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GLENSTONE PROPERTY PLC

CHAIRMAN'S STATEMENT AND STRATEGIC REPORT
for the year ended 31 March 2018

Introduction

| am pleased to present the Annual Report and Financial Statements for the year ended 31 March 2018. Despite the
challenges presented by an ever-changing economic outlook the Group has produced a good set of results. As the
business matures post-merger, | want to provide a little more financial and strategic information in my Chairman's
statement.

Financial Performance

The headline protit atter taxation attributable to shareholders was £5.9m (14-month period ended 31 March 2017 -
£17.9m). The previous year's figures obviously included significant unrealised valuation gains (which | will discuss later in
this report) and the discount recognised at the time of the merger. The total PID for the year is 55p (14-month period
ended 31 March 2017 - 60.5p) representing a 6% increase on an annualised basis.

The true measure of core performance is the operating profit after deducting interest payable and before taxation. For
the year ended 31 March 2018 this amounted to £7.1m, whilst for the 14-month period ended 31 March 2017 the figure
was £7.7m. The rental income growth of 5.2% (on an annualised basis) was mainly due to the income contribution of
properties purchased, especially Mortlake Business Centre.

The business plan post merger was to try and increase the income to enable the company to increase the PID by 10%
per annum. Although we are slightly below this level it is explained mainly by the timing of sales and purchased. This
year we have not reinvested all our sales proceeds quickly enough to generate more income.

As 90% or more of the rental income profits are distributed in the form of PIDs, the main driver of changes in the Net
Asset Value (NAV) are realised and unrealised valuation gains. Realised gains from property sales last year were £2.1m,
whilst this year's re-valuation loss of £1.1m has to be put into perspective as the total return over the 26 month period
since the merger is 20.8%, an annual equivalent of 9.6%. The NAV as at the financial year end was £12.80 compared to
£12.90 for the previous year. The current yield on the NAV is approximately 4.3%.

Strategic Update

The long term strategy of increased PIDs, growing the asset value and expanding the shareholder base remain core to
our Group's strategy; however, much of the past 12 months has been spent re-balancing the property portfolio to reduce
the exposure to High Street retail and management-intensive, low yielding residential properties.

Whilst we seek to grow the group's portfolio base year on year, the portfolio has decreased by approximately £6m as we
have sold properties and not yet reinvested the proceeds. This is very much a timing issue - at year end the group had
facilities in place to purchase a further £15m of property, as and when the right opportunities present themselves.
Finding the most appropriate properties to acquire is always challenging, particularly as we will only look to acquire
properties which will add long term value in an ever-changing property market.

Voids and Arrears

Central to the performance of property portfolios is occupying the properties with tenants who pay their rents on time.
Key pertormance indicators are therefore void rate percentages and rent arrears. Void rates have varied during the year
from less than 1% to 6%. Rent arrears are very low, but this year we have made a one-off provision against some
secondary ground lease residential assets that we own in Northern Ireland, which we will hopefully be selling in this
financial year. You will be aware of the difficulties faced in the UK's high streets but our diversification of both tenant type
and location mean the impact to us has been less significant. We have not been significantly affected by many of. the
widely reported retail closures and only have one property in any of the 100 towns where Marks & Spencer have
announced closures. Poor towns remain challenging and our strategy over the last few years to reinvest in better
quality retail towns and locations has proved to be sound.

Robust processes are in place to ensure potential arrears are identified early and discussions take place with tenants to
ensure individual outstanding balances remain manageable. We are also continually reviewing the portfolio ‘and
rebalancing the asset classes to minimise the risk and maximise future returns.

Propenrty Portfolio Purchases

On the final day of the last financial period Mortlake Business Centre was acquired. The team has worked hard to
increase the occupancy rate and improve the income in this serviced offices building. Combined with Parkway House
(Glenstone head office building in East Sheen), we now have a dominant position in the serviced office sector in the
Mortlake and Sheen area and are focusing on the potential savings and synergies these buildings offer.

