Edgar Filing: COHEN & STEERS TOTAL RETURN REALTY FUND INC - Form N-CSR

COHEN & STEERS TOTAL RETURN REALTY FUND INC
Form N-CSR
March 07, 2014

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM N-CSR

CERTIFIED SHAREHOLDER REPORT OF REGISTERED
MANAGEMENT INVESTMENT COMPANIES

Investment Company Act file number 811-7154

Cohen & Steers Total Return Realty Fund, Inc.
(Exact name of registrant as specified in charter)

280 Park Avenue, New York, NY 10017
(Address of principal executive offices) (Zip code)

Tina M. Payne
Cohen & Steers Capital Management, Inc.
280 Park Avenue

New York, New York 10017
(Name and address of agent for service)

Registrant s telephone number, including area code: (212) 832-3232

Date of fiscal year December 31
end:

Date of reporting period: December 31, 2013




Edgar Filing: COHEN & STEERS TOTAL RETURN REALTY FUND INC - Form N-CSR

Item 1. Reports to Stockholders.




Edgar Filing: COHEN & STEERS TOTAL RETURN REALTY FUND INC - Form N-CSR

COHEN & STEERS TOTAL RETURN REALTY FUND, INC.
To Our Shareholders:
We would like to share with you our report for the year ended December 31, 2013. The net asset value
(NAV) at that date was $12.23 per common share. The Fund's common stock is traded on the New York
Stock Exchange (NYSE) and its share price can differ from its NAV; at year end, the Fund's closing price
on the NYSE was $11.99.

The total returns, including income, for the Fund and its comparative benchmarks were:

Six Months Ended Year Ended
December 31, 2013 December 31, 2013
Cohen & Steers Total Return
Realty Fund
at NAVva 2.39% 3.00%
Cohen & Steers Total Return
Realty Fund
at Market Value? 6.01% 11.03%
FTSE NAREIT Equity REIT Indexb 3.78% 2.47%
Blended Benchmark 80% FTSE
NAREIT
Equity REIT Index, 20% BofA
Merrill
Lynch REIT Preferred Securities
IndexP 4.95% 0.37%
S&P 500 Indexp 16.31% 32.39%

The performance data quoted represent past performance. Past performance is no guarantee of future
results. The investment return and the principal value of an investment will fluctuate and shares, if sold,
may be worth more or less than their original cost. Current performance may be lower or higher than the
performance data quoted. Current total returns of the Fund can be obtained by visiting our website at
cohenandsteers.com. The Fund's returns assume the reinvestment of all dividends and distributions at
prices obtained under the Fund's dividend reinvestment plan. Index performance does not reflect the
deduction of any fees, taxes or expenses. An investor cannot invest directly in an index. Performance
figures for periods shorter than one year are not annualized.

Managed Distribution Policy

Cohen & Steers Total Return Realty Fund, Inc. (the Fund), acting in accordance with an exemptive order
received from the Securities and Exchange Commission (the SEC) and with approval of its Board of
Directors (the Board), adopted a managed distribution policy under which the Fund intends to include

a As a closed-end investment company, the price of the Fund's NYSE-traded shares will be set by market
forces and at times may deviate from the NAV per share of the Fund.

b The FTSE NAREIT Equity REIT Index is an unmanaged, market-capitalization-weighted index of all
publicly traded REITs that invest predominantly in the equity ownership of real estate. The index is
designed to reflect the performance of all publicly traded equity REITs as a whole. The BofA Merrill Lynch
REIT Preferred Securities Index is a subset of the BofA Merrill Lynch Fixed-Rate Preferred Securities Index
including all real estate investment trust issued preferred securities. The Standard and Poor's 500
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Composite Stock Index (S&P 500 Index) is an unmanaged index of 500 large capitalization, publicly traded
stocks representing a variety of industries that is frequently used as a general measure of stock market
performance.
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long-term capital gains, where applicable, as part of the regular quarterly cash distributions to its
shareholders (the Plan). The Plan will give the Fund greater flexibility to realize long-term capital gains and
to distribute those gains on a regular quarterly basis. In accordance with the Plan, the Fund currently
distributes $0.22 per share on a quarterly basis.

The Fund may pay distributions in excess of the Fund's investment company taxable income and realized
gains. This excess would be a "return of capital” distributed from the Fund's assets. Distributions of capital
decrease the Fund's total assets and, therefore, could have the effect of increasing the Fund's expense
ratio. In addition, in order to make these distributions, the Fund may have to sell portfolio securities at a
less than opportune time.

