












































REO DIRECTORS

1 RAY HORNEY (AGE 74) CHAIRMAN *

Ray has been the Chairman of the Company
since its launch. He founded and was Chairman
and Managing Director of Rayford Supreme
Holdings plc, a UK retail group listed on the
London Stock Exchange, in 1983, which was
acquired by Harris Queensway plc in an agreed
takeover in 1985. He became Chairman of St.
James Beach Hotels, a group of three hotels

in Barbados, in 1989, which was listed on the
London and Barbados Stock Exchanges in

1994. He took on the added responsibility of
Managing Director in 1995 and the group was
then purchased by Elegant Hotels in an agreed
takeover in 1997. Mr. Horney is also Chairman

of China Real Estate Opportunities plc and
Nordic Land plc, both of which are listed on the
London Alternative Investment Market (AIM). He
is Vice Chairman of Sandyport Development
Co. Limited, a private property company in
Nassau, Bahamas also Chairman of Havenview
Investments Limited and Castle Market Holdings
Limited. He is Chairman of the Management
Engagement Committee.

2 RICHARD BARRETT (AGE 56)

Richard is a Barrister of the King’s Inn Dublin.

He is Managing Director of Treasury Holdings,
Investment Advisor for the Global Property
Portfolio and the Irish Property Portfolio. He is
also a non-executive Director of Havenview
Investments Limited, Castle Market Holdings
Limited and China Real Estate Opportunities plc.

3 KEITH JENKINS (AGE 67)*

Keith was Managing Partner of KPMG Jersey from
1975 to 1997, specialising in audit and advisory
services to the financial services sector. He was

a council member and treasurer of the Jersey
Chamber of Commerce and was a former
appointee of the States of Jersey Finance and
Economics Committee to the Jersey Child Care
Trust. He is also a Director of Nordic Land plc. He
is Chairman of the Audit Committee.

4 PHILIP JENKINSON (AGE 59)

Philip was called to the French Bar in 1985 and is
currently Managing Partner of Triplet & Associés,
a French Law practice specialising not only in
French Corporate and M & A matters but also
in Real Property in France. Prior to being called
to the French Bar, he spent six years as Vice
Consul (Commercial) at a British Consulate
General overseas and before that worked in
industry for seven years with Italian, Dutch and
UK corporations. He is also a Director of Nordic
Land plc.

5 GARTH MILNE (AGE 67)*

Garth was formerly the head of the investment
funds division at UBS Warburg having originally
set up the team at Laing and Cruickshank. He
has been involved in investment funds in the

City of London for over 30 years and is a Director
of several investment companies including,
Westhouse Holdings plc, Utiico Emerging Markets
Limited and Invesco Perpetual UK Smaller
Companies Trust plc.

6 MARTIN RICHARDSON (AGE 62)*

Martin was a Partner of the Jersey practice

of Rawlinson & Hunter from 1987 to 2009 and
continues as a consultant, specialising in trust
and mutual fund administration services to

the financial services sector. He is a Director

of Diversified Portfolios Fund Limited, Equity
Investment Partnership Investment Company plc
and a number of other companies.

7 ROBERT TINCKNELL (AGE 43)

Robert has worked extensively in the UK property
investment and development market, spanning
a period of 20 years. He worked previously as
Managing Director of the Commercial Division
at The Berkeley Group plc, and joined Treasury
Holdings in 2002 as Development Director where
he was responsible for the entire development
programme including Spencer Dock in Dublin.

In 2005 he was made Group Deputy Managing
Director and in 2006 Managing Director of the
company’s China activities based in Shanghai.
In early 2008 he returned to London to become
Managing Director of Treasury Holdings UK to
take responsibility for REO’s largest asset at
Battersea Power Station.

All of the above Directors are non-executive.




ALTERNATE DIRECTORS
Jane Pearce and Richard Thomas have been appointed as alternate directors to Martin
Richardson and Keith Jenkins.

Mrs Pearce is a Group Director of Ogier Fiduciary Services (Jersey) Limited and a Fellow of
the Association of Chartered Certified Accountants.

Mr Thomas is a partner of Ogier and a Jersey Advocate.

To date neither of the alternate directors has acted for either Mr Richardson or Mr Jenkins.

* Members of the Audit and Management Engagement Committees













Central Park
Dublin 18

The audit plan and timetable is drawn up
and agreed with the Company’s Auditor
in advance of the financial year-end.

At this stage, matters for audit focus are
discussed and agreed. These matters
are given particular attention during

the audit process and, among other
matters, are reported on by the Auditor
in their report to the Committee. This
report is considered by the Committee
and discussed with the Auditor and the
Investment Adviser prior to approving and
signing the Financial Statements.

The Committee has reviewed the
Financial Statements for the period ended
28 February 2010 with the Investment
Adviser and Auditor at the conclusion of
the audit process.

The Committee recommended approval
by the Board of a group audit fee of
£283,000. Non-audit work undertaken

on behalf of the Company by the
Auditor mainly comprised work on the
Company’s taxation affairs. Details of
these fees are shown in note 20 on page
60. The Committee has considered the
independence of the Auditor and are
satisfied with the confirmation provided
by the Auditor as to the adequacy of
safeguards in place to maintain their
independence.

TERMS OF APPOINTMENT

The Company’s investment management
and advisory agreements are considered
annually by the Management
Engagement Committee. The results

of this formal review are advised to the
Board. The Management Engagement
Committee carried out the most recent
review in late 2009 and, on the basis of
the Committee’s report, the Board is
pleased to confirm that it is satisfied with
the performance and current terms of
appointment of Treasury Holdings.

The board have the option to seek
independent advice on a case by case
basis where it is felt to be appropriate.
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DIRECTORS”’
CONTINUED

REPORT

GOING CONCERN

At 28 February 2010, the Group had

total borrowings of £1.721 billion. At that
date, the Group also had cash and cash
equivalents of £21.1 million, restricted
cash of £17.7 milion and an investment
in CREO of £27.7 million which was
realised in cash subsequent to the period
end. The Group has an investment and
development property portfolio valued
at £1.1 billion and had a deficit on its
shareholders’ funds of £722 million.