During the year we have bought two properties; an Ice Rink in Peterborough and a petrol station/convenience outlet in

Litchfield. Both these purchases follow our strategy of further diversification away from the High Street retail sector and
London residential.
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GLENSTONE PROPERTY PLC

CHAIRMAN'S STATEMENT AND STRATEGIC REPORT
for the year ended 31 March 2018

Competition for quality property investments remains strong and we are totally focused on, only acquiring suitable assets
with the appropriate risk/rewards. We are continually expanding our network of property agents and business contacts as
we believe this is a key part of growing the Group.

Subsequent to the year-end two additional properties have been purchased; a clean, well located light
Industrial/distribution unit in Bedford let to Prices Candles, and a public house let to an existing tenant in Catford, South
East London.

Property Portfolio Disposals

During the financial year 14 properties were sold for a total price of circa £13m. As mentioned previously the sales
contributed to a total realised profit over the previous valuations of £2.1m. The most significant sales were firstly a
substantial block of highly management-intensive flats in Eastbourne, where significant capital expenditure was needed.
The profit on sale was in excess of £0.7m. Secondly, a similar scenario occurred with the sale of a light industrial estate
in Moulton Park, Northampton where high management and maintenance costs were steadily increasing. The profit on
sale was in excess of £0.5m. The other 12 properties sold produced total proceeds of £6.4m. This demonstrates our
management strategy of selling smaller, lower yielding, highly management-intensive properties which have limited
prospects of rental and capital growth.

Other Property Management Initiatives

Several properties have potential for extensions or reconfiguration to improve letting potential and values. An example of
this is the conversion of offices into residential and this is happening in Richmond and St Ives. A possible and substantial
extension to our head office at Parkway House, where an additional new floor of offices will hopefully be added, should
add significant value. .

Eastcastle

At last year's AGM we sought and obtained the approval of shareholders to issue shares in exchange for the assets of
Eastcastle Properties Limited. This portfolio acquisition successfully completed in November 2017 and the four
properties became subject to the same asset management initiatives as our other properties.

This deal is another example of how the management can successfully identify, negotiate, execute and integrate
property companies without any further staff additions. We continue to look for suitable companies that will add to the
property portfolio and expand our shareholder base.

Convertible loan

In November the Board decided to exercise its option to convert the convertible loan created at the time of the merger.
Converting this loan has increased the Group's total equity, allowing further bank borrowing to assist its growth. The
conversion has marginally diluted the NAV per share and impacted the PID but when more properties are purchased this
will be recouped.

Funding

As stated in the interim report our bank relationships remain very strong. Our revolving credit facility with Lloyds has
served us well, allowing us to repay the facility as and when funds flow in from property disposals. This facility and the
supporting interest swap mature in August 2019 and we will start discussing an extension shortly.

As you will see in the accounts, during the year we fixed some debt with Handelsbanken for 5 and 10 years. We
continually review our short and long term borrowing requirements.

Development

Delrose, our development subsidiary where we have a 60% interest, will be closed. Opportunities for suitable
developments remain extremely limited, the margins on current developments are being squeezed and the Board
believes that any potential future developments should be undertaken by the Group without minority interests.

Risk Management

At a micro level the executive management team has robust systems in place. We are of course exposed to external
macro-economic risks; for example, the changes in consumer spending habits, government uncertainty and Brexit
continue to make decision making difficult. However, these are regularly discussed and analysed at board level and our;
portfolio changes should mitigate some of the risks.

Governance

The non-executive directors are constantly challenging the executive team at Board meetings. Internal processes and
procedures are always being monitored and improved where necessary. We will shortly be having a full review of the
audit and remuneration committees. Rakesh Shaunak chairs the audit committee meetings and his experience is
invaluable in ensuring the group has a robust risk and control environment. As part of our corporate governance review
we will be re-tendering both the property valuation and the audit process.
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GLENSTONE PROPERTY PLC '

CHAIRMAN'S STATEMENT AND STRATEGIC REPORT
for the year ended 31 March 2018 :

Personnel
In pre-merger days Glenstone only had circa four permanent members of staff and there were few personnel changes

year on year. The business post-merger has moved to another level with the number of full time employees now
standing at 16. As | mentioned in my interim report, the Leicester office has closed with significant cost savings. For
many shareholders, the closure of the Leicester office and the departure of Priscilla Surtee will seem like the end of an
era. Priscilla has left with all our very best wishes and we hope to see her at AGM's in the future as.she is now a
shareholder. Asim Khan also left the Group in September 2017 to pursue other interests

There were three notable additions durlng the year; two members of staff joined as a result of the acquisition of Mor‘tlake
- Business Centre and we also welcomed Rob Maybury as Group Financial Controller Rob previously worked for our-
audltors and has already proved to be a valuable asset to the executive team. A . .