Shareholders should not draw any conclusions about the Fund's investment performance from the amount
of these distributions or from the terms of the Fund's Plan. The Fund's total return based on net asset value
is presented in the table above as well as in the Financial Highlights table.

The Plan provides that the Board may amend or terminate the Plan at any time without prior notice to Fund
shareholders; however, at this time, there are no reasonably foreseeable circumstances that might cause
the termination. The termination of the Plan could have the effect of creating a trading discount (if the
Fund's stock is trading at or above net asset value) or widening an existing trading discount.

The Fund implements fair value pricing when the daily change in a specific U.S. market index exceeds a
predetermined percentage. Fair value pricing adjusts the valuation of certain non-U.S. equity holdings to
account for such index change following the close of foreign markets. This standard practice has been
adopted by a majority of the fund industry. In the event fair value pricing is implemented on the first and/or
last day of a performance measurement period, the Fund's return may diverge from the relative
performance of its benchmark, which does not use fair value pricing.

Investment Review

In 2013, U.S. commercial real estate continued to see strengthening demand across all property sectors,
driven by an improving labor market, a housing recovery, increased corporate spending and a stronger
global economy. At the same time, new supply remained at a multi-decade low, giving many commercial
landlords the leverage to raise rents as existing space was absorbed. As a result, REITs reported generally
strong growth in cash flows and, as of the third quarter, had raised dividend payouts by an average of 9%
from the prior year.

Against this positive fundamental backdrop, REIT shares were negatively affected by a sharp rise in
Treasury yields and concerns of higher interest rates in the near term. On May 22, 2013, the Federal
Reserve said it could begin to taper its quantitative-easing (QE) program if data continued to show
improvements in employment and broader economic growth. Investors responded by selling any asset they
perceived as being sensitive to interest rates, including REITs. After rising 20% year to date through May
21, 2013, REITs fell 15% through the remainder of the year. And while they managed to produce a fifth
straight year of positive total returns, their 2.5% gain versus 32.4% for the S&P 500 Index was the widest
margin of underperformance in 15 years.
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Among the headwinds facing REITs were concerns about the negative effects of rising Treasury yields on
capital costs and property values. However, REIT bond yields were largely unchanged, and transactions in
the private market indicated that real estate values were relatively stable, supported by continued cash flow
growth and strong investment demand for the types of high-quality properties that REITs typically own. As a
result of the divergence between public and private sentiment, most REITs ended the year trading for less
than the combined value of their underlying properties.

Short-Lease Property Sectors Generally Outperformed

Returns diverged broadly across the REIT universe, depending largely on a company's ability to grow cash
flows in a rising-rate environment. This generally favored short-lease property types such as hotel REITs
(27.2% total return®), which meaningfully outperformed all other sectors. Hotel companies are typically
viewed as the least vulnerable to rising Treasury yields since they can raise room rates on a nightly basis,
enabling them to quickly capture increasing economic activity. The sector also benefited from relatively
modest revenue expectations coming out of 2012, which most companies easily exceeded as bookings
accelerated.

The self storage sector (9.5%) experienced exceptionally strong cash flow growth, driven by accretive
acquisitions and reduced promotional activity. Industrial REITs (7.4%) also did well, as a strengthening
economy led to increased global trade, manufacturing and shipping volumes. In the shopping center sector
(5.0%), expansion by anchor tenants such as Target helped offset headwinds from retailers under pressure
from e-commerce. By contrast, investors viewed regional mall REITs ( 1.0%) as more at risk to slowing
retail sales, even punishing those with the best-quality properties, where tenant demand remained strong.

The apartment sector ( 6.2%) underperformed for a second straight year. Apartments were the only property
sector to see meaningful supply growth, which, together with the overhang of a recovery in the "for-sale”
housing market, threatened to slow the pace of income growth. Health care REITs ( 7.1%) also struggled,
affected more than others by interest-rate concerns due to their relatively "bond-like" cash flows. Free
standing REITs (7.3%) also have long-term lease structures, but outperformed amid consolidation within

the sector, including the notable merger of American Realty Capital Properties and Cole Real Estate.