The Group’s future operating
performance will be affected by general
economic, financial and business
conditions, many of which are beyond
the Group’s control.

At 28 February 2010, the Group had
aggregate bank loans of £923 million
classified as current liabilities. In addition,
the Group had aggregate obligations

of £371 million due to the holders of its
Convertible Unsecured Loan Notes (CULS),
its Zero Dividend Preference shares (ZDPs)
and the 6.324% Series A and B unsecured
loan notes. All of these instruments mature
in May 2011 and based on the Group’s
current financial position, the Group

does not have the ability to repay those
instruments on their maturity in May 2011.

Each of the CULS and ZDPs mature in May
2011. The liability at 28 February 2010 in
respect of the CULS and the ZDPs is £101
and £122 million respectively. In the case of
the CULS, interest is paid every six months

in the amount of £3.8 milion and the next
interest payment is due in August 2010.

The Series A and Series B unsecured loan
notes in the aggregate amount of £147.8
million mature in May 2011. Interest at the
rate of 6.324% per annum is payable half
yearly and the next interest payment due
date is 31 August 2010 in the amount of
£5.0 million.

As required by NAMA, the Group has
submitted a detailed business plan which
is currently being evaluated by NAMA
with a view to seeking its approval of that
plan. This evaluation process is currently
underway and the Directors believe

that the plan will be approved following
which NAMA will monitor the Group’s
subsequent performance to ensure that
we adhere to the targets contained in the
business plan. Whilst initial communications
between NAMA and the Company
support the Directors’ belief that NAMA
will work alongside the Company’s other
banks to provide support to the operations
of the Group, no formal approval of the
Group’s business plan has been received
at this time.

The Battersea Power Station is a major
development project in central London.
The development costs are currently
funded 75% by a consortium of lenders,
with the balance financed by the Group.
The lenders are currently providing interest
roll up on the existing debt. The Battersea
facilities expire in March 2011 and in
preparing the Group’s business plan,

the Directors have assumed that these
facilities will be rolled over and renewed
on broadly similar terms or alternatively will
be re-financed on broadly similar terms.
This has been approved by the banks’
credit committees but is now subject to
the completion of legal documentation.

The key assumptions made in preparing

the business plan for the Group for the

period to 30 June 2011 include:

= The acceptance by NAMA of the
Group’s business plan.

= The renewal by NAMA of bank facilities
in the amount of £815 million on broadly
similar terms.

= The agreement of NAMA to defer
interest payments.

= The provision by NAMA of working
capital facilities.

= The agreement of the holders of the
CULS and Series A and Series B loan
notes to a standstill on the payment of
interest in the period to June 2011.

= Agreement with each of the holders of
the CULS, ZDPs and Series A and B notes
whereby the capital amounts due on
maturity in May 2011 will not represent a
cash outflow for REO.

= Certain of the Group’s fee arrangements
with Treasury will be restructured to cap
the fees paid in the period to June 2011.

= Planning permission for the proposed
development of Battersea Power
Station will be granted in 2010.

= [t is anticipated the Group’s interest in
Battersea will be restructured and that
an equity partner will be introduced on
the Battersea development providing all
project financing from January 2011.

Based on the Group’s business plan and
the key assumptions noted above, the
Directors believe that the Group will have
sufficient cash and cash equivalents to
meet its liquidity requirements for at least
twelve months from the date of approval
of the financial statements.

Following the anticipated Battersea
restructuring, the Group will continue to
have a deficit on its shareholders’ equity
and, as a consequence, it is anticipated
that the Group will require ongoing financial
support from NAMA and its non NAMA
lenders in the period beyond June 2011.

The Directors of the Company have
concluded that the above factors
represent material uncertainties. Were

the assumptions and objectives not to

be achieved, it could cast significant
doubt on the ability of the Group to
continue as a going concern and it may
therefore be unable to realise its assets
and discharge its liabilities in the normal
course of business. Nevertheless, having
discussed the basis of preparation and the
assumptions underlying the Group’s cash
flow projections, together with the current
status of negotiations with NAMA and the
Group’s other lenders, and assuming the
roll over and renewal of expiring facilities
and required further waivers are put in
place within the required time scales,

the Directors of the Company have a
reasonable expectation that the Group will
be able to meet its liabilities as they fall due
for the foreseeable future. It is on that basis
that the Directors consider it appropriate
to prepare the financial statements on

a going concern basis. These financial
statements do not include any adjustment
that would result from the going concern
basis of preparation being inappropriate.



DIRECTORS’ RESPONSIBILITY STATEMENT
We confirm that to the best of our
knowledge:

(a) the financial statements prepared
in accordance with International
Financial Reporting Standards as
adopted by the EU, give a true
and fair view of the assets, liabilities,
financial position and profit or loss of
the Company and the undertakings
included in the consolidation taken as
a whole; and

(b) the Chairman’s Statement and the
Investment Advisors Report, include
a fair review of the development
and performance of the business
and the position of the Company
and the undertaking included in
the consolidation taken as a whole,
together with a description of the
principal risks and uncertainties that
they face.

CREDITOR PAYMENT POLICY

The Company’s policy is to pay Stock
Exchange trade creditors on dates
of settlement and all other creditors
are normally paid within 30 days or in
accordance with contracted terms.

Martin Richardson
Director

Keith Jenkins
Director




REO ADVISERS

Ogier Fund Administration
(Jersey) Limited

Whiteley Chambers

Don Street

St Helier

Jersey JE4 9WG

Treasury Holdings
Connaught House
1 Burlington Road

Matrix Corporate Capital LLP

One Vine Street
London W1J OAH

Goodbody Stockbrokers
Ballsbridge Park
Ballsbridge

Dublin 4

Ireland

KPMG

Dublin 4 Chartered Accountants
Ireland 1 Stokes Place
St. Stephen’s Green
Dublin 2
Capita Registrars (Jersey) Limited Ireland
12 Castle Street
St. Helier

Jersey JE4 S5SUW

Treasury Holdings, part of the Treasury Holdings Group, acts as Investment Adviser to the
Global and the Irish Property Portfolio.

