amendment to the instruction
given fo a previously appointed proxy, must, in order to be valid,
be transmitted so as to be received by the issuer's agent (ID
number RAT0) by 10.00 am on 9 July 2018. For this purpose, the
fime of receipt will be taken to be the time (as determined by the
fimestamp applied to the message by the CREST Applications

(ix)

(x)

(xi)

(i)

(i)

(xiv)

(xv)

(xvi)

Host) from which the issuer's agent is able to retrieve the message
by enquiry to CREST in the manner prescribed by CREST.

The Company may freat as invalid a CREST Proxy Instruction in the
circumstances set out in Regulation 35(5)(a) of the Uncertificated
Securities Regulations 2001.

CREST members and, where applicable, their CREST sponsors or
voting service providers should note that Euroclear UK & Ireland
does not make available special procedures in CREST for any
particular messages. Normal system timings and limitations will
therefore apply in relation to the input of CREST Proxy Instructions.
Itis the responsibility of the CREST member concerned to take (or,
if the CREST member is a CREST personal member or sponsored
member or has appointed a voting service provider(s), o procure
that his or her CREST sponsor or voting service provider(s) take(s))
such action as shall be necessary to ensure that a message is
transmitted by means of the CREST system by any particular time.
In this connection, CREST members and, where applicable, their
CREST sponsors or voting system providers are referred, in particular,
to those sections of the CREST Manual concerning practical
limitations of the CREST system and fimings.

Any corporation which is a member can appoint one or more
corporate representatives who may exercise on its behalf all of its
powers as a member provided that they do not do so in relation
o the same shares.

You may not use any electronic address provided either in this
Notice of Annual General Meeting or any related documents
(including the form of proxy) to communicate with the Company
for any purposes other than those expressly stated.

As at 30 May 2018 (being the closest practical business day before
the publication of this Notice), the Company’s issued share capital
consisted of 697,435,054 ordinary shares carrying one vote each.

Members satisfying the thresholds in Section 527 of the 2006 Act can
require the Company fo publish a statement on its website sefting
out any matter relating fo:

a. the audit of the Company’s accounts (including the Auditor’s
report and the conduct of the audit) that are to be laid before
the meeting; or

b. any circumstances connected with an auditor of the Company
ceasing fo hold office since the last Annual General Meeting,
that the members propose to raise at the meeting.

The Company cannof require the members requesting the
publication to pay its expenses. Any statement placed on the
website must also be sent fo the Company's auditor no later
than the time it makes its statement available on the website.
The business which may be dealt with at the meeting includes
any statement that the Company has been required to publish
on ifs website.

Any member attending the meeting has the right to ask questions.
The Company must cause to be answered any such question
relating to the business being dealt with at the meeting but no such
answer need be given if:

a. to do so would interfere unduly with the preparation for the
meeting orinvolve the disclosure of confidential information;

b. the answer has already been given on a website in the form
of an answer to a question; or

c. itisundesirable in the interests of the Company or the good
order of the meeting that the question be answered.

A copy of this Notice, and other information required by Section

311A of the 2006 Act, can be found at www.londonmetric.com.

(xvii) The following documents are available for inspection at the

registered office of the Company during normal business hours on
each weekday (public holidays excluded) from the date of this
notice until the conclusion of the Annual General Meeting and

at the place of the Annual General Meeting for 15 minutes prior
to and during the meeting:

a. copies of the Executive Directors’ service contracts with the
Company; and

b. copies of letters of appointment of Non Executive Directors; and
c. acopy of the Articles of Association of the Company.

(xviii)In the case of joint registered holders, the signature of one holder

on a proxy card will be accepted and the vote of the senior

holder who tenders a vote, whether in person or by proxy, shall be
accepted to the exclusion of the votes of the other joint holders.

