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going directly to another page, section or website.

These are explained below.
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Welcome to the
RDI REIT P.L.C.

Annual Report 2018

Committed to becoming the UK’s
leading income focused REIT.

RDlI is an established UK REIT invested in a
diversified portfolio in the United Kingdom
and Germany independently valued at £1.6bn.

As investors in property fundamentals and
income characteristics, we offer superior,
sustainable and growing income returns for
our shareholders.

uuuuuuuuuuuu
sssssssssssssssssss

( ;Iuhal property research
Solutions for customized property indices




What's inside

On track to achieve our
medium term targets.

Chief Executive’s report page 04 >

Recycling capital to improve
the portfolio’s resilience and
longer term income security. £

The year in review page 08 >

During the year, RDI REIT has received the Following accolades:

LPRA EPRA
BPR sBPR
BRONZE

®

Compliance with EPRABest ~ Compliance with EPRA Sustainability

Practice Recommendations Best Practice Recommendations
Corporate <«
Eimancial

Awards

Best Overall Communication of
Company Investment Proposition

Best Printed Report:
FTSE 250 Bronze

Revo Purple Apple Marketing
Awards: Events category

Strategic report
02 Ataglance
03 Investment proposition
04 Chief Executive's report
08 The year in review
10 Market context
12 Income led business model
14 Strategic priorities
16 Strategy in action
20 Principal risks
22 Viability statement
23 Key performance indicators
24 Operating review
30 Business segments
32 UK Commercial
36 UK Retail
40 UK Hotels
44 Europe
48 Financial review

54 EPRA and other alternative
performance measures

56 Corporate social responsibility
68 Stakeholder engagement

Directors’ report
Governance

74 Chairman's statement
76 Board of Directors

78 Board composition

80 Board operations

82 Board delegation

83 Nominations Committee
Accountability

88 Audit and Risk Committee
Remuneration

94 Chairman’s statement and performance
and reward at a glance

100 Policy report on remuneration
103 Annual report on remuneration
110 Additional disclosures to the Directors’ report

Financial statements

114 Statement of Directors’ responsibilities
115 Independent auditor’'s report

118 Income statements

119 Statements of comprehensive income
120 Balance sheets

121 Statement of changes in equity

124 Statements of cash flows

125 Notes to the financial statements

174 Appendix A: Related undertakings of
the Company

Other information

178 EPRA property analysis

182 Other alternative performance measures
183 Five-year record

184 Glossary

185 Offices and advisers

RDI REIT P.L.C. Annual Report 2018 O/I

J0dau 218318038

140da. 5101291

SjuaWaIe)s [enueUly

uonewIoul I3YI0



Strategic report

At a glance

Delivering on strategic targets.

UNDERLYING EARNINGS

£49.8m
2017

+7.4%

Generated by income accretive acquisitions

EPRA NAV PER SHARE

+3.4%

Driven through capital recycling

Where we operate

Our diversified
portfolio is located

in Europe’s two
strongest economies.

02 RDI REIT P.L.C. Annual Report 2018

EARNINGS PER SHARE

2018

+3.3%

Growth in earnings per share

EPRA COST RATIO

.
15.6%

One of the lowest cost ratios in the sector

United Kingdom

£1.4bn

focused on London
and the South East

84%

Germany

£0.2bn

focused on Berlin
and Hamburg

DIVIDEND PER SHARE

+3.8%

Fully covered

LTV

46.2%

Improved gearing

Market value
Europe

16% UK
Retail
’ 29%

£1.6bn

UK
Hotels

23%

UK
Commercial

32%



Investment proposition

Committed to becoming the UK's leading income
focused REIT. Our income led business model and
strategic priorities are designed to deliver superior,
sustainable and growing shareholder distributions.

An attractive business model focused on income driven total returns
in an environment where sustainable income is increasingly important.

il

Superior income

Committed to deliver an upper quartile dividend yield
on NAV when compared to other UK REITs

Sustainable income

Strong visibility on income supported by a diversified
portfolio and tenant base, with a WAULT of 7.0 years

to first break and an average debt maturity of 6.7 years ﬂ_’

RDI REIT P.L.C. Annual Report 2018
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Strategic report

Chief Executive's report

Highlights

Superior income

One of the best cost ratios
in the sector, efficiently
converting rental income
into underlying earnings

15.6%

Growing income

Growth in underlying
earnings per share

04 RDIREIT P.L.C. Annual Report 2018

We continue to deliver one of the highest
yields on net asset value in the sector, with our

performance underpinned by a strong balance
sheet and a significantly improved portfolio.

Mike Watters

Chief Executive Officer

| am pleased to report on a period of
continued progress against our strategic
objectives. Despite macro-economic and
political uncertainty, underlying occupational
and investment markets have proven
resilient for the majority of the sectors in
which we are invested.

The RDI portfolio has been enhanced through
the recycling of capital from mature and
ex-growth assets into locations and assets
benefiting from stronger occupier demand
and rental growth prospects. Acquisition

and disposal activity over the period totalled
£519.7 million resulting in a lower net debt
position and loan to value ratio. Underlying
earnings and dividends are in line with
medium term guidance, a pleasing result given
the level of capital recycling and the resulting
reduction in balance sheet gearing.

Results and dividend

Underlying earnings increased by 7.4 per cent

to £53.5 million (31 August 2017: £49.8 million).
Underlying earnings per share increased

by 3.3 per cent to 2.84 pence per share

(31 August 2017: 2.75 pence per share), in line
with our medium term growth target of 3.0 to

5.0 per cent per annum.

EPRA NAV increased by 3.4 per cent to

42.8 pence per share (31 August 2017:

41.4 pence per share) supported by
disposal proceeds of £255.8 million at an
average 8.9 per cent premium to book value.
Despite the continued fall in UK Shopping
Centre values, the like-for-like portfolio
value increased 0.1 per cent, testament to
the strong valuation performance delivered
elsewhere. The acquisition of the IHL and
London Serviced Office (“LSO") portfolios

in the first half of the year are excluded
from the like-for-like valuation movements
but increased in value by 14.0 per cent and
1.0 per cent respectively relative to their
purchase prices.

The Board has declared a second interim
dividend of 1.35 pence per share taking the
full year dividend to 2.70 pence per share,

a 3.8 per cent increase on the same period
last year. The dividend reflects a pay-out
ratio of 95.1 per cent of underlying earnings
for the full year, in line with our objective of
distributing superior income returns fully
covered by underlying earnings and aligned
with operating cash flow. The total accounting
return for the year was 9.8 per cent.



Our strategic priorities
remain unchanged with a
Focus on delivering sustainable
and growing income returns
for our shareholders.

Holiday Inn Express, Southwark, London )

Strategic priorities
Our strategic priorities remain unchanged
with a focus on delivering sustainable and

growing income returns for our shareholders.

To support this we have invested in assets
which can deliver long term sustainable and
growing rental income streams, strengthened
the balance sheet and aligned our dividend
with underlying earnings and operating

cash flow.

Enhancing our income

focused portfolio

It has been an exceptionally active year

with a number of major transactions being
concluded which has enhanced the overall
quality of the portfolio. The Leopard portfolio
of German supermarkets was sold in
December 2017 for €205 million, €20 million
above the combined 31 August 2017 market
value. Two significant acquisitions were

also concluded during the period totalling
£266.1 million.

Our investment in IHL was increased from
17.2 per cent to 74.1 per cent with IHL
subsequently being de-listed and fully
integrated into our hotel portfolio. The IHL
portfolio was valued at £104.4 million
immediately prior to acquisition.

The acquisition of an 80 per cent interest in
the £161.7 million LSO portfolio in January
2018 provides us with exposure to a sector
benefiting from positive structural change as
occupiers move towards more flexible lease
structures, higher quality services and an
office environment which helps employers
to attract and retain talent.