Treasury Holdings, an Irish property company is owned jointly by Richard Barrett and

John Ronan. Established in 1989 Treasury Holdings, has been a pioneer in the property
sector and operates globally, across two continents and in seven countries.

22 Real Estate Opportunities plc



SHAREHOLDER

INFORMATION

The shares of Real Estate Opportunities plc
are quoted on the London, Channel Island
and Irish Stock Exchanges.

TAXATION OF DIVIDENDS

There is a statutory requirement for the
Company to deduct income tax from
dividends paid to Jersey residents and to
account for such income tax deducted
to the Comptroller of Income Tax and on
request, to make a return of the names,
addresses and shareholdings of Jersey
resident shareholders. Non-Jersey resident
investors will be paid without deduction of
Jersey income tax. UK resident individual
shareholders will be liable to UK income
tax on the amount of the dividends
received. Unless exempted, an Irish
resident or ordinarily resident shareholder
will be liable to Irish tax on the amount of
any dividend received.

TAXATION OF INTEREST PAYMENTS

Jersey resident CULS holders will be liable
to Jersey income tax on the amount of any
interest received on their CULS. Individual
UK resident, or ordinarily resident, CULS
holders will be charged UK income tax

on any interest received on their CULS.
Unless exempted, Irish resident, or ordinarily
resident, CULS holders will be liable to Irish
tax on the amount of any interest received.

SHARE PRICE LISTINGS
The price of your shares can be found in
the following places:

Financial Times (daily) REEWEEE
Irish Times (daily) The Markets
Daily Mail (daily) Property
Bloomberg

Ordinary shares REO.LN
ZDPs REOZ.LN

INTERNET ADDRESSES
Company site
www.realestateopportunities.co.uk

Trust net
www.trustnet.ltd.uk

Interactive Investor
WWW.iil.co.uk

STOCK EXCHANGE CODES
Real Estate Opportunities plc

Sedol:

Ordinary shares 3036499
CULS 3036518
ISIN:

Ordinary shares GB0030364995
CULS GB0030365182
REO SECURITIES LIMITED

Sedol:

ZDPs B1WT2X8
ISIN:

ZDPs JEOOB1WT2X82
CALENDAR FOR THE 2010/11

FINANCIAL YEAR

Interim unaudited results: November 2010
Preliminary final results: June 2011
Year end: 28 February 2011

Annual General Meeting: 6 September 2010

The Company does not publish
results announcements in the press;
they are available online at www.
realestateopportunities.co.uk




CORPORATE GOVERNANCE

Director’s Statement of Compliance with the 2008 FRC Combined
Code on Corporate Governance (“the Code”)

The Board is accountable to Shareholders for the governance of
the Company’s affairs. This Statement describes how the principles
of the Code have been applied in the affairs of the Company. The
Directors are committed to maintaining the highest standards of

corporate governance.

The Directors believe that, during the period under review, they
have complied with the provisions of the Code, insofar as they
are relevant to the Company’s business, save in respect of those
matters explained below in the relevant sections.

DIRECTORS AND THE BOARD

THE BOARD

The Board comprises of seven Directors, all
of whom are non-executive. Mr. Horney is
Chairman of the Company and Mr. Milne
is the senior independent Director. Five

of the directors (and therefore a majority
of the Board) are independent of the
Investment Adviser.

From their biographies on page 14 it can
be seen that the Board has a breadth of
experience relevant to the Company’s
business.

BOARD RESPONSIBILITIES

The Board is responsible for promoting the
success of the Group by directing and
supervising its affairs within a framework
of effective controls, which enables

risk to be assessed and managed. A
formal schedule of matters reserved for
decision by the Board and detailing the
responsibilities of the Board has been
established. The main responsibilities
include: setting the Group’s objective,
policies, and standards; ensuring that the
Group’s obligations to shareholders and
others are understood and complied
with; reviewing investment performance,
including acquisitions and disposals;
managing the capital structure; setting
long-term objectives and strategy;
assessing and controlling risk; approving
loans and approving loans and borrowing;
and approving accounting policies.

The Investment Adviser and the
Administrator ensure that the Directors
have timely access to all relevant
management, financial and regulatory
information to enable informed decisions
to be made. The Board meets at least
four times a year and additional meetings
are arranged as and when necessary.
Between these formal meetings there

is regular contact with the Investment
Adviser and the Administrator. The
Directors also have access to the advice
and service of, in the furtherance of their
duties, independent professional advice
at the expense of the Group.

Board meetings follow a formal agenda,
which includes a review of the investment
portfolio with reports from the Investment
Adviser and the Administrator on the
current investment position and outlook;
strategic direction; cash management;
revenue forecasts; corporate
governance; marketing and shareholder
relations. In addition the board are
provided with opportunity to undertake
further training to assist them in carrying
out their duties.
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It is the responsibility of the Board to carry
out a review of the Company’s corporate
governance procedures. During the year
the Board carried out a comprehensive
review of the Company’s corporate
governance procedures. The main
outcomes of this review comprised:

= Updated schedule of matters reserved
for the Board,;

= Updated terms of reference for the
Audit Committee; and

= Updated share dealing policy for
persons discharging managerial
responsibility.

MEETINGS AND COMMITTEE
MEMBERSHIP

During the period the Board met 11 times.
Details of Board meeting attendance,
committee membership and committee
meeting attendance are provided in

the table below. It should be noted that
apart from 4 main board meetings which
are held in Jersey each year, a number
of smaller meetings are held to deal

with individual transactions and these
generally are attended by the Jersey
resident directors only.

During the year Ms Pearce and Mr
Thomas were appointed as alternate
directors to Mr Jenkins and Mr Richardson
to ensure that the Company can
continue to carry on business as nhormal,
if for any reason Mr Jenkins and Mr
Richardson are unable to act. To date
neither of the alternates have acted for
either Mr Jenkins or Mr Richardson.