As announced in early June, Duncan Kennedy has decnded after 25 years of loyal servrce to Glenstone Property PLC to
step down from the running of the business later this year: Duncan will be leaving Glenstone and taking a weéll-éarned’
‘sabbatical fromthe- world of busmess He W|Il be spendmg more time Wlth his family and ~some tlme travellrng and_

focusing on charity work.

While the shareholders will see new faces fronting the group, the key personnel and the Board will remain in place and
the all-important structure and foundations will be unchanged. The business i$ in a strong position and has. the platform
to carry on the Board's strategy of growing the business and the lncreasmg of shareholder returns. There will be’ a further

announcement closer to Duncan's departure date.

Sharehoider Administration
The relationship with Link Registrars is working well and changes to shareholdlngs are belng dealt with efficiently. The .’

majonty of PID payments are now being made directly to banks. Please can the remaining shareholders who still
receive cheques. and are comfortable to receive PIDs directly into their bank accounts go online and input their details.
Andrew Plckenng or Rob Maybury at our head offlce can prowde any help that is requrred

“ We are acutely aware that share liquidity remains limited, but to date when share sales occur they seem to be ooncluded
within a reasonable period of time. The Board is constantly considering how this can be improved and in the first
instance | urge you all to register with Ravenscroft, so you are on file and therefore the administration of any sale or
purchase can be made efficiently. There have been issues with HMRC taking Ionger than expected to stamp
transactions and we are mvestlgatlng how thls can be improved.

Property income Distribution (PID)
As mentioned earlier the total PID for the year will be 55p. We paid 24p in December 2017 with the balance of 31p paid

in July 2018. The i increase in the PID from the prevnous financial year was over 6%.

Looking Forward ’
The property market has it challenges but the Group is well positioned W|th a diverse portfollo which should contmue to
provide an mcreasmg PlD supported by some excellent assets. . :

The AGM will take place at 12 noon on Tuesday 1 1th September at The Lansdowne Club, Fltzmaunce Place off Berkley
Square, London, W1J 5JD. My Board colleagues and | hope as many of you as possrble can make the meeting. '

Finally, | would like to thank the wholé team at Glenstone for their hard work and commltment throughout the year.

- On behalf of the board

C.L Powell
Chairman
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GLENSTONE PROPERTY PLC

CORPORATE GOVERNANCE REPORT
for the year ended 31 March 2018

The Board is committed to maintaining high standards of corporate governance within the Group. The Company's issued
share capital is listed on The International Stock Exchange (TISE).

Although none of the several published codes on corporate governance issued in the last few years apply specifically to
companies listed on TISE, Shareholders expect companies in which they invest to be properly governed. The Board of

Directors believe that the features of good corporate governance apply as much in the interests of smaller companies as
they do to larger companies.

Good corporate governance incorporates proportionate risk assessment and management, prudent decision making,
open communication and business efficiency. An objective of corporate governance is to deliver growth in long term
shareholder value by maintaining a flexible, efficient and effective management framework within an entrepreneurial
environment.

The main features of corporate governance include:

a) Leadership and Efficient Management

It should be clear where responsibility lies for the management of the group and for the achievement of the key tasks.
Procedures should be in place to protect the group's assets.

The basis on which key decisions are taken should be transparent.

There should be a strategic vision of what the group is trying to achieve and an understanding of what is required to
achieve this target.

b) Effective Management
The Board should possess the appropriate skills and experience in order to make the key decisions expected of it.
Decisions should be taken using information which is accurate, sufficient, timely and clear.

The collective responsibility of the Board requires all Directors to be involved in the process of making significant
decisions.

c) Benefit of all Shareholders over the Longer Term
Vested interests should not be able to act in a manner contrary to the common good of all Shareholders.
Transactions with Management, key Shareholders and other related parties should be reported.