For this purpose, seniority shall be determined by the orderin which
names stand on the register of members of the Company in respect
of the relevant joint holding.
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Explanatory notes: nominal amount represents 5% of the issued ordinary share capital
The information below is an explanation of the business to be considered ~ ©f the Company as at 30 May 2018. o
at the Annual General Meeting. Taking into account the template resolutions published by the UK -
Resolution 1 -To receive the Annual Report and Audited Pre-Emption Group in May 2016, the authority sef outin Resolution 18 is :9‘:
Financial Statements limited to allotments or sales of up to an aggregate nominal amount of 8
The Chairman will present the Annual Report and Audited Financial £3,487,1.75 (repregenhng 31'1,871,753 shares) in addition to the ou’rhomy_ <
Statements for the year ended 31 March 2018 to the meeting. sef outin Resolution 17 which are used only for the purposes of financing
Resolution 1 is fo consider and approve the Report of the Directors, the (or rgﬂnoncmg, 'f the authority s fo be.used W'T.h'n sixmonths qﬂer the
financial statements and the Auditor’s report on the financial statements original fron@_chon) a ’rronsocﬂon_whlch the Dwectprs determine fo 9
and on the auditable part of the Annual Report on Remuneration be an acquisition or of‘he.r capital |r_1vestme_nf of akind cpnfe_mplofed -
for the financial year ended 31 March 2018. by the Statement of Principles on dis-applying pre-emption rights most g
. . recently published by the UK Pre-Emption Group prior to the date of =
Resolution 2 - Annual Report on Remuneration this Notice. This aggregate nominal amount represents approximately o
Resolution 2is an ordinary resolution o approve the Annual Report an additional 5% of the issued ordinary share capital of the Company T
on Remuneration relating to the implementation of the Company’s as at 30 May 2018. §
existing Remuperohon _Pollcy, which was cpproved.of last years Annual The Directors also confirm their intention to follow the provisions of the
General Meeting. Section 439 of the 2006 Act requires UK-incorporated UK Pre-Emption Group's Statement of Principles regarding cumulative
Iisten_:i companies fo puf their Annual Re_porf on Remuneroﬁon foan usage of authorities within arolling three year period where the
?hcévgg,%;Tgﬁg%lsgﬂ\gﬂ%g;;fg ecvrg?nléﬁ %ﬂ;ﬁ%ife%?gf ?ﬁ; c/ifrr]en?m Principles provide that usage in excess of 7.5% of issued ordinary share 3 (C_?
oot . - : capital of the Company (excluding freasury shares) should not take 3T
Eﬁzagigrssgg;giﬁhon is sef outin fullin the Annual Report and place without prior consultation with shareholders, except in connection % §
X ’ . . with an acquisition or specified capital investment as referred to above. -
Resolutions 3 and 4 - Reappointment of auditors Resolution 19 — Authority to purchase own shares “
Resolution 3relates o the reappoinfment of Deloitte LLP as the Resolution 19 gives the Company authority fo buy back its own ordinary
gfof?epggﬁpzundy”g;LORZ(;gLirg%iuonﬂggﬁsg?;;Qg?rké?g:?:?;ltMeehng shares in the market as permitted by the 2006 Act. Th;—} authority limits the
their remuneration number of shares that could be purchased to a maximum of 69,743,505 -
. | X X . (representing approximately 10% of the Company’s issued ordinary _ e
Resolutions 5 fo 15 - Re-election and election of Directors share capital as at 30 May 2018) and sets minimum and maximum prices. 2Q
Resolutions 5 to 15 deal with re-election and election of the Directors This authority will expire at the conclusion of the next Annual General b g
(as applicable). Biographies of each of the Directors seeking re-election Meeting of the Company. z a
and election can be found on pages 64 and 65 of the Annual Report The Directors have no present infention of exercising the authority to ®
and Accounts. The Board has confirmed, following a performance purchase the Company’s ordinary shares but will keep the matter under
review, that all Directors standing forre-election or election continue review, faking into account the financial resources of the Company, the
to perform effectively and demonstrate commitment to their role. Company's share price and future funding opportunities. The authority
Resolution 16 — Allotment of share capital will be exercised only after consideration by the Directors of the effect - >
At the last Annual General Meeting of the Company the Directors were on net asset value and if the Directors believe that fo do so would be S8
given authority to allot ordinary shares in the capital of the Company. in the interests of shareholders generally. Any purchases of ordinary g' g
This authority expires at the conclusion of the Annual General Meeting shares would be by means of market purchases through the London ac
(or, if earlier, on the date which is 15 months after the date of the Annual Stock Exchange. o
General Meeting). Listed companies purchasing their own shares are allowed fo hold
Your Board considers it appropriate that a similar authority be granted them in freasury as an alternative fo cancelling them. No dividends
to allot ordinary shares in the capital of the Company up to a maximum are paid on shares whilst held in treasury and no voting rights attach
nominal amount of £23,247,835 (representing approximately one third of fo freasury shares.
the Company's issued ordinary share capital as at 30 May 2018) during If Resolution 19 is passed at the Annual General Meeting, itis the =
the period up to the conclusion of the next Annual General Meeting of Company's current intention to hold in treasury the maijority of the shares z
the Company. Such authority is sought in paragraph 1éa of Resolution 16. it may purchase pursuant to the authority granted to it. However, in
In accordance with the guidelines issued by the Investment Association, order to respond properly to the Company’s capital requirements and
paragraph 16b of Resolution 16 will allow Directors to allot, including prevailing market conditions, the Directors will need o reassess af the
the shares referred to in paragraph 16a of Resolution 16, shares in the fime of any and each actual purchase whether to hold the shares in
Company in connection with a pre-emptive offer by way of a rights treasury or cancel them, provided it is permitted to do so. The Company
issue to shareholders up to a maximum nominal amount of £46,495,670, may hold a maximum of up to 10% of its issued share capital in treasury @
representing approximately two thirds of the issued ordinary share in accordance with guidelines issued by the Investment Association. %
capifal of the Company as at 30 May 2018. As at 30 May 2018 (the latest practicable date before publication of 3
Your Board considers it appropriate to seek this additional allotment this Notice), there were share awards over 7,874,111 ordinary shares in g
authority at the Annual General Meeting in order to take advantage the capital of the Company representing approximately 1.13% of the 2

of the flexibility it offers. However, the Board has no present intention of
exercising either authority. If they do exercise the authority, the Directors
intend to follow best practice as regards its use, as recommended by
the Investment Association.