Telephone
Board Meeting / Management
Quarterly Ad hoc Audit Engagement
Board Meeting Board Meeting Committee Committee
Number of meetings in 2009/10 4 7 2 2
Mr Ray Horney 4 2 1 2
Mr Richard Barrett 4 1 n/a n/a
Mr Keith Jenkins 4 6 2 2
Mr Philip Jenkinson 4 2 n/a n/a
Mr Garth Milne 4 2 1 2
Mr Martin Richardson 4 7 2 2
Mr Rob Tincknell* 2 1 n/a n/a

*Mr Tincknell was appointed to the board on 26 June 2009




CORPORATE GOVERNANCE
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DELEGATION

The Company has appointed Treasury
Holdings to provide investment advisory
services and property management
services in relation to the Global Portfolio
and the Irish Property Portfolio. Treasury
Holdings also act as the Accounting
Services provider.

Rent collection and some administration
of the properties are carried out by
managing agents who are responsible to
Treasury Holdings.

All other matters are the responsibility of
the Board.

BOARD BALANCE AND DIRECTOR
INDEPENDENCE

The Chairman of the Company is

Mr Horney, a non-executive, who is
independent of the Investment Adviser.
Mr Milne is the senior independent
director. Since all the Directors are
non-executive and many day-to-day
management responsibilities are sub-
contracted, the Company does not have
a Chief Executive Officer.

Messrs Barrett and Tincknell are both non-
executive directors of the Company and
directors of Treasury Holdings, Investment
Adviser to the Company. The Board
consider it appropriate that Messrs Barrett
and Tincknell sit on the Board given their
experience, skill set and contribution

to the Board. In addition the Board
consider it of great importance that the
Investment Adviser is represented on the
Board given that the Company has no
executive directors.

The non-executive independent directors,
being Messrs Horney, Milne, Jenkinson,
Jenkins and Richardson, have completed
three terms of three years service as
directors of the Company. Taking into
account the provisions of Section A.3.1.
of the Combined Code, all of the Board
believe Messrs Horney, Milne, Jenkinson,
Jenkins and Richardson continue to be
independent in character and judgment
based on their performance to date.
When arriving at this decision the

board have taken into account the
comments made by the Financial
Reporting Council in their report dated
December 2009 on their review of

the impact and effectiveness of the
Combined Code, in particular their
comment that independence is not the
primary consideration when assessing the
composition of the board, and that the
over-riding consideration should be that
the board is fit for purpose.



The Board are of the opinion that the
Company has been in compliance with
the Combined Code provisions set out in
Section A3 of the Combined Code.

APPOINTMENT AND RE-ELECTION OF
DIRECTORS

The Directors do not consider it necessary
to appoint a Nominations Committee and
Directors are selected and appointed

by the Board as a whole. The Board is
responsible for reviewing the size and
structure of the Board and the skills of
Directors and for the consideration and
approval of any changes.

All of the directors, with the exception of
Mr Tincknell, have completed nine years
of service.

The Articles of Association provide that
the Directors must submit themselves for
re-election at the first opportunity after
their appointment and retire by rotation
every three years. In accordance with
Article 85 of the Company’s Articles of
Association, and Section A.7.2 of the
Combined Code regarding length of
service, Messrs Horney, Barrett, Tincknell,
Jenkinson, Milne, Jenkins and Richardson
will submit themselves for re-election at
the Annual General Meeting. The Board
confirms that the performance of Messrs
Horney, Barrett, Tincknell, Jenkinson, Milne,
Jenkins and Richardson is effective and
demonstrates commitment to the role

of non-executive Director and the future
success of the Company.

In arriving at the decision as to which
directors should submit themselves for
re-election, the Board have reviewed
the Financial Reporting Council’s report
dated December 2009 on the impact
and effectiveness of the Combined
Code, and in particular the comments
within the report relating to the frequency
of re-election of the Board. It should be
noted that Mr Tincknell has submitted
himself for re-election, having been
appointed to the Board in 2009.

Given the difficult economic climate
that the Company has experienced in
the last two years, and the importance
of ensuring that the Company remains
well positioned for the future, the Board
believe it would be detrimental to the
running of the Company for any of the
directors who have completed nine
years of service, to stand down at the
present time.

The board would like to stress that as part
of its regular review of the operations

of the Company, it considers the
requirement for additional directors to be
appointed to the Board and will make
such appointments where they believe
the individual or individuals can add
value to the Board.

It should be noted that all of the Board
have received consent from the Jersey
Financial Services Commission to act as
directors to the Company.

The Board recommends to shareholders
the approval of resolutions 2 to 8 relating
to the Directors seeking re-election. On
being appointed to the Board, Directors
are fully briefed as to their responsibilities
and are continually updated throughout
their term of office on industry and
regulatory developments. A Directors’
normal tenure of office will be for three
terms of three years, except that the
Board may determine otherwise if it is
considered that the continued service
on the Board of an individual Director

is in the best interests of the Company
and its shareholders.

PERFORMANCE EVALUATION

The Directors recognise the importance
of the Code particularly in terms of
evaluating the performance of the Board
as a whole, the respective Committees
of the Board and individual Directors. An
internal performance evaluation was
carried out during the year.

Performance of the Board, Committees
of the Board and individual Directors are
assessed against predefined targets and
of individual directors by way of self and
peer appraisal using a comprehensive
guestionnaire, the findings and feedback
from which will facilitate further discussion.
The Chairman of the Audit Committee
will be responsible for the performance
evaluation of the Chairman, taking into
account the views of the other Directors.

DIRECTORS’ REMUNERATION

The Board has resolved that a
Remuneration Committee is not
appropriate for the Company, therefore,
remuneration responsibilities are part of
the whole Board’s responsibilities and

is addressed regularly. All Directors are
non-executive and all participate in
meetings of the Board at which Directors’
remuneration is considered.

The Board’s policy is that the
remuneration of non-executive Directors
should be fair and reasonable in

relation to that of similar companies.
Levels of remuneration reflect the time
commitment and responsibilities of

the Directors. Fees for the Directors are
determined by the Board within the limits
of the Company’s Articles of Association.
The maximum amount provided for
Directors’ remuneration by the Articles
of Association is £500,000 per annum.
The Directors are not eligible for bonuses,
pension benefits, share options or other
incentives or benefits.

None of the directors have service
contracts with the Company.



