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PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING (UK) Listed Real
Estate Issuer Plc)

DIRECTORS' REPORT

FOR THE YEAR ENDED 31 DECEMBER 2011

The directors present their report and the audited financial statements of the company for the year ended 31
December 2011 The comparative figures are for the year ended 31 December 2010 The company changed 1ts’
name duning the year to Picion UK Listed Real Estate Issuer Plc, 1t was previously ING (UK) Listed Real Estate
Issuer Plc

PRINCIPAL ACTIVITIES

The principal objects of the company are set out 1n its memorandum of association and permit the company,
among other things, to lend money and give credit, secured or unsecured, to borrow or raise money and to grant
security over its property for the performance of its obligations or the payment of money The company 1s a
limuted habihity company established specifically for its purpose as a special purpose company

BUSINESS REVIEW

On 20 December 2005 the company 1ssued a pnimary tranche of notes (the ‘ Pnmary Tranche™) amounting to
£200m and used the proceeds to make an advance (the “Initial Loan™) under an Issuer-Borrower Loan
Agreement (“IBLA’) to Northern Trust Fiduciary Services (Guernsey) Limuted as trustee of Picton UK Listed
Real Estate (previously ING (UK) Listed Real Estate), a property umt trust established in Guernsey (the
‘Borrower”) Picton UK Listed Real Estate 1s part of the Picton Property Income Ltd (previously ING UK Real
Estate income Trust Limited) Group

The company also 1ssued a reserve tranche (the *Reserve Tranche”) of notes amounting to £25m on 20
December 2005 which would allow the company to grant the Borrower a reserve loan (the (“Reserve Loan™)
should a request be made wathin certain tme lunits  On 1ssue the Reserve Tranche was immediately repurchased
by the company as no request for a Reserve Loan was received from the Borrower

In July 2006 the Borrower requested a Reserve Loan and the company re-issued the Reserve Tranche and
apphed the net proceeds from the sale 1n funding the Reserve Loan

Both the Pnimary Tranche of notes and Reserve Tranche of notes (together the “Notes™) are listed on the Insh
Stock Exchange

Pnincipal amounts payable on the Imtial Loan and Reserve Loan (together the “Term Loan™) are not scheduled to
amortise and consequently, subject to any prepayments, principal amounts payable will become due and payable
on the loan payment date falling in January 2015 However, the Borrower may prepay all or part of the Term
Loan on any loan payment date in accordance with the terms of the IBLA and on the giving of at least five days’
prior notice

The company’s key financial performance indicator during the year was as follows

2011 2010
Net loan interest margtn 102 bps 101bps
Net interest margin 2 bps 1 bps

The net loan interest margin 1s calculated based on the income received on the loan, together with the swap
come/expense, against the interest cost of the floating rate notes The net interest margin includes the tncome
and costs assaciated with 1ssue of the floating rate notes and interest received on bank deposits

The trading results for the year and the company's financial position at the end of the year are shown in the
attached financial statements The profit on ordinary activines before taxation for the year was £64,440
(2010 £20,536)

The directors expect that the present level of activity will be sustained 1n the near future



PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING (UK) Listed Real
Estate Issuer Plc)

DIRECTORS' REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2011
PRINCIPAL RISKS

Business risks — These are the nisks caused from the occurrence of external events The company 1s a special
purpose financing entity with no business operatrons other than the 1ssue of the Notes, the entering into of certain
agreements including the IBLA, the Swap Agreements and the Liquduy Facility Agreement, the making of the
loans and the transactions ancillary thereto

The principal business risks of the company are set out 1in a number of asset and non asset trigger events in the
documentation surrounding the 1ssue of the pnmary and reserve tranches of notes The occurrence of tngger
events would lead to the early redemption of the notes 1n accordance with the established priorities

There have been no such tngger events since the 1ssue of the Notes

Interest rate risk — This 1s the nisk of the rate of interest payable becoming more than the interest recervable

The company has entered mnto an interest rate swap transaction 1n order (0 protect the company against mterest
rate risk on the notes The nisk arises as a result of the Borrower paying a fixed rate of interest to the company
under the IBLA, while the company 1s requured to pay floating rates of interest on the Notes

Liquidity risk — This 1s the nsk that insufficient funds are available to meet the ongoing obligations of the
company The company has entered inte a 364-day commutted facility (the “Ligqudity Faciliy™) which will
allow the company, subject to certain conditions, to make drawings under the Ligwdity Facility, to cover
shortfalls 1n the amount of funds available to cover certain expenses which are payable under the terms of the
issuance of the Notes  The Liquidity Facility will be renewable with the consent of the Liquidity Facility
provider

Credit risk — The principal credit nsk to the company 1s that the borrower will not be able to meet their
obligations as they fall due The ability of the company to meet its obligations under the notes will be dependent
on the receipt by 1t of principal and mnterest from the Borrower under the IBLA and the receipt of funds (if due)
from the Swap Counterparty under the Swap Agreements The ability of the Borrower to meet its ocbligations
under the IBLA will depend on the receipt by 1t of (1) rental income (11) income generated by mdirect property
mvestments and (111) disposal proceeds following the sale of a property Other than the foregoing, prior to the
enforcement of the Borrower security, the Borrower is not expected to have any other funds available to 1t to
meet 1ts obligations under the IBLA

Enforcement under the Borrower secunity may not result in immediate realisation of the properties or indirect
property nvestments which are the subject of the Borrower security There can be no assurance that the
Borrower secunity trustee would recover all amounts secured upon enforcement of the Borrower secunity and,
accordingly, sufficient funds may not be realised or available to make all required payments to the company and,
accordingly, the company (or the Issuer Secunty Trustee 1f 1t has taken enforcement action against the company
or the Issuer Securnity) may not have sufficient funds available to make all required payments to the noteholders

FINANCIAL INSTRUMENTS

The company’s financial instruments, other than denvatives, compnse of a loan to the Borrower, cash and liquid
resources, interest-beanng borrowangs 1 e the loan notes and vanous receivables and payables that anse directly
from 1ts operations The mawn purpose of these financial nstruments 1s to raise finance for the Borrower

The company also enters into dertvative transactions (interest rate swaps) The purpose of such transactions 1s to
manage the interest rate nisks ansing from the company’s operations and 1ts sources of finance It 1s, and has
been throughout the period under review, the company’s policy that no trading 1in financial instruments 1s
undertaken



PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING (UK) Listed Real
Estate Issuer Pic)