Exposure to the industrial and distribution
sectors was increased post period end
through a £26.0 million forward funding of
a development of two distribution units in
Bicester and the acquisition of an industrial
estate in Farnborough for £26.3 million,

at a net initial yield of 6.2 per cent.

The retail sector suffered several retailer
failures and restructurings with retailers’
business models and physical store portfolios
continuing to adjust to changes in consumer
behaviour and spending patterns. Whilst
capital values across our UK Shopping

Centre portfolio are down, this was largely
attributable to increased investment yields

as we maintained occupancy and income
through active management. Occupancy in
the UK Shopping Centre portfolio remained
high at 96.4 per cent (31 August 2017:

96.7 per cent) whilst like-for-like net rental
income was broadly flat over the period. Our
retail park portfolio, although not immune to
the challenges in the retail sector, increased in
value by 1.6 per cent largely the result of asset
management initiatives.

Efficient capital structure

Following a period of net disposals, our cash
position was circa £59.0 million at year end.
Net debt has been reduced to £748.4 million
(31 August 2017: £788.8 million) resulting in

a reduction in our LTV ratio to 46.2 per cent
(31 August 2017: 50.0 per cent). Following two
post year end acquisitions, LTV has increased
to 47.3 per cent on a pro forma basis, which is
still 270bps lower than the prior year. Despite
the increase in available cash balances, we
remain disciplined in assessing reinvestment
opportunities both in terms of pricing and
asset quality.

The weighted average cost of debt increased
to 3.4 per cent (31 August 2017: 3.1 per cent)
driven largely by a net increase in the average
cost of debt associated with acquisitions and
disposals. Interest cover improved to 3.5 times
(31 August 2017: 3.2 times) as a result of lower
leverage which, combined with an average
debt maturity of 6.7 years and covenant
headroom, ensures strong operating cash
flow cover and limited refinancing risk.

RDI REIT P.L.C. Annual Report 2018 05
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Strategic report

Chief Executive's report

continued

We are responding to the

changing investment market

by increasing our exposure to
stronger demographics and
Focusing on areas of growth
in occupier demand.

2-6 Boundary Row, Waterloo, London )

Strategic priorities continued

Financial discipline

In addition to the reduction in leverage,
further progress against key financial metrics
has been delivered. The full year dividend is
covered by underlying earnings with a payout
ratio of 95.1 per cent. While the payout ratio is
at the upper end of our target range of 90 per
cent to 95 per cent, net disposals during the
period resulted in a higher cash balance and
lower LTV. The EPRA cost ratio, a measure

of the Group’s administrative and operating
costs relative to rental income, decreased to
15.6 per cent (31 August 2017: 19.8 per cent)
enhancing the conversion of gross rental
income to shareholder dividends.

Appointment of new Chairman

| would like to take the opportunity to thank
Greg Clarke for his leadership of the Board
over the past seven years, having overseen
the Company’s growth and transformation
into a leading income focused UK REIT.

He was an outstanding Chairman and
steered the Company forward in a strong yet
balanced manner, ensuring that the highest
corporate governance and ethical standards
were met at all times, whilst providing support
for our entrepreneurial culture in assessing
business opportunities.

O6 RDI REIT P.L.C. Annual Report 2018

I'm pleased to welcome Gavin Tipper as our
new Chairman. Following a comprehensive
search process including both internal and
external candidates, the Board selected
Gavin as the strongest candidate. Gavin

has been an independent Non-executive
Director of RDI since August 2011 and brings
significant experience and expertise to the
role, whilst also benefiting from a thorough
understanding of the Company’s strategic
direction and dual-listed shareholder base.

Appointment of KPMG UK as auditor
KPMG Ireland have acted as the Company's
auditor since 2010. With the scheduled
rotation of the audit partner due at the end
of this year, the Board took the opportunity to
retender the audit. Three firms were invited
to tender and after a rigorous process, and

a recommendation from the Audit and Risk
Committee, the Board appointed the UK firm
of KPMG to act as the Company's auditor for
the financial year ending 31 August 2019.

The appointment of KPMG UK will be subject
to the approval of shareholders at the AGM to
be held in January 2019. Our sincere thanks
and gratitude are extended to Niamh Marshall
and her team at KPMG Ireland.

Growing our business sustainably

We are committed to measuring and
improving our environmental, social and
governance performance. We participate
annually in the Global Real Estate
Sustainability Benchmark (“GRESB") Real
Estate assessment and have increased
our GRESB score for the third consecutive
year. In our Annual Report we report

on sustainability performance using the
latest EPRA Sustainability Best Practices
Recommendations (“sBPR") and we are
proud to have received our first EPRA Best
Practice sBPR award for our 2017 report.

Outlook

We are witnessing a polarisation in
investment demand and widening in pricing
between prime and secondary assets, with
investors taking an increasingly narrow

view of the definition of prime real estate.
The same trend has been marked in the
pricing of assets and sectors benefiting from
positive structural change in occupier demand
compared to those experiencing challenges
from many of the same structural trends.
The strength of the industrial and distribution
market compared to weakness in the retail
sector is the most obvious example and is
clearly evident in the divergent performance
within our own portfolio.



We have responded to these changes

by increasing our exposure to stronger
demographics and focusing on areas of
growth in occupier demand such as London
serviced offices, distribution and multi-let
industrials while retail, and more specifically
UK shopping centres, now form a smaller part
of the overall portfolio. This is a trend we will
look to continue, subject to market conditions,
over the short to medium term.

Given the level of uncertainty around the UK's
exit from the EU, the outlook for interest rates
and the change in occupier requirements,

we are prepared to be patient with the
reinvestment of recent disposal proceeds and
will retain a disciplined acquisition strategy.

In the current environment, we believe the
benefit of maintaining reasonable levels of
liquidity and lower leverage outweighs the
risk to earnings growth in the short term.
However, we remain active in looking for
value enhancing opportunities to support our
commitment to delivering our medium term
earnings targets.

Longer term, our investment strategy will
take account of the pace at which real estate
is changing with increasing requirements
from occupiers for flexibility and service.
Technology, demographics and transport
infrastructure are all impacting future real
estate strategies and the ability of assets

to deliver long term sustainable income
returns. The changing nature of real estate
and occupier demand is placing a far higher
emphasis on operational platforms and
services. We believe RDI has a unique market
position to capitalise on this trend, with our
leading operational partners in RBH and Office
Space in Town.

Mike Watters
Chief Executive Officer

25 October 2018

The changing nature of real

estate and occupier demand
is placing a far higher emphasis
on operational platforms.

Holiday Inn Express Southwark, London )
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Strategic report

The year in review

Strategic capital recycling to drive s TP BILE el s
sustainable income and leverage reduction. new brand identity.

Entry into
London Serviced
Offices

January 2018

Acquisition of four serviced office
buildings in Central London at a
C. 6 per cent net initial yield for
£162 million. Office Space in Town
was retained as an incentivised
operating partner and aligned
co-investor. A sector benefiting
from positive structural change and
growth in occupier demand.

Disposal of

German Retail Mﬂm

Portfolio
December 2017

Opportunistic disposal of 66 small lot size
retail assets in Germany at a 10.8 per cent
premium to book value, reducing the Group's
retail exposure. Proceeds re-invested in higher
quality assets in the UK at lower leverage.

Acquisition of a mixed use site in
Kingston with an attractive near
term yield, close to local transport
links. Part of a wider strategic

site with medium to long term
development potential.

08 RDI REIT P.L.C. Annual Report 2018



Acquisition
of IHL

November 2017

Control of the formerly listed
hotel company IHL was
acquired; nine hotels were
added to the portfolio including
Hampton by Hilton at Gatwick
Airport, integrally linked to the
North Terminal. By year end
the valuation was 14 per cent
higher than acquisition

pricing. The Group now holds

a 74.1 per cent interest.