REIT Preferred Securities Were Negatively Affected by Rising Treasury Yields

Preferred securities continued to offer high income rates relative to many corporate bonds, although REIT
preferreds experienced significant declines amid the rise in Treasury yields and negative investor sentiment
toward fixed income. The standard structure of REIT preferred securities, as long-term fixed rate
instruments without coupon resets, are more sensitive to rising interest rates than most other preferred
securities. However, below-investment-grade and non-rated securities fared much better, benefiting from
high income rates and wide credit spreads, which helped cushion the effects of rising Treasury yields.

¢ Sector returns as measured by the FTSE NAREIT Equity REIT Index.
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Fund Performance

The Fund had a positive total return for the year based on NAV and outperformed its blended benchmark.
Based on market price, the Fund declined and underperformed its blended benchmark. The Fund's
negative market-price performance reflected a challenging environment for closed-end funds broadly, as
concerns of reduced monetary stimulus caused NAV discounts to widen across the closed-end-fund
market.

Security selection and an underweight in preferred securities was the dominant contributor to relative
performance, as the Fund's allocation to preferreds had a positive absolute return compared with a large
decline in the BofA Merrill Lynch REIT Preferred Securities Index. The Fund had almost no allocation to
securities in the investment-grade-only index, favoring instead other preferreds that featured higher income
rates, wider credit spreads and structures that were less sensitive to interest rates. In addition, our
out-of-index allocations to high-yielding corporate bonds and mortgage REITs contributed to both absolute
and relative performance.

Within the Fund's equity allocation, stock selection in the apartment sector contributed to relative
performance, as we were underweight several securities with meaningful declines. Stock selection in the
office and mixed-use office/industrial property sectors (each with a 5.6% return in the index) also helped
relative performance. Factors that detracted from relative performance included our underweights in both
free standing REITs and the relatively small manufactured home sector (10.5%). Stock selection in the
shopping center and regional mall sectors also detracted from returns.

Investment Outlook

Over the coming year, we expect to see a continuing trend of improving economic growth and a modest
rebound in inflation from historically low levels, driving further QE tapering and somewhat higher Treasury
yields. Our economic view is modestly more positive than the consensus, as we expect job growth and
recent gains in household wealth (due to strong stock-market returns and rising home values) to drive
increased consumer spending. According to our estimates, this additional spending, plus a stronger global
economy, should contribute to the creation of 2.7 million new jobs in 2014, accelerating from 2.2 million in
2013.

While we expect all property sectors to benefit from rising employment, our focus is on those we believe
are the most attractively valued in the context of rising employment and consumer spending. In particular,
we favor owners of high-quality retail assets, many of which trade at compelling valuations and continue to
see healthy demand from national and regional retailers. We also see attractive value in offices located in
urban markets benefiting from job growth in technology, media and life sciences. In the apartment sector,
we expect household formation to accelerate as new jobs are added to the economy, releasing pent up
demand for all forms of housing. By contrast, we have become more cautious toward industrial REITs, as
we believe the market has underestimated the potential for increased supply. We remain cautious toward
companies that own health care facilities and suburban offices.

Preferred Securities and Our Approach to Active Management of Interest-Rate Risk

In our view, the underperformance of REIT preferreds has created attractive values for long-term investors
in many of these securities, particularly when considered in light of the strengthening of REIT
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credit fundamentals and commercial real estate demand. We continue to see good relative value in the
space given the high income offered by REIT preferreds (roughly double that of investment-grade corporate
bonds), as well as credit spreads that remain wide of historical levels. We believe that numerous securities
are pricing in a much higher rate environment than currently exists, with many investment-grade securities
offering yields similar to those reached in 2003-2008, when the 10-year Treasury yield averaged more than
4.0%.

Even with the potential long-term value in many REIT preferreds, we continue to position the portfolio
generally defensively relative to interest-rate risk, while seeking opportunities to benefit from an economic
recovery. Accordingly, we are focusing on securities with wide credit spreads and high coupons that have
the most to gain from improving credit fundamentals. We also remain cautious toward preferreds with
tighter spreads, some of which we believe remain more vulnerable to a rising interest-rate environment.
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Sincerely,

MARTIN COHEN ROBERT H. STEERS
Co-chairman Co-chairman
JOSEPH M. HARVEY WILLIAM F. SCAPELL
Portfolio Manager Portfolio Manager
THOMAS N. BOHJALIAN JASON YABLON
Portfolio Manager Portfolio Manager

The views and opinions in the preceding commentary are subject to change without notice and are as of
the date of publication. There is no guarantee that any market forecast set forth in the commentary will be
realized. This material represents an assessment of the market environment at a specific point in time,
should not be relied upon as investment advice and is not intended to predict or depict performance of any
investment.