DIRECTORS' REPORT (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011

RESULTS
The results for the year are set out on page 7

THE DIRECTORS OF THE COMPANY
The directors who served the company duning the year are set cut on page 1

The directors do not have any service contracts nor matenal contracts with the company

CREDITOR PAYMENT POLICY

The company’s policy concerning the payment of 1ts creditors 1s to pay mn accordance with 1ts contractual and
other legal obliganons Payments are made quarierly on the interest payment dates falling due 1n January, Aprl,
July and October The company does not follow any other code or standard on payment practice

DIVIDENDS
The directors do not recommend the payment of a dividend for the year ended 31 December 2011 (2010 £rl)

GOING CONCERN

The financial statements have been prepared on a gomg concern basis as, in the opimion of the directors, the
loans provided to the company will remain available for the foreseeable future and interest received from the
Term Loan and interest rate swaps will be sufficient to meet future operating expenses

The company’s principle activities, together with the factors hkely to affect its future development, performance
and position and 1ts principal nsks and uncertainues are set out above The directors have undertaken a review
and concluded that the company has adequate resources and suitable arrangements 1n place for 1t to be able 10
contmnue in operational existence for the foreseeable future Therefore the directors consider 1t appropnate for
the financial statements to be prepared on a going concern basis The Directors continue to monitor the balance
of the overall capital structure

DISCLOSURE OF INFORMATION TO THE AUDITOR

Each of the person who 1s a director at the date of approval of this report confirm that there 1s no relevant audit
information, being mformation needed by the auditor ;n connection with prepanng its report, of which the
auditor 1s unaware Having made enquines of fellow directors and the company’s auditor, each director has
taken all the steps that he 1s oblhiged to take as a director in order to make himself aware of any relevant audit
mformation and to establish that the auditor 1s aware of that information

This confirmation 15 given and should be interpreted i accordance with the provisions of the Compamies Act
2006

AUDITOR
The Board appointed KPMG Channel Islands Limited (“the Auditor’ ) as Auditor of the company for the year

A resolution to re-appount KPMG Channel Islands Limited as auditor for the ensuing year will be proposed at the
annual general meenng 1n accordance with section s418 of the Compames Act 2006

By order of the Board

Y=t

Ms. Mignon Clarke

On behalf of Wilmington Trust SP Services (London) Limited
Director

Date 19 Aprl 2012



PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING (UK) Listed Real
Estate Issuer Plc)

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The directors are responsible for preparing the Directors’ Report and the financial statements 1n accordance with
applicable law and regulations

Company law requires the directors to prepare such financial statements for each financial year Under that law
they have elected to prepare the financial statements in accordance with IFRSs as adopted by the EU 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 of the profit or loss of the company for that
period In prepanng these financial statements, the directors are required to

* select surtable accounting policies and apply them consistently,
+ make judgements and estimates that are reasonable and prudent,
s state whether they have been prepared in accordance wath IFRSs as adopted by the EU, and

+ prepare the financial statements on the going concern basis unless it 15 mappropriate to presume that the
company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensure that the financial statements comply with the Compames Act 2006 They have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the company and to
prevent and detect fraud and other wrregulanties



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF PICTON UK
LISTED REAL ESTATE ISSUER PLC (Previously ING (UK) Listed Real Estate Issuer
Plc)

We have audited the financial siatements of Picton UK Listed Real Estate Issuer Ple (previously ING (UK)
Listed Real Estate Issuer Pic), for the year ended 31 December 2011 set out on pages 7 to 24 The financial
reporting framework that has been applied 1n their preparation 1s applhicable law and International Financial
Reporting Standards (IFRSs) as adopted by the EU

This report 1s made solely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of the
Compames Act 2006 Our audit work has been undertaken so that we mught state 10 the company’s members
those matters we are required to state to them in an auditors’ report and for no other purpose To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and
company’s members, as a body, for our audit work, for this report, or for the opimions we have formed

Respective responsibilities of directors and auditors

As explamed more fully in the Directors’ Responsibilities Statement set out on page 5, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and farr
view Our responsibility 1s to audit, and express an opwnon on, the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to comply
with the Auditing Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements
A description of the scope of an audrt of financial statements 1s provided on the APB's web-site at
www fre org uk/apb/scope/private/cfm.

Opinion on financial statements

In our opimon the financial statements

* give a true and fair view of the state of the company’s affairs as at 31 December 2011 and of 1ts profit for the
year then ended,

* have been properly prepared 1n accordance with IFRSs as adopted by the EU, and

« have been prepared 1n accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opmnton the information given 1n the Dhrectors' Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Compames Act 2006 requires us to
report to you if, 1n our opinion

* adequate accouniing records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us, or

» the financial statements are not i agreement with the accounting records and returns, or

» certain disclosures of directors' remuneration specified by law are not made, or

» we have not received all the information and explanations we require for our audat

Ko 1784

Ewan McGill (Senior Statutory Auditor)

for and on behalf of KPMG Channel Islands Limited, Statutory Auditor
Chartered Accountanis

20 New Street

St Peter Port

Guernsey

GY1 4AN

2 Ap~1 2012



PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING (UK) Listed Real

Estate Issuer Plc)

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2011

Continuing activities

Interest receivable and similar income
Interest payable and similar charges

Net interest income

Realised gain on cancellation of loan notes
Loan receivable write off

Other income

COperating expenses

Profit before tax for the year

Income tax charge

Total comprehensive income for the year

Attributable to:
Equity holders

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED

31 DECEMBER 2011

Balance at 31 December 2009

Fair value adjustment
Comprehensive income for the year
Balance at 31 December 2010

Balance at 31 December 2010

Fair value adjustment
Comprehensive income for the year
Balance at 31 December 2011

31 Dec 2011 31 Dec 2010

Note £ £

3 8,836,844 8,843,784

4 {8.659,264) (8.747.040)

177,580 96,744

12 - 974,000

8 - (974,000)

217,637 268,368

5 330.777 344 576

6 64,440 20,536

7 (12.888) (4,107)

51,552 16,429

—— 51,552 = 16,429
Share Hedge Retained Total

Capital Reserve Earnings

£ £ £ £
12,501 (11,576,612) 160,610 (11,403,501)
- 239,434 - 239,434
- - 16,429 16,429
12,501  _(11,337,178) 177,039 11,147,638)
12,501 (11,337,178) 177,039 (11,147,638)
- 4,961,161 - 4,961,161
- - 51,552 51,552
—12.501 _(6,376.017) ___228.591 _(6,134.925)