RELATIONS WITH SHAREHOLDERS
Shareholder relations are given high
priority by the Board. The prime medium
by which the Company communicates
with shareholders is through the interim

and annual reports, which aim to provide

shareholders with a full understanding of
the Group’s activities and results.

The Board receives quarterly reports and
ad hoc updates from the brokers and
investor relations team on feedback
from shareholders and any areas of
concern raised by shareholders are fully
considered by the Board.

All shareholders are encouraged to
attend the AGM, at which they will have
the opportunity to address questions

to the Chairman of the Board and the
Chairmen of the Committees of the
Board. Shareholders wishing to lodge

questions in advance of the AGM are
invited to do so, either on the reverse
of the proxy card or in writing to the
Company Secretary at the Registered
Office given on page 22. At other times
the Company responds to letters from
shareholders on a range of issues.

Details of votes on resolutions at

general meetings are disclosed on the
Company’s website, the address of which
can be found on page 23.

AUDIT COMMITTEE

The Audit Committee is made up of Mr
Jenkins (Chairman), Mr Horney, Mr Milne
and Mr Richardson.

The terms of reference of the Audit
Committee allow it to meet as and when
necessary, but not less than twice a year to:

= Review the financial statements;

= Monitor the integrity of the financial
statements;

= Review the internal controls and risk
management systems;

= Review the internal audit function;

= Consider and make recommendations
to the Board in relation to the
appointment of the external auditor
and oversea the relationship with the
auditor and provision of non-audit
services;

= Review the effectiveness of the audit of
the financial statements; and

= Oversea any investigation of activities
which are within its terms of reference.

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



The Company does not currently have an
internal audit function as the board do
not believe it appropriate for a Company
of this size and nature. However, the Audit
Committee continue to review the need
for an internal audit function as part of
their annual review of the internal control
systems of the Company.

The Audit Committee have
recommended the reappointment of
the current auditors, KPMG Dublin, to
the Board on the basis that they are
considered to be the most appropriate
firm to undertake the engagement. There
are no contractual obligations restricting
the Audit Committee’s choice of auditor
and the performance of the auditors is
monitored on an ongoing basis by the
Audit Committee.

Details of non-audit services provided by
the Company’s auditors are given in Note
20 to the financial statements on page
60. The Board considers that the provision
of these services does not impair the
independence of the auditors.

The Audit Committee considers whether
the skills and expertise of the auditors
make them a suitable supplier of any
non-audit service and whether there
are safeguards in place to ensure that
there is no threat to objectivity and
independence in the conduct of the
audit resulting from the provision of
such services by the auditors. Following
enquiries with the auditors, the Audit
Committee are satisfied with the
assurances given as to the internal
controls in place within the audit firm to
ensure independence where non-audit
services are also provided.

The Audit Committee have requested
that other audit firms be considered for
the provision of future non-audit services
so as to ensure independence of the
auditors. Non audit services up to a level
of £5,000 require the approval of the
Chairman of the Audit Committee and
non audit services over £5,000 require the
approval of the whole Audit Committee.

MANAGEMENT ENGAGEMENT
COMMITTEE

The Management Engagement
Committee is made up of Mr Horney
(Chairman), Mr Jenkins, Mr Milne and Mr
Richardson.

The terms of reference of the

Management Engagement Committee

allow it to meet as and when necessary,

but not less than twice a year to:

= To negotiate and commercially assess
management agreements; and

= To review the performance fee payable
to the Investment Adviser.

INTERNAL FINANCIAL AND NON-
FINANCIAL CONTROLS

The Directors acknowledge that they

are responsible for the Group’s system

of internal financial and non-financial
controls (“internal controls™). The
effectiveness of the Group’s operations
has been reviewed, and the control
systems codified to enable the ongoing
monitoring and management of risks and
facilitate a regular review. The Directors
consider that these procedures enable
the Group to comply with the Turnbull
Guidance and sections 7.1 and 7.2 of the
FSA Disclosure and Transparency Rules.

Written agreements are in place

which specifically define the roles and
responsibilities of the Investment Adviser
and other third party service providers.

The Board meets regularly and reviews
financial reports and performance
against approved forecasts and relevant
stock market criteria. Reports are also
produced annually on the internal
controls and procedures in place for the
operation of investment management
and accounting activities.

The Company’s control systems are
designed to provide reasonable, but not
absolute, assurance against material
misstatement or loss and to manage
rather than eliminate the risk of failure to
achieve business objectives.
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Over the last two year period the

Irish economy experienced the most
significant correction ever experienced
in its history. In real terms, the recession
has resulted in a contraction of Gross
Domestic Product (GDP) of 13% from
peak and 17% from peak in terms of
Gross National Product (GNP) . The rate
of unemployment has now reached
13.7%, house prices have fallen in

real terms by approximately 40% and
commercial property experienced

a peak-to-trough decline of 56.3%
according to the Investment Property
Databank. From being the fastest-
growing economy in Europe in the last
decade, Ireland’s finances are now
being compared to those of Portugal,
Italy, Spain and Greece. Ireland’s public
debt-to-GDP ratio was 66% as of the end
of 2009 and it is expected to increase

to approximately 96% by 2011, which

is obviously a concern. However, this is
quite similar to the UK (at 68.6% in 2009
and forecasted to increase to 88.2% in
2011) and is considerably better than

in other jurisdictions such as Greece (at
115% forecasted to increase to 135.4%
in 2011). The Irish Government have had
to act quickly and decisively in reacting
to the economic situation, restoring
public finances and improving Ireland’s
reputation internationally. In addition

to recapitalising some domestic banks,
one of the core decisions made by the
Irish Government was to establish the
National Asset Management Agency
(NAMA) to manage the bad debts

of Irish banks and avoid fire sales of
assets. Much of the last year has been
focussed on the administrative element of
transferring a large proportion of land and
development loans and other associated
loans over to this state agency. While
this was in train, the Irish property market
remained essentially stagnant, with
transactional activity at an all-time-low.
The first tranche of property loans have
now been transferred to NAMA,; the
process of improving liquidity in the Irish
banking system is finally underway and
transactional activity in the Irish property
market is slowly starting to improve
following almost two years of stagnation.