As at the date of this Notice the Company does not hold any ordinary
shares in the capital of the Company in treasury.

Resolutions 17 and 18 - General and additional authority to disapply
pre-emption rights

At the last Annual General Meeting of the Company the Directors were
also given authority to allot equity securities for cash without first being
required to offer such shares to existing shareholders. This authority
expires at the conclusion of the Annual General Meeting (or, if earlier,

on the date which is 15 months after the date of last year's Annual
General Meeting).

The passing of Resolutions 17 and 18 would allow the Directors to allot
equity securities (or sell any shares which the Company may purchase
and hold in treasury) without first offering them to existing holders in
proportion fo their existing holdings.

The authority set out in Resolution 17 is limited to: (a) allofments or sales in
connection with pre-emptive offers and offers to holders of other equity
securities if required by the rights of those shares; or (b) otherwise than

in connection with a pre-emptive offer, up to an aggregate nominal
amount of £3,487,175 (representing 34,871,753 shares). This aggregate

Company’sissued ordinary share capital. If the authority to purchase
the Company’s ordinary shares was exercised in full, these awards
would represent approximately 1.13% of the Company’s issued ordinary
share capital.

Resolution 20 - Notice period for general meetings

It is proposed in Resolution 20 that shareholders should approve the
continued ability of the Company to hold general meetings other than
the Annual General Meeting on 14 clear days’ notice.

This resolution is required under Section 307A of the 2006 Act.

Under that section, a traded company which wishes fo be able to call
general meetings (other than an Annual General Meeting) on 14 clear
days’ notice must obtain shareholders’ approval. Resolution 20 seeks
such approval.

The resolution is valid up fo the next Annual General Meeting of the
Company and needs to be renewed annually. The Company will also
need to meet the requirements for voting by electronic means under
Section 307A of the 2006 Act before it can call a general meeting on
14 days' notice.

The shorter notice period would not be used as a matter of routine for
general meetings, but only where the flexibility is merited by the business
of the meeting and is thought to be to the advantage of shareholders
as awhole.
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Financial calendar

Announcement of results 30 May 2018
Annual General Meeting 11 July 2018

Shareholder information

Adyvisors to the Company

Joint Financial Advisors Property Valuers Solicitors to the Company
and Brokers CBRE Limited Jones Day

Peel Hunt LLP St Martin's Court 21 Tudor Street

Moor House 10 Paternoster Row London EC4Y 0DJ

120 London Wall London EC4M 7HP

London EC2Y 5ET CMS Cameron McKenna

Savills Advisory Nabarro Olswang LLP
JP Morgan Securities Limited  Services Limited 78 Cannon Place
25 Bank Street 33 Margaret Street Cannon Street
Canary Wharf London W1G 0JD London EC4N 6AF
London ET4 5P Tax Advisors Stephenson Harwood LLP
Auditor PricewaterhouseCoopers LLP | Finsbury Circus
Deloitte LLP 1 Embankment Place London EC2M 75H
2 New Street Square London WC2N 6RH Movurant Ozannes
London EC4A 3BZ PO Box 186
1 Le Marchant Street
St Peter Port
Guernsey

Channel Islands GY1 4HP

REIT status and taxation

As a UK REIT, the Group is exempt from corporation tax on rentalincome and
UK property gains. Dividend payments to shareholders are split between
Property Income Distributions (‘PIDs’) and non PIDs.

For most shareholders, PIDs will be paid after deducting withholding tax at the
basic rate. However, certain categories of shareholder are entitled to receive

PIDs without withholding tax, principally UK resident companies, UK public bodies,
UK pension funds and managers of ISAs, PEPs and Child Trust Funds. There is a form
on the Company’s website for shareholders to certify that they qualify to receive
PIDs without withholding fax.

Payment of dividends

Shareholders who would like their dividends paid direct to a bank or building
society account should notify Link Asset Services. Tax vouchers will contfinue to be
sent to the shareholder’s registered address.

Registrar

Link Asset Services
34 Beckenham Road
Beckenham

Kent BR3 4TU

Secretary and
Registered Address
Jadzia Duzniak
One Curzon Street
London W1J 5HB

www.londonmetric.com
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