The notes on pages 10 to 24 form part of these financial statements



PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING (UK) Listed Real

Estate Issuer Plc)

STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2011

Non-current assets
Loan recervable
Total non-current assets

Current assels

Other receivables
Cash and cash equivalents
Tatal current assets

Total assets

Equity

Issued capital
Hedge reserve
Retained eamings
Total equity

Non-current liabilities
Interest bearing loans and borrowings
Total non-current liabilities

Current liabilities
Other payables
Denvative hability
[nterest payable
Liquidity drawdown
Total current liabilities

Total habilities

Total equity and liabilities

Note

11
11
11
11

13
14
12
12

2011 2010

£ £
171,600,000 171,600,000
1,677,758 1,626,809
10,816,330 10,776,701
12,494,088 12.403.510
184,094,088 184,003,510
12,501 12,501
(6,376,017) (11,337,178)
228.591 177.039
(6,134.925) (11,147.638)
171,334,776 171,090,315
171,334,776 171.090.315
1,478,887 1,752,820
6,376,017 11,337,178
362,000 293,502
10,677,333 10.677.333
18,894,237 24,060,833
190,229.013 195.151,148
184,094,088 184,003,510

These financial statements of Picton UK Listed Real Estate Issuer Plc, company registration number 05616128,
were approved by the board of directors on 19 April 2012 and are signed on ther behalf by

MQ&_

Ms. Mignon Clarke

On behalf of Wilmington Trust SP Services (London) Limited

Director

The notes on pages 10 to 24 form part of these financial statements



PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING (UK) Listed Real
Estate Issuer Plc)

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2011

2011 2010

Note £ £
Cash flows used 1n operating activities
Profit before tax for the year 64,440 20,536
Adjustments for
Amortisation of 1ssue costs 4 244,461 244,461
Amortisation of facility fees 3 (204,235) (204,235)
Amortisation of premium 3 41,317) (41,317)
Interest income 3 (8,591,292) (8,598,232)
Interest expense 4 1,868,548 1,631,894
Increase 1n other receivables 9 7,277 (3.147)
Decrease 1n other payables 13 (41,269) (188.598)
Net cash used in operating activities (6,707,941) (7,138,638)
Cash flows from investing activities
Interest recerved 8,547,620 8,757,642
Loan repayments durning the year 8 - 18.,450.000
Net cash from investing activities 8,547,620 27,207,642
Cash flows used in financing activities
Liqurdity drawdown 12 - (3,322,667)
Loan note repayments 12 - (18,450,000)
Interest paid on loan notes (1.800.050) {1.606.996)
Net cash used in financing activities (1,800,050) (23,379,663)
Net increase/(decrease) in cash and cash 39,629 (3,310,659)
equivalents
Cash and cash equivalents at 1 January 10 10,776,701 14,087,360
Cash and cash equivalent at 31 December 10 10,816,330 __10.776,701

All withdrawals from the Company’s bank accounts are restnicted by the detailed prionty of payments set out in
the secuntisation agreements and as such the cash and cash equivalents are not freely available to be used for

other purposes

The notes on pages 10 to 24 form part of these financial statements



PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING (UK) Listed Real
Estate Issuer Plc)

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2011

1. COMPANY INFORMATION

ING (UK) Listed Real Estate Issuer Plc was incorporated under the Umted Kingdom laws with registered
number 5616128 on 8 November 2005 The Company name changed to Picton UK Listed Real Estate Issuer Plc
on 17 June 2011 The Company has 1ssued loan notes amounting to £225,000,000 (2010 £225,0600,000) which
are listed on the Insh Stock Exchange (the “ISE”)} At the year end the loan Notes remainming amounted to
£171,600,000 The proceeds were used to make an advance to Northern Trust Fiduciary Services (Guernsey)
Limited as trustee of Picton UK Listed Real Estate (previously ING (UK) Listed Real Estate), a Guernsey
property unit trust set up to hold properties, on behalf of Picton Property Income Limited (previously ING (UK)
Real Estate Income Trust Limited), a Guernsey investment company listed on the London Stock Exchange

2.  PRINCIPAL ACCOUNTING POLICIES
The principal accounting policies set out below have been applied for the year ended 31 December 2011

Statement of comphance

The financial statements for the year ended 31 December 2011 have been prepared in accordance with
International Financial Reporting Standards (“IFRS ) and its interpretations as endorsed by the European Unton
("EU”) and effective at 31 December 2011 and Standing Interpretattons Commuttee interpretations approved by
the International Accounting Standards Committee (“IASC™), that remain m effect, together with apphcable
legal and regulatory requirements

Standards issued but not adopted
The directors are considering the following standards which are currently 1n 1ssue but are not yet effective and
have not been adopted 1n the current financial penod

IFRS 9 — Financial Instruments, Classification and Measurement
IFRS 10 — Consohdated Financial Statements

IFRS 11 — Jont Arrangements

[FRS 12 — Disclosure of Interests 1n Other Entities

IFRS 13 — Fair Value Measurements

The directors anticipate that the adoptien of these Standards and Interpretations in future periods will have no
material impact on the financial statements of the Company

10



PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING (UK) Listed Real
Estate Issuer Pl¢)

NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011
2.  PRINCIPAL ACCOUNTING POLICIES (continued)

Basis of preparation

The Company has adopted all of the new and revised Standards and Interpretations 1ssued by the International
Accounting Standards Board (IASB} and the International Financial Reporting Interpretations Commuittee
(IFRIC) of the IASB that are relevant to its operations and effective for annual reporting penods beginmng on |
January 2011

The financial statements have been prepared on the historical cost basis except that denvative financial
nstruments and the nterest rate element of the fixed rate loan are stated at therr fair value, and on a going
concern basis The company’s functional and presentation currency 1s Pounds Sterling

The most sigmficanily affecied components of the financial statements and associated cntical judgements are as
follows

Crttical accounting judgements and key sources of estimation uncertainty

The preparation of financial statements 1in conforrmaty with IFRSs requires management to make judgements,
estmates and assumptions that affect the application of policies and reported amounts of assets and habilities,
income and expenses The estimates and associated assumpttons are based on hustorical experience and varnious
other factors that are belteved to be reasonable under the circumstances, the result of which form the basis of
making the judgements about carrying values of assets and habuilities that are not readily apparent from other
sources Actual resulis may differ from these estimates used m the financial statements

The estimates and underlying assumpttons are reviewed on an ongomng basis Rewvisions to accounting estimates
are recogmsed 1n the period in which the estimate 1s revised 1f the revision affects only that period, or 1n the
period of the reviston and future periods 1if the revision affects both current and future penods