While the Irish economy is still fragile,

most economic houses now believe
that the country is close to emerging
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from recession with positive GDP growth
forecast for 2011. According to the

latest Quarterly National Household
Survey, the official unemployment rate

is currently 12.9%. While it will take some
time for an improvement in economic
conditions to filter through to consumers
and become evident in the housing

or retail sectors of the economy, any
improvement in the general economy
will quickly become evident in the office
sector. Take-up in the office market in
Dublin has been operating at about 50%
capacity over the last two years. Once
the unemployment rate begins to show
signs of stabilisation and improvement,
this will translate into an increase in
demand in the office occupier market,
which coupled with Ireland’s favourable
12.5% corporation tax augurs well for this
market. Prime rents in the Dublin office
market have fallen to a greater degree
from peak than any other European

city (44%) and having now stabilised at
approximately €35 per square foot, prime
rents are now extremely competitive
relative to the cities that Dublin competes
with directly for international tenants,
which is encouraging. Demand in the
main export markets has picked up
considerably in recent months and there
is growing evidence that necessary price
and cost competitiveness adjustments
are underway, helped to some extent by
the weakness of the Euro. Considering
that Ireland is a small and open economy,
this recovery in export activity is a pre-
requisite for economic recovery. The
European Commission, the ECB, the

IMF, the OECD and many international
economic commentators are amongst
those who have welcomed Ireland’s
fiscal consolidation response. Indeed, the
European Commission have forecast that
the Irish economy has the capacity to
grow by as much as 3% in 2011. Capital
markets have also implicitly endorsed the
Irish Governments consolidation actions.
Consumer confidence has improved
and retail sales have improved in each of
the last three months, according to the
Central Statistics Office.

As well as more positive economic news
emerging, the investment market in
Ireland is now starting to show tentative
signs of stabilisation. With values now

at extremely low levels, the market is

beginning to show signs of stabilisation
with positive (albeit marginally positive)
total returns of 0.4% achieved in Q1 2010,
according to IPD, the official industry
benchmark of commercial property
market performance. In addition to the
FRI lease structure, long leases and Euro-
denominated loans, the very significant
arbitrage between current yields and the
cost of funding is attracting considerable
investor interest, most notably from
overseas investors who heretofore did not
invest in the Irish market. There is close to
€500 million of investment transactions
currently under negotiation in the Irish
market with over 80% being pursued by
overseas buyers.

Prime office yields in the Irish market are
now stable at 7.5% while prime retail
yields are now in the order of 6.25% and
trending stronger. These yield levels are
considerably higher than the long-term
average for these sectors in the Irish
market and are very attractive relative
to the return from other investments.
However, with investors focussed solely
on prime assets, we could see some
further sippage in secondary yields in
the Irish market. Indeed, the ‘two-tiered
market’ theme is likely to emanate in the
investment and the occupier markets in
Ireland for the foreseeable future.

Prime rents and yields have now stabilised
and there are tentative signs of recovery
emerging in the domestic economy
although we need to be mindful of
contagion risk from other jurisdictions

as the Eurozone debit crisis continues to
dominate the agenda. Over the coming
months, we expect to see increasingly
positive news about economic prospects
emerging and in the property sector; we
expect that there will be opportunities to
purchase assets that offer strong upside
potential at historically low levels. The next
couple of years are going to be difficult
as Ireland adapts to a scenario where
the availability of credit is considerably
less than what it used to be, where

there is considerable oversupply to be
absorbed and where difficult decisions
have to be made regarding functionally
obsolete properties. However, the future
is considerably brighter than it was only
12 months ago and opportunities will
emerge as a result.



EXTRACTS

Patrick Honahan, Governor of the Central Bank in Ireland

“We are close to the bottom in terms of output. Here at the central bank, we are projecting an upturn in
the second half of 2010, quarter on quarter”.

ESRI Quarterly Economic Commentary Q1 2010

“Following essentially no Irish economic growth in 2010, moderate growth of GNP (gross national product)
of 2% per cent and GDP (gross domestic product) growth of 22 per cent is forecast in 2011. The banking
crisis in no way threatens the solvency of the State”.

Organisation for Economic Co-Operation and Development (OECD), May 2010

“The injection of public funds into the Irish banking system is an important step in restoring the financial
sector to health and getting credit flowing again. The Irish economy is close to a turning point and could
rebound to 3pc growth next year. The notable improvement in Ireland’s price and cost competitiveness
could allow growth to pick up more quickly than expected”.

Davy Stockbrokers, May 2010
“The Irish economy is set to return to growth in 2010”.

Wall Street Journal, May 2010

“The small, open economy was hit early and deeply by the financial crisis, and its credit-driven construction
bubble popped to reveal a pile of uncovered entittement promises. Dublin, along with just about
every other red ink-spattered national treasury, responded by making all the right noises about cutting
spending. So what makes Ireland special? Its political leaders are doing it — and have been since October
2008. Paliticians around Europe could do worse than to look at Ireland’s cuts as a model”.

Financial Times, May 2010

“Irish finance Minister Brian Lenihan has led the way among ailing peripheral Eurozone economies in taking
the harsh fiscal measures needed to regain investor confidence. He set the example months ago that
Athens should follow now, slashing public servants’ salaries, and welfare payments”.

Standard & Poors, May 2010
“Ireland’s ongoing correction in property prices seems overdone and the market appears undervalued by
about 12pc”.

Investment Property Databank, April 2010

“The return to positive quarterly property performance in the first quarter is the first step on the road to
recovery for the Irish market. For two consecutive quarters both rental value growth and yield pressure
have eased, which is an encouraging sign for investors. Overlaid upon this, are broader signs of recovery
in Ireland’s economy. With both macro-economic and property fundamentals improving, the indications
are that the worst of the property recession is, possibly, behind Ireland”.

IBEC - June 2010

“Improving international demand and the significant weakening of the Euro has provided a much more
positive environment for Ireland’s export sector. Consumer demand has also improved since the start of
the year and is now helping to lift the economy out of recession”.