Continued fFocus on

reducing leverage

Over £40 million of debt was repaid during
the year, funded primarily from profits on
opportunistic and mature asset disposals,
reducing leverage from 50 per cent to

47 per cent, after taking into account

two acquisitions post year end.

Increased exposure

to distribution
September 2018

Immediately following the year end, the
Group forward funded a £26 million
development of two distribution warehouses
in Bicester and acquired a £26.3 million
multi-let industrial estate in Farnborough,
increasing exposure to the logistics sector.

Investor day and property tour focused
on landlords becoming service providers;
touring the newly acquired serviced office
portfolio. Our operational partners from
both the London Serviced Office and UK
Hotels portfolio presented to investors on

the evolving demands of occupiers and the The Board thanked Greg Clarke for his

opportunities for sustainable income growth. contribution over the years and welcomed
Gavin Tipper to the position of Chairman of
the Board.

RDI REIT P.L.C. Annual Report 2018 09
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Strategic report

Market context

Structural change

in real estate is
driving rapid change
in occupational
markets. We believe
our diversified,
scalable portfolio

is well positioned

to take advantage
of opportunities as
they arise.

2-6 Boundary Row, Waterloo, London
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Economy

UK GDP growth remains low, however it has
proved more resilient and performed ahead
of expectations given the uncertainty post the
EU Referendum. Notwithstanding the ongoing
political uncertainty, forecasts have recently
been revised upwards, with GDP growth
expected to rise to over 2.0 per cent in 2019.

Employment statistics remain strong with

the unemployment rate at 4.0 per centin
August 2018. As a result, real wage growth
has started to emerge which would suggest
support in consumer demand. Overall retail
spending has been relatively healthy, however
the headline figures do not reflect the rise in
online shopping and cost pressures within
certain retailers’ businesses.

The outlook for interest rates remains

on an upwards trajectory albeit long term
rates remain well below historic averages.
The increase in the UK base rate from

0.5 per cent to 0.75 per cent was only the
second increase in over a decade with some
economists expecting further rate rises.

Occupational market

The role of real estate has changed materially
and in a very short space of time. Occupiers
are viewing real estate as an increasingly
strategic part of their business, covering
everything from logistics and operations to
attracting and retaining the best talent. As

an owner and investor in real estate, a client
focused approach is now more important
than ever. A successful investment strategy
must consider the key factors driving occupier
demand and client satisfaction which now
covers a far broader set of requirements than
ever before. In addition to owning good quality
real estate, issues such as wellbeing, services,
digital connectivity and amenities are now
high on the agenda.

Outside of retail, occupational markets have
performed ahead of expectations in the UK.
Industrial and distribution assets, particularly
in the South East, continued to see strong
take-up supported by growth in online retail
and last mile distribution. The London office
market has exceeded expectations. Take up
of space remained strong with support from
large corporates and high levels of pre-letting
activity absorbing new supply. Media and
tech related companies have accounted for
the largest proportion of take up, highlighting
the diversity of London’s occupier market and
the reduction in reliance on financial services.
Vacancy rates across the City and West End
markets are now well below 5 per cent.

Demand for serviced and flexible offices
continues to rise. This is being driven by

a wholesale change in the way in which

people work impacted by technology and
urbanisation. In addition, occupiers are
demanding more, including flexibility of the
terms on which they contract space and the
level of service provision being made available.

The retail environment remains challenging
as retailers continue to adapt and right size
their physical store portfolios to align with
the rapid change in consumer spending
habits. Food, convenience and service related
retail is expected to remain resilient while
discretionary spending on areas such as
fashion is under pressure.



Investment and

capital markets
Investment activity has remained strong
with total UK investment volumes reaching
£44.5 billion for the nine months to
September 2018, a 6 per cent increase on
the same period in 2017. Likewise, Germany

remains on track for a record year in terms of
overall investment volumes.

A combination of low interest rates and

an expectation of limited growth in capital
values has centred attention on income
returns and sustainability of income. With
yields for prime real estate at low levels,
demand for “alternatives” such as residential,
serviced offices and self-storage has risen
sharply as investors develop a greater
understanding of operational risk.

RDI's own capital allocation has targeted
allocating capital to assets in locations and
sectors with long term structural support and
occupier demand. Investments and disposals
totalling £540.6 million were completed

in the financial year and have provided
increased exposure to London and the South
East as well as reducing the Group’s overall
exposure to the retail sector. Approximately
44 per cent of the portfolio has been acquired
over the last three years with 82 per cent of
these acquisitions located in London and the
South East.

Technology

Developments in technology continue to be
the driving force behind changes in cultural
behaviour at home, at work and at leisure.

Never has technology been more apparent
in our daily lives, with digital personal
assistants in the home, smart tech’s
continuously improving functionality playing
a huge role in leisure time and the constant
demand for faster connectivity everywhere.
The high-speed evolution of technology is
having a profound effect on life choices and
blurring the lines for place making.

This is evident with the current shift

in the office space sector with remote
working becoming more commonplace,
driving increased demand for flexible and
co-working spaces that enable occupiers to
be part of a community.

Online continues to shape the way retailers
are approaching bricks and mortar retail

- using online channels to drive shoppers
to physical stores, and technological
touchpoints in store environments to create
brand advocacy and maximise social media
communities.

Our community-centric approach to our
assets, across the sectors, focuses on

“space as service” through understanding

the emotional and functional needs of our
occupiers, clients and customers whether that
be the very best technical and IT products

in our London Serviced Offices or working
with retailers to deliver consistent messaging
across digital channels within our shopping
centre and retail parks portfolios.

Royal Mail, Camino Park, Crawley

A combination of low
interest rates and an
expectation of limited
growth in capital values

continues to centre investor
attention on income returns
and sustainability of income.

Despite the challenges
faced, investment activity
remains strong in the UK
and Germany remains on
track for a record year in
terms of overall investment
volumes.
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Strategic report

Income led business model

Designed to deliver superior,
sustainable and growing income.

Our resources

Our assets
Well located investments generating strong
occupier demand. Creating spaces and places

for people and businesses to grow and prosper.

Our people

We recruit and develop high calibre dynamic
and entrepreneurial people, who have a

high performance, results oriented approach.

Our stakeholders

We aim to build and foster professional
relationships with all our stakeholders through
collaborative and transparent interaction.

Underpinned
by our culture

Strategic priorities

Income focused portfolio

@E Continuously improving our diversified portfolio’s
exposure to sectors demonstrating positive
structural change, supporting security of income,

with opportunities to drive income growth.
Read more on page 16 >

EFficient capital structure
Focused on reducing leverage and further
strengthening the balance sheet in support
of greater operational flexibility and a more
competitive cost of capital.

Read more on page 17 >

Financial discipline
Clear and measurable medium term targets,
focused on growing income and strengthening

the balance sheet. Closely aligned to strategic
objectives and management remuneration.

Read more on page 18 >

Scalable business

Greater scale to drive longer term benefits,
including greater access to capital markets and
liquidity, whilst limiting volatility. Capital recycling
to ensure we secure the right earnings enhancing
opportunities for our shareholders.

Read more on page 19 >

Hands-on, lean Entrepreneurial spirit
management team

II 2 RDI REIT P.L.C. Annual Report 2018



How we create value
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The value we add

Shareholders
Sector leading income yield.

Employees
Rewarding career development in a high
performance, and enjoyable team environment.

Tenants

Creating spaces that meet occupiers’ and clients’
requirements to help them prosper.

Suppliers

We support the growth of high performance,
service oriented businesses and provide the
opportunity to develop long term relationships.