For the purpose of the effective yield calculation, 1t has been assumed that the average expected hife of the notes
in 1ssue will end at the date of the first step-up 1n interest rates, based on the payment expenience to date  This
may not be the case in practice

Going concern

The financial statements have been prepared on a going concern basis as, 1n the opimon of the directors, the
loans provided to the Picton Property [ncome Limited (the " Group™) will remamn available for the foreseeable
future and interest recerved from the Term Loan and mterest rate swaps will be sufficient to meet future
operating expenses The Company’s principle activities, together with the factors hkely to affect its future
development, performance and position and 1ts principal risks and uncertainties are set out above The directors
have undertaken a review and concluded that the Company has adequate resources and suitable arrangements 1n
place for 1t to be able to continue in operational existence for the foreseeable future Therefore the directors
consider 1t appropniate for the financial statements to be prepared on a going concern basis The Directors
continue to monitor the balance of the overall capital structure The negative position of the hedge reserve in the
staternent of financial positron 1s due to the fair valuation of the hedge which can increase or decrease over ume,
and 1s not expected to crystalise to the detriment of the company

Valuation of denivatives

The swap which has been purchased to hedge interest rate risks anising on the Notes has been valued by
discounting future cash flows The valuation method 1s consistent with commonly used market techmques All
inputs into valuation models adopted by the entity are obtained from observable market data

The Directors use their judgement in selecting an appropriate valuation technique for financral instruments
Valuanon techmques commonly used by market practitioners are applied For denvative nstruments,
assumptions are made based on quoted market rates adjusted for specific features of the mstrument Derivatives
are valued 1n these financial statements based on the valuation received from the issuer of the swap

11



PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING (UK) Listed Real
Estate Issuer Plc)

NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011
2.  PRINCIPAL ACCOUNTING POLICIES (continued)

Loan receivable and Impairment

Loans recervable are imtially measured at fair value with subsequent measurement bemng at amortised cost using
the effective interest method The effecuve mierest on the loan to the borrower 15 calculated wath reference to
the interest eammed on the loans

The loans are subject to impairment reviews in accordance with International Accounting Standard 36
Impairment of Assets” A charge for impairment would be recogmised where there 1s a nisk that the income on
the loan will be significantly reduced

Cash and cash equivalents

The bank accounts are held 1n the company’s name and meet the definition of cash and cash equivalents but their
use 1s restricted by a detailed prionity of payments set out 1n the secuntisat:on transaction agreements As the
cash can only be used to meet certamn specific habilities and 1s not available to be used with discretion, 1t 18
viewed as restricted cash

Interest bearing borrowings

Interest beanng borrowings are recogmsed mtially at fasr value less atinbutable transaction costs  Subsequent to
imtial recogrtion, interest beanng borrowings are stated at amortised cost with any difference between cost and
redemption value being recogmsed in the statement of comprehensive income over the period of the borrowings
on an effective interest basis

Interest receivable and interest payable

Interest income and expense for all interest-bearing financial mstruments are recogmsed within “interest mcome’
and ‘uterest expense’ wn the statement of comprehensive income using the effective mterest method The
effective tnterest method 1s a method of calculating the amortised cost of a financial asset or a financial hability
using the effective interest rate, and allocating the resulting mterest income or interest expense over the relevant
duratton of the financial instrument

The effecuive mterest rate 1s the rate that exactly discounts estimated future cash payments or receipts through
the expected life of the financial strument or, when appropnate, a shorter period to the net carrying amount of
the financial asset or financial liabihity When calculating the effective interest rate, the Company esttmates cash
flows considening all contractual terms of the financial instrument (for example, prepayment options) but does
not consider future credit losses

The calculation includes all fees and commissions paid or received between parties to the contract that are an
mtegral part of the effective interest rate, transaction cosis and all other premiums or discounts

Income tax

Income tax on the profit or loss for the year comprises current and deferred tax Income tax 1s recogmised in the
statement of comprehensive income except to the extent that 1t relates to items recogmsed directly m equity, in
which case 1t 1s recognised n equity

Under special rules i1ssued by the HM Revenue & Customs for secuntisation compames, the company’s charge
for taxation for 2011 1s based on the taxable profits calculated on an un-modified United Kingdom Generally
Accepted Accounting Practice ("UK GAAP”) basis but disclosed 1n accordance with International Accounting
Standard 12 Income Taxes’

12



PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING (UK) Listed Real
Estate Issuer Plc)

NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011
2.  PRINCIPAL ACCOUNTING POLICIES (continued)

Statement of cash flows

The Statement of Cash Flows has been drawn up according to the indirect method, separating the cash flows
from operating activities, investing activittes and financing activines The net result has been adjusted for
amounts 1n the Statement of Comprehensive Income and movements in the Statement of Fiancial Position
which have not resulted in cash income or expenditure in the year

The cash amounts 1n the Statement of Cash Flows include those assets that can be converted mto cash without
any restrictions and without any matenal nsk of decreases 1n value as a result of the transactron Dividends that
have been proposed and declared are included n the cash flow from financing activitres

Derivative financial instroments

The company uses denivative financial instruments to hedge its exposure to interest rate risk arising from
operational, financing and investment activities In accordance with its policy, the company does not hold or
1ssue denvauve financial mstruments for trading purposes However, denvatives that do not qualify for hedge
accounting are accounted for as trading instruments

International Accounting Standard 39- Financial Instruments Recognitton and Measurements’ requires all
denvative financial instruments to be recogmsed mtially at cost on the statement of financial position
Subsequent to imitial recognition, derivatives are remeasured to fair value The gain or loss on remeasurement to
fair value 1s recognised immediately 1n the statement of comprehensive income However, where denvatives
quahfy for hedge accounting, recogmtion of any resultant gamn or loss depends on the nature of the 1tem being
hedged Where a fair value hedge 1s documented, the fair value movements of the swap may be offset 1n the
statemnent of comprehensive income against the fairr value movements for the nsk being hedged on the hedged
item

Gains or losses on cash flow hedges that are regarded as highly effective are recogmsed in equity Where the
forecast transaction results in a financial asset or hability, gans or losses previously recognised in equity are
reclassified to statement of changes in equity in the same period as the asset or liability affects the statement of
changes 1n equity Where the forecasted transaction or commiiment results 1n a non-financial asset or Liability,
gains or losses previously deferred 1n equity are included in the carrying amount of the related asset or hability
If the forecasted transaction or commutment results in a future mcome or expenditure, gains or losses deferred 1n
equity are transferred to the income statement 1n the same period as the underlying income or expenditure The
meffective portions of the gain or loss on the hedging instrument are not recogmsed 1 equity, rather they are
recogmsed immediately 1n the statement of comprehensive income