PRINCIPAL RISKS AND UNCERTAINTIES

The principal risks and uncertainties that
face the business include the following:

ECONOMY: The general macro
environment continues to be very

difficult in Ireland in particular with GDP
contraction throughout 2009, declining
asset values, increasing budget deficits
and rising unemployment. As a direct
consequence of this, lower tenant
demand and tenant defaults pose a

risk to the Group through lower cash
inflows in the near term. Failure to re-let
investment properties would also have
another adverse impact on property
valuations. The weakness in the economy
may also impact our development assets
as demand has weakened and agreeing
new leases for current developments,
including developments near completion.

FINANCIAL SECTOR - LENDERS & NAMA:
As highlighted in the Chairman’s
statement, credit remains scarce. Many
loans which were previously held by
major lrish financial institutions have now
been transferred to the newly created
government agency, NAMA. However,
while NAMA becomes fully operational
and until the process of removing property
loans from the banks is complete and
lenders resume lending, confidence in
the property market and the economy
as a whole will not be fully restored. In
the event that property values were to
fall significantly further, there would be

a risk that the Group could have further
breaches of its borrowing covenants in
the future.

PROPERTY VALUATIONS & NAV: Property
valuations continue to decline due to the
poor economic environment and instability
in the banking sector. This is a reaction

to a situation where there are few, if any
buyers due to the almost total absence of
bank credit. This inactive market has made
it difficult for valuers to adjudge property
values. In the event that valuations decline
further, this may result in a further decline

in shareholder funds, which would cause
concern in the markets. The deficit on the
consolidated shareholders funds at 28
February 2010 is £721 million.

The consolidated net deficit of the
Company under the EPRA guidelines
is £581 million at 28 February 2010 (31
December 2008 net assets of: £347.5
million).

LIQUIDITY: We have substantial bank
facilities that are due to expire at the end
of this year and in 2011. We are relying

on our lenders, including NAMA to renew
those facilities on similar terms. As at 28
February 2010, the overall debt level stood
at £1.49 billion, including loan notes and
excluding Zero Dividend Preference Shares
and Convertible Loan stock. As highlighted
above, in the event that property values
were to fall significantly further, the Group
could have further breaches of its banking
covenants in the future.

The Group is in the process of discussing
the terms of its various financial instruments
(including bank loans now held by NAMA,
CULS, ZDPs and Oriental Loan notes) with
the holders of those instruments. The aim is
to ensure that the Group has a clear line
of sight to positive cash balances for the
foreseeable future.

Failure to satisfactorily complete such
negotiations and/or renew those bank
facilities which are due for expiry would
have material adverse consequences
for the Company. The Directors of

the Company have concluded that
the above factors represent material
uncertainties and failure to achieve the
forecast assumptions could cast doubt on
the Company’s ability to continue as a
going concern

INTEREST RATES: Interest is a substantial
cost to the Group. The Company

uses interest rate swaps to manage its
exposure to fixed and floating interest
rates. However, the ongoing difficulties
experienced in the banking sector and
scarcity of credit may result in lenders
seeking higher margins and there is a risk
that future interest costs may be higher.



STATEMENT OF DIRECTOR’S RESPONSIBILITIES

The Directors are responsible for
preparing the Directors’ Report and the
Financial Statements in accordance with
applicable law and regulations.

Companies (Jersey) Law 1991 (as
amended) requires the Directors to
prepare Group and parent Company
financial statements for each financial
year. Under the law the Directors are
required to prepare the Group and
financial statements in accordance with
the International Financial Reporting
Standards (IFRSs) as adopted by the

EU and have elected to prepare the
parent Company financial statements
in accordance with IFRSs as adopted by
the EU and as applied in accordance
with the Companies (Jersey) Law 1991,
(as amended).

The Group and parent Company
financial statements are required by

law and IFRSs as adopted by the EU

to present fairly the financial position

and performance of the Group and
Company. The Companies (Jersey) Law
1991 (as amended) provide in relation to
such financial statements that references
in the relevant part of the law to financial
statements giving a true and fair view
are references to their achieving a fair
presentation.

In preparing each of the Group and
parent Company financial statements,
the Directors are required to:

= select suitable accounting policies
and then apply them consistently;

< make judgements and estimates that
are reasonable and prudent;

= state that the financial statements
comply with IFRSs as adopted by the
EU as applied in accordance with
the Companies (Jersey) Law 1991 (as
amended); and

= prepare the financial statements on
the going concern basis unless it is
inappropriate to presume that the
Group and the parent Company will
continue in business.

Under applicable law and the
requirements of the Listing Rules issued
by the London Stock Exchange, the
Directors are also responsible for
preparing a Directors’ Report and reports
relating to Directors’ remuneration and
corporate governance that comply with
that law and those Rules. In particular,

in accordance with the Transparency
(Directive 2004/109/EC) Regulations
2007 (the Transparency Regulations), the
Directors are required to include in their
report a fair review of the business and

a description of the principal risks and
uncertainties facing the Group and the
Company and a responsibility statement
relating to these and other matters,
included below.

The Directors are responsible for keeping
proper books of account that disclose
with reasonable accuracy at any time the
financial position of the Group and parent
Company and enable them to ensure
that the financial statements comply with
the Companies (Jersey) Law 1991 (as
amended) and, as regards the Group
financial statements, Article 4 of the IAS
Regulation. They are also responsible for
taking such steps as are reasonably open
to them to safeguard the assets of the
Group and to prevent and detect fraud
and other irregularities.

The financial statements are published on
www.realestateopportunities.co.uk, which
is a website maintained by the Company.
The work carried out by the auditors

does not involve consideration of the
maintenance and integrity of this website
and, accordingly, the auditors accept no
responsibility for any changes that have
occurred to the financial statements
since they were initially presented on

the website. Visitors to the website

need to be aware that the legislation in
Jersey governing the preparation and
dissemination of the financial statements
may differ from legislation in their
jurisdictions.