©

Communities
We strive to support and improve the
communities in which we operate.
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Cultural Focus on Efficient deal makers In-house expertise
driving income
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Strategic report

Strategic priorities

Income
Focused
portfolio

Targets

+ High quality portfolio

« Limited volatility through the
property cycle

» Investin opportunities across sectors

« Sufficient scale

Risks™

» Competition for investments
» Decline in market conditions
» Failure to anticipate changes in
the property cycle
» Development and construction risk

« Cost efficient portfolio

i

E fficien t » Strong balance sheet

»  Operational flexibility

Ca pi ta l « Competitive cost of capital
structure

o Q » Rental income growth of 2-5 per cent
Flna nCIal like-for-like p.a.
dlSCIplIne  Efficient conversion of rental income

to profit
o EPRA cost ratio <15 per cent

« Covered dividend with 90-95 per cent
payout ratio

* Interest cover ratio >3 times

« Underlying EPS growth of
3-5 per cent p.a.

e LTV of 45-50 per cent

Sca lable « Improved liquidity

+ Recycling capital

business «  Limit volatility

¢ Multiple sources of capital

(M Principal risks, their potential impact and mitigating factors are set out on pages 20 and 21.
@ Executive performance is linked to strategy as outlined on page 23.

/|4 RDI REIT P.L.C. Annual Report 2018

»  Weaker occupier demand

Low inflation environment

Reduced availability of financing and
refinancing at acceptable cost

Increased cost of finance

Adverse movements in share price
Changes in regulatory requirement
General market dislocation

Adverse interest rate movements
Tenant default
Deterioration in LTV

Declining valuations leading to
covenant breaches

Adverse foreign
currency movements

Significant external, political or
financial event

Changes in regulatory requirements
Competition for investments
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LTIP - Part of Executive Directors’ long term incentive
plan arrangements.

STIP - Part of Executive Directors’ short term incentive

plan (annual bonus).

ELTI - Part of employees’ long term incentive

arrangements.

Link to remuneration®

LTIP - Earnings, total property return
STIP - Earnings, NAV
ELTI - Earnings, total property return

STIP - Cash flow, personal objectives

LTIP - Earnings, total property return,
total shareholder return

STIP - Earnings, cash flow, NAV

ELTI - Earnings, total property return,
total shareholder return

LTIP - Earnings, total property return

STIP - Earnings, cash flow

ELTI - Earnings, total property return

Outcomes

« 27 per cent of portfolio subject to index-linked rents

» Occupancy steady at 97.1 per cent

+ 176 lease events concluded at 8.2 per cent above previous passing rent

» Reversionary yield, 70 basis points above current portfolio NIY

» Income focused developments added £1.7 million in gross annualised income

For more information see page 16

« 3.4 per cent weighted average cost of debt
*  Weighted average debt maturity of 6.7 years
» LTV reduced to 46.2 per cent

For more information see page 17

»  Fully covered dividend with 95.1 per cent
pay out ratio

» Cost of debt of 3.4 per cent

* Interest cover 3.5 times

+ Cost ratio reduced to 15.6 per cent

» Rent collection outstanding at 98.0 per cent within seven days
e LTV at46.2 per cent

For more information see page 18

» Portfolio WAULT of 7.0 years (8.4 years to
first break)

» Mature asset disposals generating £255.7 million
» 3.4 per cent growth in EPRA NAV
» Expansion of hotels exposure through increased investment in IHL

» Reduced retail exposure and reinvestment into sectors experiencing positive
structural change

For more information see page 19
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Strategic report

Strategy in action

Driving income growth through reduced
retail exposure and re investment into
sectors experiencing structural support.

With the retail sector continuing to experience
the impact of changing consumer behaviour,
the Group took the decision in December
2017 to dispose of its German supermarket
portfolio.

The German retail portfolio comprised

66 assets, with an average lot size of

€3.1 million, and limited near to medium term
income growth potential. Taking advantage
of the extremely strong German investment
market, the portfolio which generated
annualised net rental income of €12.7 million,
implying a 5.8 per cent net initial yield, was
disposed of for €205 million, a €20 million
(10.8 per cent) premium to book value.

Proceeds were reinvested into four well
located London Serviced Offices, a sector
experiencing structural support and growth
opportunities given the changes in workforce
demands for flexibility and cost efficiency.

Demand for alternative asset classes, such
as student accommodation, self-storage,
and serviced offices has risen sharply in
recent years as investors develop a greater
understanding of operational risk.

WorkForce behavioural change
Technology supports mobility
Millennials will make up 75%

of workforce by 2025
Demanding work-life balance

More collaborative and creative work
environments

Shorter leases/licences

« Traditional office leases continue
to shorten

» Brexit uncertainty may drive demand
for shorter term commitment

,I 6 RDIREIT P.L.C. Annual Report 2018

Alongside improving the portfolio’s quality,
the disposal and subsequent acquisition was
income accretive and provides exposure to an
improved income growth outlook.

Together with our Hotels business, RDI

is now well placed to take advantage of
the increasing trend of real estate owners
becoming service providers.

London Flexible office sector

London is the single largest and most
developed flexible office market globally.
Demand for flexible space in London is on the
rise and is supported by increased occupier
demand for flexible, cost efficient space.

The sector is more resilient in times of
economic uncertainty. Since Brexit, London
job creation has slowed, however flexible
offices’ share of take up has increased.

Flexible workspace and co-working account

for c. 7 per cent of Central London office stock.

JLL expects this share to increase to 30 per
cent by 2030.

One size does not Fit all

« Allow for space to grow with
requirements

Businesses can be more agile and
manage risk more effectively

Lease accounting changes

» From 2019 long leases will be reflected
as liabilities on the balance sheet

CASE STUDY

Income fFocused
portfolio

i

Deal rationale
« Differentiated serviced office
business model

» Owned model with a proven
sustainable track record

« Established and experienced
operator with aligned interests

* Uniquely designed and wholly
refurbished space

» The offering is defined by the
premium service, whilst desk rates
are typically mid-market

« Asset management and synergy
opportunities

» Scalable platform

¢ Right of first refusal on future
developments

» Simple integration of future
acquisitions and potential for
repurposing of existing RDI assets

» Anticipated yield on equity of
over nine per cent

» Experienced operational partner
with aligned interest

Cost efficient
Economical for both occupier
and landlord
Avoids set up costs and need for
capital investment
Ability to outsource non-core
business activities

Deeper potential customer base
Broadening demand
Corporates are increasingly taking

up flexible space
Creating a presence anywhere




Strategy in action

LTV reduction whilst minimising

income dilution.

Setting a medium term target of reducing
the Group's loan to value to between 45 and
50 per cent whilst minimising income dilution
such that income growth targets could be
maintained was an ambitious challenge, but
RDI has achieved a delicate balance.

Over the past two years, we have worked
towards extending the Group’s weighted
average debt maturity, taking advantage of the
low interest rate environment to secure lower,
longer term interest rates.

The best rates are generally secured at lower
levels of gearing, meaning capital can be
deployed at attractive returns, minimising
income dilution. Here are two initiatives
completed in 2017 which have positively
contributed towards reducing gearing while
minimising income dilution and demonstrates
our ability to reduce leverage efficiently.

Meaningful reduction in leverage

55

53.4%

50

UK non-bank Post
debt 28 Feb 2017 transaction

Debt £167.8m £146.1m
Cost of debt 5.8% 5.5%
LTV 71% 62%
Our share of 50% 100%
Wigan net

income

Yield on equity: c. 10.0%

Euro debt Post
Facility 28 Feb 2017 transaction

Debt £44.0m £38.4m
Cost of debt 3.7% Cc.2.7%
LTV 65% 57%

Yield on equity: c. 9.8%

45

CASE STUDY

Efficient capital
structure

In addition, the Group has taken advantage
of the £148 million revolving credit facility
sourced as part of the Aegon UK portfolio
facility. This allows surplus cash to be
applied, generating a return well in excess

of money market deposits. The facility carries
a ratcheted margin linked to LTV which
provides marginal interest rate reductions

at lower LTVs.