In crder to qualify for hedge accounting, the company 15 required to document in advance the relationship
between the 1tem being hedged and the hedging instrument The company 1s also required to demonstrate that the
hedge will be highly effective on an ongoing basis

The fair value of interest rate swaps 15 the esttmated amount that the company would receive or pay to terminate

the swap at the statement of financial position date, taking 1nto account current interest rates and the current
creditworthiness of the swap counterparties
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PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING (UK) Listed Real

Estate Issuer Plc)

NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011

3. INTEREST RECEIVABLE AND SIMILAR INCOME

Interest recervable and similar income represents the mterest receivable on the loans receivable, other associated

income and interest on bank deposits

31 Dec 2011 31 Dec 2010
£ £
Interest receivable on loans recervable 8,503,209 8,501,562
Bank 1nterest receivable 88,083 96,670
Amortisation of facility fees 204,235 204,235
Amortisation of premum 41,317 41,317
—8.836,844 8,843,784
Geographic
Unuted Kingdom 8,836,844 8,843,784
4 INTEREST PAYABLE AND SIMILAR CHARGES
31 Dec 2011 31 Dec 2010
£ 3 £
Interest payable on floating rate notes 1,868,548 1,631,894
Amortisation of 1ssue costs 244,461 244 461
Swap payable 6,546,255 _6.870.685
—8,659,264 _8,747,040
5. OPERATING EXPENSES
The profit on ordinary activities before taxation 1s stated after charging
31 Dec 2011 31 Dec 2010
E 3 £
Fees payable to the company’s auditors for the audit of the
company’s annual accounts 16,560 16,060
Fees payable to the company’s tax agent
- tax services 25,953 26,834
ISE fees FX differences 1,666 (60)
Rating agency fees 62,327 82,915
Liquidity fees 132,249 119,252
Management admimistration fees 15,256 14,285
Management accounting fees (Note 13) 6,437 7,014
Servicing fees 42,900 43,711
Cash manager fees 8,000 8,000
Trustee fees 8,429 8,225
Other professional fees 11,000 18.340
—330,777 344,576

Under the terms of the Corporate Services Agreement, Wilmington Trust SP Services (London) Limited receives
remuneration for adminstration and accounting services The fees are payable quarterly in arrears n accordance
with the priority of payments set out 1n the securitisation documents
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PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING (UK) Listed Real
Estate Issuer Plc)

NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011

6. PROFIT BEFORE TAX FOR THE YEAR

The profit before tax for the year 1s stated after charging

31 Dec 2011 31 Dec 2010
£ £

Auditors' remuneration for audit work
paid to curreat auditor 16,560 16,060
Taxation services 25,953 26,834

The company has no employees Other than the fees paid to Wilmington Trust SP Services (London) Limted
for Corporate admumstration and accountancy fees of £21,693 (2010 £21,299), the directors received no
remuneration during the year (2010 Nil)

7. INCOME TAX EXPENSE

(a) Analysis of charge in the year

31 Dec 2011 31 Dec 2010
£ £

Current tax:
Corporation tax charge for the year (12.888) (4.107)
Total current tax (12.888) (4,107

{b) Reconciliation of effective tax rate

The tax assessed on the profit on ordinary activities for the year 1s the same as the standard rate of corporation
tax 1n the UK for small companies of 20%

31 Dec 2011 31 Dec 2010

£ £

Profit before tax — 64,440 20,536
Profit before tax muluplied by the standard rate of corporation tax 1n

the UK for small companies of 20% (2010 20%) (12.888) (4,107)

Total tax 1n mcome statement __ (12.888) ___(4,107)

{c) Current tax liability

2011 2010

£ £

Current tax Liability _ 13409 — 521
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PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING (UK) Listed Real
Estate Issuer Plc)

NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011

8. LOANRECEIVABLE

2011 2010

£ £

Loan balance as at 31 December 2010 171,600,000 190,050,000
Repayments during the year - (18.450,000)
At31 December 2011 171,600,000 171,600,000

Subject to any prepayments, principal amounts payable on the loan will become due and payable on the loan
payment date falling due 1n January 2015 The loan has a fixed nterest rate of 4 798% on the Imual Loan and
5390% on the Reserve Loan The loan has been made to Northern Trust Firduciary Services (Guernsey) Limited
as trustee of Picton UK Listed Real Estate {previously ING (UK) Listed Real Estate), a property unit trust
established in Guernsey The loan 1s secured aganst the assets of the unmit trust In 2010 as part of the loan notes
were redeemed at a discount, as detailed in note 12, the corresponding amount of the loan receivable was written
off to the statement of comprehensive income

9, OTHER RECEIVABLES 2011 2010
£ £

Interest recervable on the loans 1,559,728 1,516,056
Accrued fees receivable 100,186 95,938
Prepayments and accrued income 17,844 14,815
_L677.758 1,626,809

The Drrectors consider that the carrying amount of accounts receivables approximates thewr fair value
10. CASH AND CASH EQUIVALENTS

All withdrawals from the Picton UK Listed Real Estate Issuer Plc bank accounts are restricted by the detailed
prionty of payments set out 1n the securitisation agreements

2011 2010

£ £

Cash and bank current accounts 4,587 4,587
Bank deposit accounts 134,410 94,781
Liquidity account 10,677,333 10,677,333
10,816,330 10,776,701

Bank deposit accounts earn interesi at floating raies based on daily bank deposit raies  Short-term deposits are
made for varying periods of between one day and one month depending on the immediate cash requirements of
the Company, and earn interest at the respective short-term deposit rates

The carrying amounts of these assets approximate their fair value

During the year no draw downs were made under the hquidity drawdown facihty (2010 ml) and no repayments
were made (2010 £3,312,179) £10,677,333 (2010 £10,677,333) was outstanding at the year end (note 12)
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PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING (UK) Listed Real
Estate Issuer Plc)

NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011
11. TOTAL EQUITY

Reconcihaton of movement 1n capital and reserves

Share Hedge Retained Total
Capital Reserve Earnings

£ £ £ £

Balance at 31 December 2009 12,501 (11,576,612) 160,610 (11,403,501)
Fair value adjustment - 239,434 - 239434
Comprehensive income for the year - - 16,429 16.429
Balance at 31 December 2010 12,501 (11,337,178} 177,039 (11,147,638)
Fair value adjustment - 4,961,161 - 4,961,161
Comprehensive income for the year - - 51,552 51,552
Balance at 31 December 2011 12,501 (6376,017) 228,591 (6,134,925)