RESPONSIBILITY STATEMENT, IN
ACCORDANCE WITH THE
TRANSPARENCY REGULATIONS

Each of the Directors, whose names and
functions are listed confirm that, to the best
of each person’s knowledge and belief;

= the Group financial statements,
prepared in accordance with IFRSs as
adopted by the EU, give a true and
fair view of the assets, liabilities and
financial position of the Group at 28
February 2010 and its loss of the period
then ended;

= the parent Company financial
statements, prepared in accordance
with IFRSs as adopted by the EU and
as applied in accordance with the
Companies (Jersey) Law 1991 (as
amended), give a true and fair view
of the assets, liabilities and financial
position of the parent Company at 28
February 2010; and

= the Directors’ report contained in the
Annual Report includes a fair review of
the development and performance
of the business and the position of
the Group and parent Company,
together with a description of the
principal risks and uncertainties that
they face.

On behalf of the Board

Martin Richardson
Director

Keith Jenkins
Director




INDEPENDENT AUDITORS”’

REPORT

TO THE MEMBERS OF REAL ESTATE OPPORTUNITIES PLC

We have audited the Group and
parent Company financial statements
(the “financial statements”) of Real
Estate Opportunities plc for the 14
month period to 28 February 2010

which comprise the Group and parent
Company statements of financial
position, the Group and parent
Company statements of comprehensive
income, the Group cash flow statement,
the Group and parent Company
statement of changes in equity/(deficit),
and the related notes. These financials
statements have been prepared under
the accounting policies set out therein.

This report is made solely to the
Company’s members, as a body, in
accordance with Article 113A of the
Companies (Jersey) Law 1991 (as
amended). Our audit work has been
undertaken so that we might state to
the Company’s members those matters
we are required to state to them in

an Auditor’s Report and for no other
purpose. To the fullest extent permitted
by law, we do not accept or assume
responsibility to anyone other than

the Company and the Company’s
members as a body, for our audit work,
for this report, or for the opinion we
have formed.

RESPECTIVE RESPONSIBILITIES OF
DIRECTORS AND AUDITORS

The Directors’ responsibilities for
preparing the Annual Report and the
financial statements in accordance
with applicable law and International
Financial Reporting Standards (IFRSs) as
adopted by the EU, are set out in the
Statement of Director’s Responsibilities
on page 33.

Our responsibility is to audit the financial
statements in accordance with relevant
legal and regulatory requirements and
International Standards on Auditing (UK
and Ireland).

We report to you our opinion as to
whether the financial statements give a
true and fair view in accordance with
IFRSs as adopted by the EU and are
properly prepared in accordance with

the Companies (Jersey) Law 1991 (as
amended) and in the case of Group
financial statements, Article 4 of the IAS
Regulation.

We also report to you, if in our opinion
the Company has not kept proper
accounting records or if we have

not received all the information and
explanations we require for the audit.

We also report to you if, in our

opinion, any information specified

by law or the Listing Rules of the

London Stock Exchange regarding
Directors’ remuneration and Directors’
transactions is not disclosed and, where
practicable, include such information in
our report.

At the request of the Board, we review
whether the Corporate Governance
Statement reflects the Company’s
compliance with the nine provisions of
the 2008 FRC Combined Code specified
for our review by the Listing Rules of

the London Stock Exchange, and we
report if it does not. We are not required
to consider whether the Board’s
statements on internal controls cover

all risks and controls, or form an opinion
on the effectiveness of the Group’s
corporate governance procedures or its
risk and control procedures.

We read the other information
contained in the Annual Report and
consider whether it is consistent with

the audited financial statements. The
other information comprises only the
Directors’ Report, the Chairman’s
Statement and the Investment Advisor’s
Report. We consider the implications
for our report if we become aware of
any apparent misstatements or material
inconsistencies with the financial
statements. Our responsibilities do not
extend to any other information.

BASIS OF AUDIT OPINION

We conducted our audit in accordance
with the International Standards on
Auditing (UK and Ireland) issued by

the Auditing Practices Board. An audit
includes examination, on a test basis, of
evidence relevant to the amounts and
disclosures in the financial statements.

It also includes an assessment of the
significant estimates and judgements
made by the Directors in the
preparation of the financial statements,
and of whether the accounting policies
are appropriate to the Group’s and
Company’s circumstances, consistently
applied and adequately disclosed.

We planned and performed our audit
so as to obtain all the information and
explanations which we considered
necessary in order to provide us with
sufficient evidence to give reasonable
assurance that the financial statements
are free from material misstatement,
whether caused by fraud or other
iregularity or error. In forming our
opinion we also evaluated the overall
adequacy of the presentation of
information in the financial statements.

OPINION

In our opinion:

= the Group financial statements give
a true and fair view, in accordance
with IFRSs as adopted by the EU, of
the state of the Group’s affairs as at
28 February 2010 and of its loss for the
period then ended;

= the parent Company financial

statements give a true and fair view,

in accordance with IFRSs as adopted

by the EU as applied in accordance

with the provision of the Companies

(Jersey) Law 1991 (as amended) of

the state of the parent Company’s

affairs as at 28 February 2010;

the Group financial statements

have been properly prepared in

accordance with the Companies

(Jersey) Law 1991 (as amended), and

Article 4 of IAS Regulation; and

the parent Company financial

statements have been properly

prepared in accordance with the

Companies (Jersey) Law 1991 (as

amended).



EMPHASIS OF MATTER

— GOING CONCERN

In forming our opinion on these financial
statements, which is not qualified, we
have considered the adequacy of

the disclosures made in Note 2 to the
financial statements concerning the
Group’s ability to continue as a going
concern.

As set out in that note there are a
number of material uncertainties which
could, were those assumptions not to
be achieved, cast significant doubt

on the ability of the Group to continue
as a going concern. These matters
include the approval by NAMA of the
Group’s business plan, the renewal of
existing borrowing facilities, the deferral
of interest and restructuring of capital
payments on financial instruments, the
receipt of planning permission on the
Group’s Battersea property and the
restructuring of the Group’s investment
in Battersea. While the ultimate
outcome of these matters cannot be
assessed with certainty at this time, the
Directors are of the opinion that, based
on the current stage of discussions

with the various involved parties, it is
appropriate to prepare the financial
statements on the going concern basis.

The financial statements do not include
the adjustments that would result if the
Group was unable to continue as a
going concern.

Ruaidhri Gibbons

Senior Statutory Auditor
For and on behalf of KPMG
Chartered Accountants
Registered Auditor

Dublin, Ireland

22 June 2010





































































































