46.2%

Aug 2016 Feb 2017

Medium term LTV target 45 - 50%

T

Aug 2017

T

Feb 2018 Aug 2018
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Strategic report

Strategy in action

Driving down overheads:

IHL acquisition.

The Group seeks to convert rental income
into earnings, and ultimately shareholder
distributions, as efficiently as possible.

In October 2015 the Group participated

in the establishment of International Hotel
Properties Limited (“IHL"). IHL was listed as a
hotel owning and operating entity, a sector RDI
had exposure to through its existing hotel
investments and 25.3 per cent shareholding in
its operational partner, RBH Hotels Group.

As a listed entity IHL built a portfolio of

nine UK hotels. In June 2016 the UK voted to
leave the European Union which impacted
IHL's ability to source new investment and
raise capital to advance its strategy.

f .

Holiday Inn ExpresSs, So-uthampton

18

RDI REIT P.L.C. Annual Report 2018

In November 2017, an opportunity arose to
take control of IHL, leverage off RDI's existing
operational partners and delist the entity,
realising considerable efficiency savings.

Through a scheme of arrangement, RDI
completed a share-for-share exchange with
IHL's minority shareholders and delisted
the entity, saving the associated Board,
management and listing costs.

Since acquisition, the portfolio of nine hotels
has increased in value by 14 per cent on
acquisition pricing.

Hampton by Hilton,
Gatwick

CASE STUDY

Financial
discipline

Deal rationale

» Delisting delivered considerable cost
savings
» Well located hotels weighted towards
Greater London and Edinburgh
» Secure and growing income
¢ Limited service and branded hotels
» Four Travelodge hotels with average
unexpired lease terms >20 years
and 21.2 per cent of income with
uncapped CPI escalations
» Yield on equity in excess of ten per
cent. An implied NIY of 6.9 per cent
and minimal ongoing overhead costs.
A strong earnings accretive opportunity
which the Group capitalised on

Holiday Inn Express, Holiday Inn Express,
Southampton Redditch




Strategy in action

Recycling capital at a premium.

CASE STUDY

Scalable
business

During the year, disposals totalling In line with this plan, and capitalising on These were either:
£255.7 million were achieved at an average the contl_nued strength of both the UK and . strategic disposals where, in our view, the
premium to book value of 8.9 per cent. German investment market, a number of income was not sufficiently sustainable;

RDI actively manages income optimisation assets were disposed of during the year.

with every asset carrying its own income led
business plan, where the asset's income is
assessed as either sustainable or growing.
If it does not meet certain strict hurdles,

it is identified as a recycling opportunity,

as illustrated below.

% of portfolio by gross annualised rental income

: @ Growing income : Capital recycling :

» ex-growth, where in our view, we had
extracted maximum value; or

« opportunistic, where market forces and
competitive pricing attributed a greater
value to the asset than we believed could
be achieved through continued ownership.

Examples of this strategy in action during 2018
are set out below.

41.7%
Core secure
income

on completion

17.8% :
37.2% Income-led 3.3%
Growth asset . Mature
income management : assets

opportunities

Asset management priorities For the next 12 months:

Maintain income through: Optimise serviced income Complete and progress » Recycle low growth assets
» High occupancy and operational margins development plans at a premium
+ Cost reductions Double digit uplifts and asset management

on upcoming logistics initiatives

rent reviews

Strategic disposals
House of Fraser department store, Hull

» High street retail asset in Hull on a
22 year lease

« Soldfor £11.0m; a 12.8% discount
to book value

» Proactively removed covenant risk

Realising value Following active Opportunistic disposals

asset management

Regional offices German supermarket portfolio

» Disposal of six regional offices o €205m disposal; a 10.8% premium
for £59.8m; an 8.9% premium ¢ €12.7m net annualised rental income;

¢ £4.1m net annualised rental income; implied NIY of 5.8% on sales price
implied NIY of 6.4% on sales price « 66 assets with an average lot size

¢ Maturing regional office of €3.1m

investment market
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Strategic report

Principal risks

The Group seeks to minimise, control and monitor

the impact of risks to profitability whilst maximising
the opportunities they present.

RDI acknowledges that it faces a number of
risks which could impact the achievement of
its strategy.

While it is not possible to identify or anticipate
every risk due to the changing business
environment, the Group has an established
risk management process to manage and
mitigate risk. The Group's process for
identifying and managing risk is set by

the Board.

Strategic risks

The Board has delegated the oversight of risk
to the Audit and Risk Committee. Risks are
assessed “bottom up” throughout the business
both gross and net of mitigating controls.

The Audit and Risk Committee reviews the risk
management plan bi-annually with the design,
implementation and monitoring being the
responsibility of management on a

day-to-day basis.

Risks are considered in terms of their impact
and likelihood from both a financial and
reputational perspective.

Although not exhaustive, the principal

risks facing the Group are categorised into
four broad risk types: Strategic, Financial,
Operational and Legal and Regulatory.

The potential impact of these risks and the
mitigating controls in place to manage their
impact are as follows:

Change D

Risk Impact potential

Link to strategy

Mitigation factors

Failure to formulate and « Declining net asset value, total property
return (income and capital)

execute appropriate

o Annual review of investment strategy
%@ o Defined asset appraisal process

investments, including, ¢ Declining total shareholder returns and « Investment Committee reviews all opportunities against

but not limited to,
gearing levels and
diversification

increased share price volatility

pre-determined criteria

@ » Monitoring of macroeconomic and property market trends

o Flexible and agile decision making
« Dedicated investor relations resource

o Clear messaging of Group strategy to the market and
to analysts

» Ongoing dialogue and communication with brokers

Continuing uncertainty » General market dislocation leading
surrounding the to increased volatility with potential
political and economic impact on property valuations and/or
climate; for example, share price

negotiations on the « Constrained access to debt or capital
UK's exit from the markets impacting ability to address

European Union results liquidity or covenant concerns
in increased uncertainty

over future policy and

o Close relationships with key shareholders and lenders
o Close monitoring of loan covenants and required cash cures
in event of severe but plausible scenarios

« Ongoing monitoring of proposals and emerging policy
and legislation

« Balance sheet structure provides flexibility

legislation

Significant business « Inability to access or operate properties o Adequate insurance cover
interruption or « Operational interruption and disruption %ﬁ » Geographic diversity of portfolio
terrorist event

« Significant reduction in footfall « Disaster recovery planning including frequent replication

« Injury or loss of life of occupier, of data and offsite storage
customer, employee or contractor e Robust security including CCTV and access controls

o Loss of key employee or supplier o Major incident planning and monitoring of NaCTSO
security advice
o Succession planning, performance evaluation and long term
incentive rewards

Change in investment « Adverse movement in share price o Close relationships maintained with key shareholders
strategy of significant « Perceived loss of confidence « Dedicated investor relations resource
shareholder

o Clear income focused total return strategy maintaining
upper quartile performance

 Actively target new investors

20 RDI REIT P.L.C. Annual Report 2018



Financial risks
Risk

Impact potential

Link to strategy

“o
@p
-
Ll
\ 4

Change ©

Mitigation factors

Decline in market
conditions and
structural changes
in retail consumer
behaviour

Reduced availability of financing and
refinancing at acceptable cost

Inability to fund property investments
Increased cost of finance

Declining valuations leading to
covenant breaches

@)@
D

Mix of lenders and maturities of facilities

Detailed capital planning and forecasting

Sufficient liquidity maintained to meet commitments
Early refinancing of debt

Regular assessment of market conditions including bi-annual
external valuations and monitoring of covenants

Portfolio diversified across sectors and geography

Adverse interest rate
movements and
inflationary pressures

Increased cost of borrowing and
hedging reducing financial and
operational flexibility

Adverse impact on property valuations

(©&)