A dialogue should exist between Shareholiders and the Board, so that each party is aware of the other's objectives and
so that the Shareholders are aware of any constraints on the group.
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GLENSTONE PROPERTY PLC

CORPORATE GOVERNANCE REPORT
for the year ended 31 March 2018

BOARD OF DIRECTORS

Christopher Powell MRICS

Non-Executive Chairman (Aged 57)

Joined the Company in January 2012. Previously the Chairman of the Retail Group at Jones Lang LaSalle Ltd. Earlier he
was the CEO of Churston Heard.

Rakesh Shaunak FCA CTA

Non-Executive Director (Aged 62) .

Appointed a Director of Glenstone Property on 24 February 2016. Currently a Partner and Group Chairman of MHA
Maclintyre Hudson, Chartered Accountants.

Duncan Kennedy

Managing Director (Aged 52)

Joined the Company in 1993 and appointed a Director in February 1995 and Managing Director in 1997. He has overall
responsibility for all investment and trading business.

Adam Smith MRICS

Property Director (Aged 37)

Appointed a Director of Glenstone Property on 1 February 2016. Formerly the Managing Director of the London & Surrey
Property Group of Companies. Earlier an investment and leasing agent with Edwin Hill, Chartered Surveyors.

Ben Green MRICS

Property Director (Aged 44)

Appointed a Director of Glenstone Property on 19 March 2012. Previously he had been a partner at Kitchen La Frenais
Morgan. .

Andrew Pickering FCA
Group Finance Director (Aged 60)
Joined the Company in August 2016 following a career in financial services globally.

The Board operates within the terms of the company's Articles of Association.
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GLENSTONE PROPERTY PLC

CORPORATE GOVERNANCE REPORT
for the year ended 31 March 2018

The Board currently consists of four Executive Directors and two Non-Executive Directors. This composition provides a
blend of experience and qualifications and the number of Non-Executives provides a strong basis for ensuring the
appropriate ievel of corporate governance exists. Decisions taken by the Board as a whole are implemented by the
Executive Directors.

The Board meets not less than four times in a year and the Chairman and Non-Executive Director also meet without the
Executive Directors being present. Each Director is provided with a pack of board papers in advance of each meeting,

which contains detailed schedules of key performance indicators, accounts and notes on any important decisions which
the Board are required to take.

The Board is also kept informed of alt relevant information regarding the business, between formal meetings by ad hoc
reports and memorandum.

The Company's Articles of Association, require that all Directors are subject to re-election at least every three years. In
addition, new Directors are subject to re-election by Shareholders at the Annual General Meeting after their initial
appointment.

The Board maintains an active dialogue with its shareholders and recognizes their continued interest in the strategy and
performance of the group. All of the Board are available to meet with shareholders if and when required and the AGM
provides a perfect opportunity for shareholders to meet and discuss matters with the Board.

The Company Secretary keeps the Board and TISE informed of corporate governance issues and all board members
have access to independent advice if required.

In support of good corporate governance, the Board has established the following Committees:

a) Audit Committee

The Audit Committee comprises all the Non-Executive Directors and is chaired by Rakesh Shaunak who is considered to
have the appropriate knowledge and relevant experience. The Board is satisfied that the combined knowledge and
-experience of its members is such that the Committee discharges its responsibilities in a rabust, effective and informed
way.

The Committee will meet at least twice a year and will be responsible for:

i) Reviewing the annual and interim financial statements prior to approval, focusing on changes in accounting policies,
major judgemental areas, significant audit adjustments and compliance with accounting standards, TISE and legal
requirements.

i) Reviewing the adequacy and effectiveness of the risk management systems.

i) Considering the appointment of the Auditors and their remuneration, independence and objectivity.

iv) Considering the adequacy and application of internal financial controls.

v) Implementing a policy on the engagement of the external auditor to supply non-audit services.
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GLENSTONE PROPERTY PLC

CORPORATE GOVERNANCE REPORT
for the year ended 31 March 2018

REMUNERATION COMMITTEE

A Remuneration Committee Meeting made up of Non-Executive Directors and chaired by Chris Powell is held at the
March Board Meeting and at other meetings as required, to discuss employment matters, pension entitiements, other
benefits and to fix the remuneration of Directors.