The company only has one class of share The shares have no nghts to any fixed dividend and enutle the holder
to one vote per share at meetings of the company

There are 50,000 authonised ordinary shares of £1 each Two shares of £1 each have been 1ssued and fully paid
and a further 49,998 £1 shares have been 25p called up and paid

The hedge reserve 18 the fair value of the interest rate swap Interest payable on the loan notes has been fixed
using interest rate swaps, as described 1in note 14 The interest rate swaps mature on the same dates as the
associated borrowings

12. INTEREST BEARING LOANS AND BORROWINGS

The floating rate notes fall due for repayment 1n full on 30 January 2015 and comprsed, at 1ssue, £200m AAA
rated seven year loan notes 1ssued on 20 December 2005 The interest payable on these notes 1s fixed at 4 795%
by means of an interest rate swap On 6 July 2006 a further £25m of loan notes were 1ssued on the same terms,
with the nterest payable fixed at 5 3804% by means of a further swap In July 2009 a partal loan note
repayment was made for £34,950,000 In 2010 two further redemptions were made totalling £18,450,000 at a
discount of £974,000 It 15 anticipated that, based on certain assumptions, the Notes will be fully redeemed onor
before the note payment date falling due on 30 January 2015 The Notes bear interest at a rate equal to LIBOR
for three month sterling deposits plus 25 basis points  Interest on the Notes 1s pard quarterly 1n arrears on 30
January, 30 Apnl, 30 July and 30 October The Notes are secured by means of a fixed and floating charge over
the group’s assets

2011 2010
Non-current habilities £ £
Floating rate notes 171,600,000 171,600,000
Unamortised 1ssue costs (265,224) {509.685)
171,334,776 171090315

Current liabilities
Interest payable 362,000 293,502
Liquidity facihity 10,677.333 10,677,333
Total 182,374,109 182,061,150

The loan agreement for the floating rate notes states that for the securitised pool of assets owned by Picton
Property income Limtted {previously ING Real Estate Income Trust) the Loan to Value ratio should not exceed
60% and the Interest Cover Ratio should be a munimum of 1 75

Picton Property Income Limited (previously ING UK Real Estate Income Trust Limited) s currently in
comphance with all loan covenants at the date of these financial statements
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PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING (UK} Listed Real
Estate Issuer Plc)

NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011

12. INTEREST BEARING LOANS AND BORROWINGS (continued)

Liquidity facility

On 27 February 2009 the Company drew down the full amount on the hqudity facility agreement as the

hquidity facihity provider had breached the required rating requirement This 1s further explained under hquidity
nisk in note 14

13 OTHER PAYABLES

2011 2010

Current liabilities £ £
Accruals 1,160,490 1,201,759
Other creditors 38,581 38,581
Tax habihity 13,409 521
Deferred income 266,407 511,959
1.478,887 1,752,820

The Directors constder that the carrying amount of accounts payable and accruals approximates their fair value

14. FINANCIAL RISK MANAGEMENT

The principal risks and uncertainties are set out in the Directors’ Report on page 3 The Board reviews and
agrees policies for managing each of these risks

The loans and financial instruments compzise a loan recervable, cash and hiquid resources, derivatives, interest-
beanng loans and borrowings and vanous receivables and payables that arise directly from uts operations The
man risk ansing from the company’s financial instruments are interest rate nsk, liquidity nisk and credit nsk

Credit risk

Credit risk 1s the nisk that a counterparty will be unable or unwilling to meet a commitment that 1t has entered
wnto with the company The company has adopted a policy of only dealing with creditworthy counterparties and
obtaining sufficient collateral where appropriate, as a means of mitigating the risk of financial loss from defaults
The company’s exposure and credit raungs of 1ts counterparties are continuously momtored and the aggregate
value of transactions concluded 15 spread amongst approved counterparties Credit exposure 1s controlled by
counterparty limits that are reviewed regularly

The carrying amount of the financial assets, best represent the maximum credit nsk exposure at the statement of
financial position date As at 31 December 2011, the Company’s financial assets and liabilities exposed to credit
nisk amounted to the following

Derivative investments in Financial assets and

designated hedge accounting liabilities at amortised
31 December 2011 Note relationships cost Total
£ £ £

Fmancial assets

Loan receivables 8 - 171,600,000 171,600,000
Other recervables 9 - 1,677,758 1,677,758
Ligmidity account - 10,677,333 10,677,333
Cash at bank 10 - 138.997 138.997
Total - 184,094,088 184,094,088
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PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING (UK) Listed Real
Estate Issuer Plc)

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2011

14  FINANCIAL RISK MANAGEMENT (continued)

Credtt risk (continued)

Derivative investments in Financial assets and

designated hedge accounting habihties at amortised
31 December 2011 Note relationships cost Total
£ £ £

Fmancial habilities

Loans and borrowings 12 - 182,374,109 182,374,109
Other payables and taxation  7(c), 13 - 1,478,887 1,478,887
Derivative habilities 11 6,376,017 - 6,376,017
Total —6.376,017 183,852,996 190,229,013

Derivative invesiments in Financial assets and

designated hedge accounting  habilities at amortised
31 December 2010 Note relationships cost Total
£ £ £

Financial assets

Loan receivables 8 - 171,600,000 171,600,000
Other recervables 9 - 1,626,809 1,626,809
Liquidity account . 10,677,333 10,677,333
Cash at bank 10 - 99,368 99.368
Total - 184,003,510 184,003,510
Financial liabilities

Loans and borrowings 12 - 182,061,150 182,061,150
Other payables and taxation  7(c), 13 - 1,752,820 1,752,820
Derivative habilities 11 11,337,178 - 11,337,178
Total 11337178 183813970 195,151,148

Loan receivables comprise amounts due from Picton UK Listed Real Estate {previously ING (UK) Listed Real
Estate) (the “GPUT™), a Guernsey property unit trust which 1s part of the Picton Property Income Limited
(previousty ING UK Real Estate Income Trust Ltd) Group Bankruptcy or insolvency of the GPUT and / or
Picton Property Income Limited, on whose behalf the properties are held, may result in non-recovery of the loan
Picton Property Income Limited has entered into a securttisation agreement with JP Morgan Chase Bank