Interest rate hedging policy providing interest rate protection
Target staggered debt maturities
Geographic diversification

Early refinancing where possible and economically viable to
lock in lower rates for longer

Adverse foreign
currency movements

Decreased asset values
Reduced operating income
Reduced liquidity

OS>

Debt facilities arranged in the currency of the related
investment act as a partial hedge

Exchange rates continuously monitored
Amounts converted to Sterling at earliest opportunity

Foreign currency forward contracts entered into prior to
significant transactions

Operational risks
Risk

Impact potential

Link to strategy

Change ©

Mitigation factors

Failure to anticipate
changes in the property
cycle

Reduced investment demand and
declining property values

Potential pressure on banking covenants

O

Bi-annual external valuation of properties
Diversified portfolio

Active asset management

Regular monitoring of covenants

Reduced occupier
demand for space,
increased supply, or
occupier defaults

Reduced rental income and cash flow
Increased void costs
Declining property values

OS>

Diverse tenant base

Long leases and strong tenant covenants

Open dialogue with tenants and property managers
Review consumer trends

Regular monitoring of tenants at risk

Reputable property managers and efficient rent
collection procedures

Inappropriate cladding
or construction
materials

Increased risk in case of fire

OS5

Annual fire risk assessment

Comprehensive review of cladding and insulation in
place across portfolio and close liaison with national
Health & Safety Manager

Legal and regulatory risks

Risk

Impact potential

Link to strategy

Change D

Mitigation factors

Health, safety and
environmental risk

Loss or injury to employees, tenants

or contractors

Impact on reputation, adverse publicity
or financial impact

OS>

Policies in place with audit and risk assessments undertaken
Environmental programme in place

« All properties actively managed

Dedicated Health & Safety Manager
Comprehensive tendering process for contractors

Changes in, or breach of,
regulatory or legislative
requirements

Financial or reputational impact

Reduced financial returns as a result
of increased taxes across non-REIT
business

Adverse tenant behaviour

(©&)
@)

Sound governance and internal policies

Appointment of appropriately qualified employees,
corporate advisers and administrators in all jurisdictions
with active engagement

Regular review of compliance e.g. REIT legislation
Proactive identification of changes in legal and regulatory
environment with planned response to changes prior to
implementation

Income focused portfolio

@ Efficient capital structure Financial discipline @ Scalable business
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Strategic report

Viability statement

In the context of the Group’s principal risks and
strategic priorities, the Directors have considered an
appropriate time horizon to assess longer term viability.

Assessment period

The Directors have considered a three-year
time horizon in assessing longer term

viability. This is underpinned by an average
unexpired lease term and weighted average
debt maturity comfortably exceeding three
years. In the view of the Directors, this time
horizon strikes a balance between establishing
viability and assessing the Group's longer
term prospects.

The Group's strategy set by the Board is
reviewed annually and considers a three-year
time horizon; therefore for the purposes of
this assessment the business prospects have
been considered and its plans stress tested
over the same period.

The Directors believe that focusing on the
Group's strategic priorities will support the
solvency and strategic viability of the Group
in the longer term.

Consideration of key risks and
uncertainties facing the Group

The nature of the Group’s business and

the industry in which it operates exposes

it to a variety of risks. The principal risks

and uncertainties faced are outlined on
pages 20 to 21, whilst significant areas

of uncertainty are discussed on page 93.

The Board regularly reviews these disclosures
and assesses the appropriate controls and
actions that can be taken to mitigate and
manage the operations of the Group within an
appropriate risk tolerance. The Directors have
further considered their impact within the
context of the Group's viability and prospects,
with emphasis this year being placed on

the pace of change facing UK retail and the
implications that could arise from the various
corporate events and negative sentiment
currently facing that sector.

22 RDI REIT P.L.C. Annual Report 2018

Assumptions

In reaching their opinion, the Directors
considered the Group's internal control
environment together with the results of
plausible but conservative scenarios. Key
assumptions underlying the base case
scenario were as follows:

» across the Group's portfolio, property
valuations continue to remain broadly
stable, with negative movements in
one segment likely to be offset by
positive movements in another, given
the diversified nature of the Group’s
investments;

» credit markets remain open and available
to the Group to allow it to continue to
refinance existing debt facilities as they
mature, albeit at a likely higher cost of debt;

« the Group continues to have a
diverse tenant base with no particular
concentration risk in any one covenant;

+ lease expiries will result in a void period
prior to re-letting, with incentives likely to
be extended;

» inflation continues at levels in line with
Bank of England targets; and

« Sterling remains stable relative to the Euro.

In addition, the Group's three-year business
plan was stress tested using both specific and
cumulative scenarios to simulate a general
deterioration in market conditions, including
flexing the key assumptions stated above.

In particular, specific consideration was given
to the following:

» asignificant valuation decline of up to
20 per cent impacting the Group's UK retail
investments brought about by continued
negative sentiment and tenant failure, with
specific consideration given to the Group's
top ten tenant exposures; and

» debt facilities were stress tested to
identify the tolerance level of covenants
to declining valuations across the entire
portfolio and availability of cash to provide
covenant cures.

Conclusion

As a result of the work performed above
and the various mitigating actions that are
available to the Board in the unlikely event
that the stress tests performed prove to be
insufficient, the Directors are of the view
that the Group's strategy provides a sound
platform upon which to continue its business.
The Directors therefore conclude that there
is a sufficiently reasonable expectation that
the Group can continue in operation and is
capable of meeting its debts and obligations
as they fall due over the next three years.
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Key performance indicators

Closely linked to strategy and management

incentives to drive accountability.

Rental income growth
(LfL % increase)

2018 2.1
3.7

Underlying earnings
per share (p)

2018 2.84
2.75

EPRA cost ratio (%)

2018 15.6
17.2

Weighted average
cost of debt (%)

2018 3.4
3.1

Interest cover (times)

35

3.2
LTV (%)
2018 46.2
50.0
Weighted average
debt maturity (yrs)
2018 6.7
7.3

EPRA NAV per share (p)

2018 42.8
414

Income focused portfolio

How we measure it

Growth in net income for properties held throughout the current
and prior year; excludes acquisitions, disposals and properties
under development

How we measure it

EPRA earnings, adjusted for forex and fair value accretion on
debt, divided by the weighted average number of shares during
the period

How we measure it
Administrative and direct property costs, excluding vacancy
costs, as a percentage of rental income

How we measure it
Interest rate on loans, weighted by the amount borrowed
relative to total borrowings

How we measure it
Net rental income divided by net finance expense

How we measure it
Nominal value of drawn debt, less cash, divided by portfolio
market value

How we measure it

Number of years to maturity on individual loans, weighted by
the nominal value of the loan relative to total borrowings

How we measure it

EPRA net assets divided by diluted number of shares outstanding
at the year end

Our progress

Annual growth rate within
target range

Our progress
Improved, with growth within
target range

Our progress
Improved to within sight of target

Our progress

Increased - a result of recycling
capital from Germany into the UK
and the relative cost of borrowing
across the two geographies

Our progress

Improved following
reduced leverage

Our progress
Improved to lower end of
target range

Our progress

Long dated debt book with
refinancing discussions on
the Group's largest facility

well advanced

Our progress

Improved with 3.4 per cent
growth following recycling at
a premium

@ Efficient capital structure Financial discipline @ Scalable business

RDI REIT P.L.C. Annual Report 2018

Link to strategy

i

Link to strategy

-
2
=~
=3
o
")
Iad
=
']
er
(']
(=]
<

Link to strategy

®)

Link to strategy

®)

Link to strategy

&

J0dau 218a1ea3S

140da. 5101291

SjuaWaIe)s [enueuly

uolijewaojul 18Yyizo



Strategic report

Operating review

What's in this section

OVG rVieW Pages 26 to 29

Business segments  rages30andst

- UK Commercial Pages 32t035
- UK Retail Pages 361039
- UK Hotels Pages 40t0 43
- Europe Pages 44to 47

Portfolio overview

The portfolio has strong income characteristics
with clear visibility of the medium term income
profile and growth opportunities. Key portfolio
characteristics include:

+ aweighted average lease length, excluding
serviced space, of 7.0 years to the first
potential lease break and 8.4 years
to expiry;

+ 27.0 per cent of gross rental income
subject to inflation-linked or
fixed increases;

+ rental growth potential with a reversionary
yield of 6.3 per cent, 70bps higher than the
current portfolio net initial yield;

+ high and stable occupancy demonstrating
robust occupier demand;

* RBH managed hotels and London
serviced offices account for 31.1 per
cent of the portfolio by annualised
gross rental income delivering robust
income supported by strong occupier
demand; and

+ over 500 tenants with no single tenant
accounting for more than 3.2 per cent
of gross rental income.