The Board's policy is that the remuneration of directors should refiect their experience and expertise that they have and
how they use that to add value to the Group. The remuneration packages should be sufficient to retain, and where
necessary, attract persons of the appropriate skill set.

The remuneration packages of executive directors comprise base salaries, performance related bonuses payable in cash
or through pension contributions, benefits such as private medical health contributions and a car where circumstances

make it more efficient.

The Board constantly reviews the remuneration policies and pay levels within its peer group of REIT's to ensure the
levels are commensurate within that group with due regard to the size, complexity and risk of those in the peer group.

Board and Committee Attendance

The attendance of Board or Committee Meetings during the year to 31 March 2018 was as follows:-

Board Remuneration Audit
C.L. Powell 5 1 2
R. Shaunak 5 1 2
D.J. Kennedy 5 * *
A.C. Smith 5 * *
B.P. Green 5 * *
A.J. Pickering 5 * 1
A.A. Khan (resigned 12/09/2017) 3 * *

* Not a member of the committee

Risk Management

The Board recognises the need for effective high level internal controls. High level controls in operation within
the group include:-

i) Reviewing the full and half yearly management accounts with comparison against budget and previous year
performance.

if) Approval by the Board of all acquisitions and disposals of investrﬁent and development properties.
iii) The maintenance of and challenges to a proportionate risk register.
Risks and Uncertainties

In addition to the financial risks and mitigating factors described in the accounting policies to the accounts the following
other key risks and mitigants have been identified:

(a) Investment risk - investment policy focuses on established business and residential locations and a balanced
countrywide portfolio diversified across retail, residential and other commercial properties. Property managers actively
manage lease expiry profiles to ensure a spread of expiries. When considering the sale or purchase of properties the
current lease arrangements form a significant part of the decision making process.

{b) Economic and Political risk - the group maintains a keen awareness of the macro economic situation in the UK and
weights this against the health of current and potential tenants. The effect of Brexit looms large over the UK economy
and whilst presenting certain risks to existing tenants businesses equally provides opportunities to acquire quality
properties.

(c) Financial and Fiscal change risk — The group is focused on maintaining its compliance with the Real Estate
Investment Trust (REIT) regime but has no meaningful control over potential changes to the REIT regime. The Board
maintains a strong awareness of the fiscal situation.
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GLENSTONE PROPERTY PLC

CORPORATE GOVERNANCE REPORT
for the year ended 31 March 2018

(d) Operational risks - the group has proportionate and robust systems and controls in place and constantly seeks to
improve and streamline processes. The group has successfully migrated all of the group's systems onto common
property and accounting platforms.

DIRECTORS' INTERESTS IN ORDINARY SHARES
The interests of the Directors in the issued share capital of the company are shown below:-

. ' - 31 March 2018 31 March 2017
. C.L. Powell . [ L - CL . _
R Shaunak - - - R e ' T S
DJ.Kennedy . . - .. 87,707 L S er,707 R
A.C. Smith S L 2211,838 0 - . - .. 2195835
- BP.Green. - . .- : R Cemeoe e Che T e e
Al Plckenng o S R e )
2 AA Khan (reSIgned 12/09/2017) Cootl T 353460 - . s . T 50,849 -

" ON BEHALF OF THE BOARD:
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GLENSTONE PROPERTY PLC

. REPORT OF THE DIRECTORS
for the year ended 31 March 2018

The directors present their report with the financial statements of the company and the group for the year ended
31 March 2018.

PRINCIPAL ACTIVITIES
The principal activity of the Group continued to be that of property investment, and development.

DIRECTORS
The directors shown below have held office during the whole of the period from 1 April 2017 to the date of this report.

. C L Powell

R Shaunak
D J Kennedy
A C Smith

B P Green

A J Pickering

Other changes in directors holding office are as follows:
A A Khan - resigned 12 September 2017

In accordance with the Articles of Association, B P Green, R Shaunak and A C Smith retire, and being eligible, offer
themselves for re-election,

FINANCIAL INSTRUMENTS

The Group's objective is to maintain a balance between continuity of funding and flexibility through the use of a revolving
credit facility, overdrafts and fixed and floating rate bank loans. The Group seeks to mitigate the risk of fluctuating
interest rates by using the aforementioned instruments together with interest rate swaps to protect floating rate
borrowings.