There have been no loan defaults or breaches during the current or prior year

The carrying amount of financial assets recorded in the Financial Statements, net of any allowances for losses,
represents the Company’s maximum exposure to credit risk  The Directors continue to monttor the Company’s
exposure to credit sk

The Company’s main cash balances are held with the Bank of New York Bankruptcy or insolvency of the bank
holding cash balances may cause the Company’s nghts with respect to the cash held by them to be delayed or
himited The Company manages its risk by momitoring the credit quality of 1ts bankers on an ongoing basis The
Bank of New York 1s also rated by all major rating agencies If the credit quality of the bank deteriorates, the
Company would look to move the short term deposits or cash to another bank

The Company 1s exposed to credit nsk from counterparties of the interest rate swaps which are financial assets as
at 31 December 2011 The nsk 1s mitigated by the Company only engaging with creditworthy counterparties
The counterparty for the interest rate swap i1s JP Morgan Chase Bank, who have a credit rating of AA- as noted
above
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PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING (UK) Listed Real
Estate Issuer Plc)

NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011
14. FINANCIAL RISK MANAGEMENT (continued)

Capital risk management
The Company’s overall strategy remains unchanged since the prior year

The Company manages 1ts capital to ensure that 1t will be able to continue as a gotng concemn while maximising
the return to stakeholders through the optimisation of the debt and equuty balance

The caputal structure of the Company consists of debt, wiich includes the borrowings disclosed 1n note 12, cash
and cash equivalents and equity attnbutable to equity holders of the Company, compnsing 1ssued capatal,
reserves and retained earmings The Directors continue to monitor the balance of the overall caputal structure by
ensuring that the borrowmng restrictrons are adhered to and that the debt 1s serviced promptly to ensure that 1t
continues to be available for the foreseeable future

The Company 18 not subject to any external capital requirements

Interest rate risk
All of the company’s financial hiabilises are floating rate and carry interest rates based on the relevant three-
month LIBOR rate At the year end, the three month LIBOR rate was 1 08% (2010 0 30%)

Interest rate risk management

Interest risk arises on 1nterest payable on the floating rate loans and borrowings The Directors manage this risk
by use of interest rate swaps The risk anses as a result of the GPUT paying a fixed rate of interest, while the
Company 1s required to pay floating rates of interest on the notes 1ssued The Company’s exposure to nterest
rate risk with respect to the interest rate swap 1s momtored and reviewed by the Directors on a regular basis

The following table details the Company’s remamung contractual maturity for i1ts non-denvauve financial assets
and liabilities The tables below have been drawn up based on the undiscounted contractual maturities of the
financial habihities, including interest that will accrue to those liabilines except where the Company 1s entitled
and intends to repay the hability before 1ts matunty

Weighted
average effective Less than 1 1 to S years More than § Total
31 December 2011 interest rate (%) year years
Loans receivable 4.798 - 171,600,000 - 171,600,000
Cash and cash equivalents 000 10,816,330 - - 10,816,330
Loans and borrowings 4.795 (362,000) (171,334,776) - (171,696,776)
Liquidity drawdown 1.0 {10,677.333) - - (10.677.333)
Total (223,003) 265,224 - 42221
Weighted
average effective Less than 1 1to 5 years More than S Total
31 December 2010 interest rate (%) year years
Loans receivable 4798 - 171,600,000 - 171,600,000
Cash and cash equivalents 000 10,776,701 - - 10,776,701
Loans and borrowings 4795 (293,502) (171,090,315) - (171,383,817}
Liquidity drawdown 08 (10,677.333) - - (10.677,333)
Total (194,134) 509,685 - 315,551

The above interest rates take tnto account the impact of the interest rate swaps
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PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING (UK) Listed Real

Estate Issuer Plc)

NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011

14. FINANCIAL RISK MANAGEMENT (continued)

Interest rate swap contracts

Interest rate swap contracts enable the Company to metigate the risk of changing interest rates and cashflow
exposures on the floating rate debt held The fair values of interest rate swaps at the year end are the marked to
market values supplied by the 1ssuer of the swap This value 1s based on the future cashflows relating to the
outstanding balances at the start of the financial year at the relevant interest rate

The following table details the notional principal amounts and remaining terms of nterest rate swap contracts

outstanding as at the reporting date

Average contracted

fixed interest rate

31 Dec
2011
%

Qutstanding
Less than 1 year -
1 to 2 years -
2 1o 5 years -
More than 4 years 4.798

Notional principal amount Fair value
31 Dec  31Dec 201t 31 Dec 2010 31 Dec 2011 31 Dec 2010
2010 £°000 £°000 £000 £°000
%
4798 171,600,000 171,600,000 (6.376.017) (11.337.178)
171,600,000 171,500,000 _(6,376,017) (11,337,178)

The actual movement in the valuation of the swaps and the actual impact on the hedge reserve 1s shown below,

£

Market value of swaps as at 31 December 2010
Movement 1n valuation through the hedge reserve to 31 December 2011
Market value of swaps as at 31 December 2011

(11,337,178)

4.961,161

— (6,376,0117)

Currency risk

The Company has no exposure to foreign currency risk

Concentration risk

The Company has provided financing to Picton Property Income Limtted (previously ING (UK) Real Estate
Income Trust Limited) whose property investments are 1n the UK and the Isle of Man Picton Property Income
Limited 1s exposed to macroeconomic changes 1n the UK and Isle of Man economies

Effective interest rates and re-pricing analysis
In respect of income-earming financial assets and interest-bearing financial lhabilities, the following table
indicates their effecuve interest rates at 31 December 2011 and the penods in which floating rate assets and

habilities re-price

Effective
2011 interest

rate (%)
Assets
Loans receivable 4.798
Other recervables -
Cash at bank 0.0
Liquidity account -

Total
£

171,600,000
1,677,758
138,997
10,677,333
184,094,088

Fixed rate
£

171,600,000

171,600,000
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PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING (UK) Listed Real

Estate Issuer Plc)

NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011

14. FINANCIAL RISK MANAGEMENT (continued)

Effective interest rates and re-pricing analysis (continued)

2011

Liabilities

Floating rate notes
Unamortised 1ssue costs
Interest payable
Denvative habilities
Other payables
Liqudity drawdown

2010

Assets

Loans receivable
Other receivables
Cash at bank
Liquidity account

Liabilities

Floating rate notes
Unamortised 1ssue costs
[nterest payable
Dernivative liabilities
Other payables
Liquidity drawdown

Fair values

Effective
mterest
rate (%)

4.795

1.0

Effective
imterest
rate (%)