T- -
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Strategic report
Operating review

Overview

Each asset in the portfolio has an income led
business plan and is viewed in terms of its ability
to deliver sustainable income returns.

Annualised EPRA EPRA

Market  gross rental EPRA topped Reversionary occupancy
Portfolio summary value income ERV NIY up yield yield WAULT by ERV Indexed
31August 2018 £m £m® £m % % % yrs@ %@ %
UK Commercial 515.9 29.7 31.5 5.1 5.2 5.6 5.3 98.1 16.0
UK Retail 481.0 38.7 38.1 6.4 6.8 7.3 7.8 95.9 20.6
UK Hotels 364.9 26.0 26.0 5.9 5.9 6.4 18.2 100.0 9.3
Total UK 1,361.8 94.4 95.6 5.8 6.0 6.4 7.5 96.8 16.0
Europe 258.6 15.2 15.2 4.4 4.9 5.5 5.0 98.0 95.1
Total 1,620.4 109.6 110.8 5.6 5.8 6.3 7.0 97.1 27.0
Controlled assets 1,595.0 107.8 109.0 5.6 5.8 6.3 7.0 97.0 26.6
Held in joint ventures (proportionate share) 25.4 1.8 1.8 6.4 6.4 6.7 5.5 100.0 52.9

(M Gross annualised rent for the London Serviced Office portfolio included as EBITDA net of management fees and FF&E.
@ Excluding the RBH managed hotels and London Serviced Office portfolios. Relevant operational metrics disclosed separately.

Portfolio positioning by business plan

Each asset in the portfolio has an income led business plan and is viewed in terms of its ability to deliver sustainable income returns and/or growth.
Approximately 79 per cent of the current portfolio is classified as either “Core income” or “Growth income”. Core income assets typically exhibit long
lease lengths, high cash on cash returns and are predominantly multi-let, often with some form of indexation. Growth income assets constitute
approximately 37 per cent of the current portfolio. These assets are typically lower yielding but with higher intrinsic growth prospects.

18 per cent of the portfolio comprises properties which have shorter term, more intensive asset management plans underway. These opportunities
are typically income led with a significant percentage of pre-let income being secured before development commences. The Company’s ability to
create marginal revenue and enhance the quality of assets is fundamental to its overall strategy.

Where RDI has maximised the potential of individual assets or where the market is prepared to pay a higher price than its view of the assets’
intrinsic value, the Company will look to sell and recycle that capital into new opportunities. Approximately 3 per cent of the portfolio is currently
considered mature with a number of those assets being considered for sale.

Annualised Annualised EPRA EPRA

grossrental  grossrental EPRA topped Reversionary occupancy
Portfolio by business plan income income ERV NIY up yield yield WAULT by ERV Indexed
31 August 2018 % £m® £m % % % yrs@ %@ %
Coreincome 42 457 44.9 5.9 6.1 6.7 7.5 97.3 53.9
Growth income 37 40.8 42.2 5.7 5.7 6.2 4.2 100.0 0.7
Asset management 18 19.5 20.0 4.7 5.3 5.5 6.9 95.8 19.1
Mature 3 3.6 3.7 5.5 6.5 6.9 5.4 94.4 27.4
Total 100 109.6 110.8 5.6 5.8 6.3 7.0 971 27.0

(M Gross annualised rent for the London Serviced Office portfolio included as EBITDA net of management fees and FF&E.
@ Excluding the RBH managed hotels and London Serviced Office portfolios. Relevant operational metrics disclosed separately.
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Valuation overview

The like-for-like portfolio value increased by £1.2 million or 0.1 per cent net of capital expenditure. On a local currency basis, like-for-like valuations
increased by 0.6 per cent. The change in value was driven by a 2.1 per cent increase in like-for-like annualised net rental income, partly offset by

a 10bps outward shift in net initial yields. The overall portfolio currently reflects a 5.8 per cent EPRA topped up net initial yield and a 6.3 per cent
reversionary yield.

The UK Commercial portfolio delivered the strongest growth, increasing £23.1 million or 7.5 per cent, largely as a result of the strength of the
industrial and distribution portfolio which increased 17.7 per cent or £20.2 million, and London offices which were up 1.8 per cent or £1.7 million.
UK Hotels and Europe (in local currency) increased 2.1 and 2.2 per cent respectively, a steady performance. Performance in the UK Retail
portfolio was mixed. UK Shopping Centres declined by £29.0 million or 9.2 per cent despite occupancy being maintained at 96.4 per cent and

net income remaining in line with the prior year. UK Retail Parks increased by £2.9 million or 1.6 per cent supported by the completion of asset
management initiatives.

Leasing activity

It has been an active period with 176 leasing events being concluded providing total rent of £19.4 million, an 8.2 per cent (£1.5 million) increase
above the previous passing rent and a 3.5 per cent (£0.7 million) increase on ERV. Proactive asset management ensured that the portfolio
occupancy remained high and stable at 97.1 per cent (31 August 2017: 97.7 per cent).

Previous

Number Lettable Contracted passing
Lease events of lease area rent rent ERV
31 August 2018 events sqft £m % %
UK Commercial 12 196,094 3.3 +12.1 -0.5
UK Retail 78 925,127 13.2 +5.7 +4.3
Europe 86 148,878 2.9 +15.7 +4.3
Total 176 1,270,099 19.4 +8.2 +3.5

Developments completed 3 75,264 1.7

» 73 rentreviews were completed in the period resulting in total rent of £14.0 million, a 9.0 per cent (£1.2 million) increase above the previous
passing rent and 8.7 per cent (£1.2 million) ahead of ERV. The largest rent reviews included a fixed rental uplift on the Tesco lease at Weston
Favell, Northampton; up 11.8 per cent or £0.4 million on the previous passing rent and the open market rent review of the UK Power Network
lease at Newington House, Southwark; up 46.5 per cent or £0.4 million on the previous passing rent.

» 103 leases were either re-let or renewed on break or expiry accounting for a total rent of £5.4 million, 8.1 per cent (£0.5 million) below ERV.
The underperformance against ERV was as a result of two leases at Grand Arcade, Wigan. Excluding these two lease renewals and new leases
were in line with ERV.

In addition to the leasing activity above, completed developments contributed a further uplift of £1.7 million in gross annualised rent. These
included Primark in Ingolstadt which commenced trading in August 2018 and TK Maxx in Derby which commenced trading in February 2018.

Overall, recent retailer administrations and CVAs resulted in a loss of £0.8 million in gross annualised rent, however, encouraging progress has
been made in the re-letting of the remaining vacant units. Further detail is provided in the UK Retail section.

Acquisitions

The first half of the year included the acquisition of both the IHL hotel portfolio and the LSO portfolio. These acquisitions have increased our
exposure to London and the South East, and represent sectors and operating platforms which provide yield premiums from high quality real estate.
Both of these acquisitions were successfully integrated into the portfolio during the second half of the year. This capital allocation has created a
stronger alignment of the portfolio to sectors supported by strong occupier demand and positive structural change.