CHARITABLE DONATIONS
During the year the Group made charitable donations of £1,750 (2017: £2,700). The Group made no political
contributions in either year.

TAXATION
As a Real Estate Investment Trust ("REIT"), the Group is exempt from corporation tax on profits and gains from its
investments, provided it continues to meet certain conditions as per REIT regulations.

RESULTS FOR THE PERIOD AND DISTRIBUTIONS
The Group results for the year are set out in the consolidated statement of total comprehensive income.

An interim property income distribution of 24p per share was paid on 13 December 2017. The directors now recommend

the payment of a second interim distribution of 32p per share. The proposed distribution will be paid on or around 30
June 2018 to ordinary shareholders on the register at the close of business on 31 March 2018.
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GLENSTONE PROPERTY PLC

REPORT OF THE DIRECTORS
for the year ended 31 March 2018

DIRECTORS' AND OFFICERS' LIABILITY INSURANCE
During the year the ‘Group purchased and maintained liability insurance for its Directors and Officers as permitted by

Section 234 of the Companies Act 20086.

SUPPLIER PAYMENT POLICY
It is the policy of the Group and the Company to agree payment terms with suppliers when entering into each transaction
or series of transactions to ensure that suppliers are made aware of these terms and abide by them. Creditors are paid

within their terms of business which is typically 28 days.

. FIXED ASSETS,

Detarls ot movements rn trxed assets are set outin the notes to the accounts e

. SHARE CAPITAL s
. There 'were changes in the Companys rssued share capttal dunng the year as set out in the Statement of Changes in

-‘,,Equrty The shares were |ssued as. part of the acqursrtron of the shares of Eastcastle Propertres erlted and the
conversron of the convemble Ioan ; . o :

' STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS

- So far as the'directors are aware, there is no relevant. audit information (as defined by Section 418 of the Companies Act
..2006) of which the group's audltors are unaware, and each director has taken all the steps that he. ought to have taken
as a director in order to make:himself aware of any relevant audrt |nformat|on and to estabhsh that the group's auditors -

‘are aware of that lnformatlon

ON BEHALF OF THE BOARD

Page 11



GLENSTONE PROPERTY PLC

DIRECTORS' RESPONSIBILITIES STATEMENT
for the year ended 31 March 2018

The directors are responsible for preparing the Annual Report and the financial statements in accordance with applicable
law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors
have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards and applicable law). Under company law the directors must not approve
the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the company
and the group and of the profit or loss of the group for that period. In preparing these financial statements, the directors
are required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and accounting estimates that are reasonable and prudent;

- state whether applicable accounting standards have been followed, subject to any material departures disclosed and
explained in the financial statements;

- prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company
will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's and the group's transactions and disclose with reasonable accuracy at any time the financial position of the
company and the group and enable them to ensure that the financial statements comply with the Companies Act 2006.
They are also responsible for safeguarding the assets of the company and the group and hence for taking reasonable
steps for the prevention and detection of fraud and other irregularities.

Page 12



REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF
GLENSTONE PROPERTY PLC

Opinion

We have audited the financial statements of Glenstone Property PLC (the ‘parent company'’} and its subsidiaries (the
'group’) for the year ended 31 March 2018 which comprise the Consolidated Income Statement, Consolidated Other
Comprehensive Income, Consolidated Balance Sheet, Company Balance Sheet, Consolidated Statement of Changes in
Equity, Company Statement of Changes in Equity, Consolidated Cash Flow Statement and Notes to the Consolidated
Cash Flow Statement, Notes to the Financial Statements, including a summary of significant accounting policies. The
financial reporting framework that has been applied in their preparation is applicable law and United Kingdom Accounting
Standards, including Financial Reporting Standard 102 'The Financial Reporting Standard applicable in the UK and
Republic of Ireland’ (United Kingdom Generally Accepted Accounting Practice).

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 