4798

00

Floating Floating Non interest
rate rate bearing
Total Fixed rate <1 month 1-3 months £

£ £ £ £
171,600,000 - - 171,600,000 -
(265,224) - - - (265,224)
362,000 - - - 362,000
6,376,017 - - - 6,376,017
1,478,887 - - - 1,478,887
10,677,333 - 10,677,333 - -
190,229,013 - 10,677,333 171,600,000 __7,951,680

Floaung

rate  Floating rate ~ Non interest
Total Fixedrate <1 month 1-3 months bearing
£ £ £ £ £
171,600,000 171,600,000 - - -
1,626,809 - - - 1,626,809
99,368 - 99,368 - -
10,677,333 - 10.677.333 - -
184,003,510 171,600,000 10,776,701 - 1,626,809
171,600,000 - - 171,600,000 -
(509,685) - - - (509,685)
293,502 - - - 293,502
11,337,178 - - - 11,337,178
1,752,820 - - - 1,752,820
10,677,333 - 10.677,333 - -
195,151,148 - 10,677,333 171,600,000 _12,873,815

The fair values of assets and habilities are considered to equal their carrying amounts shown in the statement of

financral position
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PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING {UK) Listed Real
Estate Issuer Plc)

NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011
14. FINANCIAL RISK MANAGEMENT {continued)

Liquidity risk

The Company's policy 1s to manage liquidity risk through its use of 1its start-up loan and excess spread, a reserve
fund and an over-collateralisation of mortgage loans underlying the loan to Picton UK Listed Real Estate
(previously ING (UK) Listed Real Estate) As the length of the loan notes 1s designed to match the length of the
mortgage loans underlying the loan to Picton UK Listed Real Estate (previously ING (UK) Listed Real Estate),
there are deemed to be limited lrquudity risks facing the Company

A lhiquidsty faciluty provided by Barclays Bank, has been established which will be available, subject to certain
critena and circumstances, in the event of the Company being unable, on a temporary basis, to meet 1ts financial
commitments The purpose of the hiqudity facility 1s to provide hquidity, not credit support, and the hquidity
facility provider 1s entitled to receive interest on drawings made which may reduce the amount available for
distnbution 1o noteholders

On 20 December 2005 an agreement was entered into with Barclays Bank for the provision of an amortising
hquidity facihity of up to £14,000,000 for the Company The facility 18 in place to allow the Company to meet 1ts
obligations should there be a shernifall in the revenue or principal received from the commercial mortgage loans
A fee 15 charged on the undrawn balance, currently set out at 0 2% per annum This fee would increase on any
drawn balance The facility agreement was renewed with Barclays Bank on 08 December 2011 for up to
£10,677,333 Ths facility 1s renewed annually and 1s due to exptre on 08 December 2012

In 2009 the credit rating (shori term) of Barclays Bank has been downgraded by the Rating Agencies, and 1s no
longer equal to or better than the credit raungs specified in the Liquidity Facility Agreement As per the terms of
the Ligwidity Facility Agreement and as a result of tlus downgrade the company drew down this facility 1n full
on 27 February 2009 and deposited the funds 1in a separate bank account, the Liquidity Account These reserve
drawings will remain n this account until the Liquadity Facility Provider 1s ascnbed a better credit rating from
all of the relevant rating agencies

Dunng 2011 no repayments were made (2010 £3,322,667) The balance remamning unpaid as at 31 December
201115 £10,677,333 (2010 £10,677,333)

The table below shows the matunty of financial hiabilities

Liquidity risk Less than 1 year 1 - 5 years More than Total
2011 5 years

£ £ £ £ 2
Liabilines
Floating rate loan notes - 171,600,000 - 171,600,000
Unamortised 1ssue costs - (265,224) - (265,224)
Interest payable 362,000 - - 362,000
Accruals 1,160,490 - - 1,160,490
Derivative liabiliies 6,376,017 - - 6,376,017
Liquidity drawdown 10,677,333 - - 10,677,333
Other creditors 38,581 - - 38,581
Deferred income 266,407 - - 266,407
Tax hability 13,409 - - 13.409
Total liabilities 18,894,237 _171,334,776 190,229,013
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PICTON UK LISTED REAL ESTATE ISSUER PLC (Previously ING (UK) Listed Real
Estate Issuer Plc)

NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 DECEMBER 2011

14. FINANCIAL RISK MANAGEMENT (continued)

Less than 1 year 1 — 5 years More than Total
Ligquidity nsk 5 years
2010

£ £ £ £

Liabilities
Floating rate loan notes - 171,600,000 - 171,600,000
Unamortised 18sue costs - (509,685) - (509,685}
Interest payable 293,502 - - 293,502
Accruals 1,201,759 - - 1,201,759
Derivative liabilhities 11,337,178 - - 11,337,178
Liquidity drawdown 10,677,333 - - 10,677,333
Other creditors 38,581 38,581
Deferred income 511,959 - - 511,939
Tax hability 521 - - 521
Total labilities 24,060,833 171,090,315 - 195,151,148

Interest rate sensitivity
No sensitivity analysis was performed because 1t was considered immatenal

15. RELATED PARTY TRANSACTIONS

The company has 1dentified the following transactions which are required to be disclosed under the terms of IAS
24 Related Party Disclosures

Duning the year admimstration and accounting fees were provided by Wilmington Trust SP Services (London)
Limuted, as per the Corporate Services Agreement, for which they received fees of £21,693 (2010 £21,299) At
31 December 2011 £9,040 (2010 £8,834) of these fees were outstanding Wilmington Trust SP Services
(London) Limited are also a director of the company

Mr Mark Filer and Mr Jean-Christophe Schroeder who are directors of the company are also directors of
Wilmington Trust SP Services (London) Limited

16. ULTIMATE CONTROLLING PARTY

The directors constder Picton UK Real Estate Parent Limited (previously ING (UK) Real Estate Parent Limited),
to be the uitimate controlling party The shares of Picton UK Real Estate Parent Limited are held by Wilmington
Trust SP Services (London) Limited under a Declaration of Trust for chartable purposes Ulumate control of
the company rests with the directors and sharcholders

The results of the company have been consolidated into the Financial Statements of Picton Property Income
Lumited {previously ING UK Real Estate income Trust Limuted), in accordance with SIC 12

17. CONTINGENCIES AND CAPITAL COMMITMENTS

As at 31 December 2011 the Company had not entered into any capital commitments The Company did not
have any contingent habilities or legal claims outstanding or made agamst 1t (2010 ml)

24