Post the year end, exposure to the industrial and distribution sector was increased through a £26.0 million forward funding of a development of
two modern distribution units in Bicester and the acquisition of a multi-let industrial estate in Farnborough for £26.3 million, at a net initial yield
of 6.2 per cent.

Market Net rental Implied Expected

value at income at NIY on yield on

Completion Ownership acquisition®  acquisition®  acquisition equity

Acquisitions date % £m £m % %

IHL portfolio November 2017 741 104.4 7.7 6.9 >10.0
Canbury Business Park, Kingston December 2017 100.0 18.8 1.2 5.8 n/a®

London Serviced Office portfolio January 2018 80.0 161.7 10.3 >6.0 >9.0

Total 284.9 19.2 >6.3 >9.0

(M Value of IHL reflects agreed acquisition pricing. Valuation details relevant to the date the Group acquired control of IHL are set out in Note 9.
@ Net rental income at acquisition for the London Serviced Office portfolio included as EBITDA net of management fees and FF&E.
@) Canbury Business Park, Kingston has no debt funding.
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Strategic report
Operating review

Overview

continued

Acquisitions continued

International Hotel Properties Limited
(“IHL")

RDI increased its holding in IHL from 17.2 per
cent to 74.1 per cent following a successful
scheme of arrangement in November 2017.
The majority of the acquisition consideration
was settled by way of a share-for-share
exchange with IHL shareholders. Additional
information is provided in Note 9 to the
financial statements.

The IHL portfolio comprises nine high quality
UK limited service hotels. Four Travelodge
hotels, comprising 27.7 per cent of the
portfolio, are let on long term leases with

an average unexpired lease term of over

20 years. These assets were acquired at

an implied net initial yield of 5.3 per cent

and benefit from five yearly upward only

CPI escalations which offer attractive rental
growth prospects, particularly in a higher
inflationary environment. The remaining five
hotels are leased to the Company’s associate,
RBH Hotel Group. Four of the hotels are
franchised to Holiday Inn Express and one to
Hampton by Hilton. The five franchised hotels
are expected to deliver a net initial yield of
over 7.5 per cent on acquisition pricing.

The integration of the IHL business was
completed to plan with associated cost
savings being achieved through the de-listing
and integration of the hotel assets into

the Company’s existing hotel portfolio and
REIT status.

As at 31 August 2018, the IHL portfolio
was valued at £119.0 million, a 14.0 per
cent increase in the portfolio value on
acquisition pricing.
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Canbury Business Park, Kingston

On 22 December 2017, Canbury Business
Park was acquired for £18.8 million excluding
transaction costs at a net initial yield of 5.8 per
cent. The property is within a short walk of
the Kingston-upon-Thames mainline railway
station and forms part of a wider strategic
site with medium to long term development
potential. The business park includes 3,480
sqm (37,457 sqft) of offices and a number of
smaller light industrial and business units.
The acquisition provides a combination of an
attractive near term yield and medium term
redevelopment opportunities. The acquisition
is in line with the Company's strategy of
increasing exposure to assets with strong
fundamentals, including proximity to good
transport links.

London Serviced Office portfolio
(“LSO")

On 15 January 2018, RDI acquired an 80.0 per
cent interest in a portfolio of four London
serviced offices valued at £161.7 million. The
acquisition provides exposure to good quality
London offices at a yield in excess of 6.0 per
cent. The longevity of income is supported

by the Company'’s experienced operational
partner, Office Space in Town (“OSIT"), which
will continue as the operator of these assets.
OSIT is an industry leading operator of
serviced offices and has a strong alignment
of interests through its 20.0 per cent retained
investment in the assets and an EBITDA based
management fee.

The decision to expand into serviced offices
is in line with the Company's strategy of
recycling capital into assets and locations
benefiting from sustainable long term
growth opportunities, structural change

in occupational demand and strategic
infrastructure investment. Two of the assets
are located in close proximity to the new
Elizabeth Line Crossrail stations and Boundary
Row, Waterloo adding to the Company’s
existing exposure to the rapidly developing
Southbank area.

The LSO portfolio provides a premium flexible
office service at mid-market rates and has
consistently delivered high levels of occupancy
and client satisfaction. The newly acquired
assets offer a high ratio of quality shared
amenity space, while design and services are
focused on key client requirements including
sound attenuation and market leading

IT services. All four properties have been
extensively refurbished and redeveloped

by OSIT in the last four years and each
presents a unique offering with flexibility in
design to accommodate customers’ bespoke
requirements.

As at 31 August 2018, the LSO portfolio
was valued at £163.4 million, a 1.0 per cent
increase in value since acquisition.

Disposals

Disposal proceeds in the period totalled
£255.7 million at an average premium to
book value of 9.0 per cent. Over the past two
years, disposals of £403.9 million have been
completed capturing significant value and
repositioning the portfolio toward locations
and assets with stronger growth prospects.

The sale of the German supermarket
portfolio completed on 29 December 2017.
The consideration reflected a purchase price
for the portfolio of €205 million, a 10.8 per
cent (€20 million) premium to book value.
The disposal capitalised on a very strong
German investment market, enabling
capital to be recycled out of mature assets.
The portfolio consisted of 66 individual
retail assets with a small average lot size
of €3.1 million and resulted in a reduction
in overall retail exposure and an effective
increase in the average lot size of the
remaining portfolio.

Other disposals included regional offices in
Leeds, Edinburgh, Bristol, Plymouth, Sparkhill
and Edgbaston, altogether reducing exposure
to regional offices which offered limited
further rental growth opportunities following
successful letting activity in many cases.

The House of Fraser department store in Hull
was sold in November 2017 for £11.0 million.
Despite being sold at a discount to book value,
the Company proactively removed exposure
to a potential covenant risk which has proven
to have been a wise decision.



PE A ==

Annualised
triple net EPRANIY Reversionary
Market Sales rental on sales yield on
value price income price sales prices
Disposals Completion £m £m £m % %
German supermarket portfolio December 2017 163.70 181.5 1.3 5.8 6.1
House of Fraser, Hull November 2017 12.9 11.0 1.2 9.7 9.7
Regional offices Various 54.9 59.8 41 6.4 7.0
Colchester April 2018 3.3 3.4 — — 7.7
Total 234.8 255.7 16.6 6.1 6.5

(1 Market value at 31 August 2017 retranslated at the date of disposal, 29 December 2017.

Development and capital expenditure

A number of successful development and capital projects have been completed or have reached key milestones. Primark and TK Maxx have
both taken occupation of redeveloped units in Ingolstadt and Derby, respectively. In both cases, the introduction of successful discount fashion
operators is expected to significantly enhance the quality of the surrounding retail pitch and the value of the assets. Development activity is
typically income led and focused on redeveloping existing assets to provide space that meets modern occupier requirements. Total committed
and outstanding capital expenditure at year end was £9.5 million.

Outstanding Total
capital capital Yield
expenditure  expenditure on cost
Significant projects Description Completion £m £m %
Albion Street, Derby TK Maxx development February 2018 — 1.4 9.8
City Arcaden, Ingolstadt Primark development March 2018 1.9 22.6 4.6
UK Retail Park expansions Drive through pods December 2018 1.4 1.9 13.7

Albion Street, Derby and City Arcaden, Ingolstadt yields reflect overall scheme yields.

Albion Street, Derby

TK Maxx took occupation of the new 2,005
sqm (21,581 sqft) store in February 2018.
The redevelopment and introduction of

TK Maxx is expected to significantly improve
the retail pitch. The location links Derby's Intu
Shopping Centre to Primark and the historic
old town.

City Arcaden, Ingolstadt

The completion of the 7,000 sgm (75,000 sqft)
Primark uni