Visit Cohen & Steers online at cohenandsteers.com

For more information about any of our funds, visit cohenandsteers.com, where you will find net asset
values, fund fact sheets and portfolio highlights. You can also access newsletters, education tools and
market updates covering real assets including real estate, listed infrastructure, MLPs and commodities, as
well as large cap value and preferred securities.

In addition, our website contains comprehensive information about our firm, including our most recent press
releases, profiles of our senior investment professionals and an overview of our investment approach.
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December 31, 2013

Top Ten Holdings?

(Unaudited)

% of

Net
Security Value Assets
Simon Property Group $11,016,841 9.4
Prologis 5,662,698 4.8
Ventas 5,289,006 4.5
Equity Residential 4,876,247 4.2
Vornado Realty Trust 4,675,681 4.0
Boston Properties 4,010,986 3.4
Public Storage 3,314,451 2.8
Health Care REIT 3,243,342 2.8
SL Green Realty Corp. 3,233,208 2.8
General Growth Properties 2,615,442 2.2

a Top ten holdings are determined on the basis of the value of individual securities held. The Fund may
also hold positions in other types of securities issued by the companies listed above. See the Schedule of
Investments for additional details on such other positions.

Sector Breakdown

(Based on Net Assets)
(Unaudited)

11
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SCHEDULE OF INVESTMENTS

December 31, 2013

Number

of Shares
COMMON STOCK REAL ESTATE 83.9%
DIVERSIFIED 8.4%
American Assets Trust 30,178
AmREIT 38,374
Cousins Properties 116,446
Forest City Enterprises, Class A2 29,700
Hibernia REIT PLC (Ireland)a 221,495
Societe Fonciere Lyonnaise SA
(France) 14,100
Vornado Realty Trust 52,660
WP Carey 11,028
HEALTH CARE 8.5%
Aviv REIT 26,270
Emeritus Corp.2 9,405
Health Care REIT 60,544
Healthcare Trust of America, Class
A 57,538
Ventas 92,336
HOTEL 6.6%
Hersha Hospitality Trust 204,107
Hilton Worldwide Holdings? 25,657
Host Hotels & Resorts 97,143
Hyatt Hotels Corp., Class A2 13,458
Pebblebrook Hotel Trust 39,800
Strategic Hotels & Resorts2 125,009
Sunstone Hotel Investors 79,744
INDUSTRIALS 6.2%
First Industrial Realty Trust 30,442
Gramercy Property Trust
(Restricted)a.b.c.d.e 118,233
Prologis 153,253
Rexford Industrial Realty 36,134

See accompanying notes to financial statements.
8

$

Value

948,495
644,683
1,199,394
567,270
356,511

738,846
4,675,681
676,568
9,807,448

622,599
203,430
3,243,342

566,174
5,289,006
9,924,551

1,136,876

570,868
1,888,460

665,633
1,224,248
1,181,335
1,068,569
7,735,989

531,213

630,194
5,662,698
476,969
7,301,074

13
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SCHEDULE OF INVESTMENTS (Continued)

OFFICE

American Realty Capital
Properties

Boston Properties

Corporate Office Properties Trust
Douglas Emmett

Empire State Realty Trust, Class A
Hudson Pacific Properties
Parkway Properties

PS Business Parks

SL Green Realty Corp.

RESIDENTIAL APARTMENT
Apartment Investment &
Management Co.

AvalonBay Communities
Education Realty Trust

Equity Residential

Essex Property Trust
Mid-America Apartment
Communities

UDR

SELF STORAGE
CubeSmart

Public Storage
Sovran Self Storage

SHOPPING CENTERS
COMMUNITY CENTER

DDR Corp.

Kimco Realty Corp.
Ramco-Gershenson Properties
Trust

Regency Centers Corp.
Weingarten Realty Investors

FREE STANDING
Realty Income Corp.

December 31, 2013

13.5%

12.3%

4.8%

22.0%
5.5%

0.6%

Number
of Shares

96,748
39,962
47,384
63,416
69,262
51,801
60,000
17,503
34,999

44,344
10,178
102,337
94,009
12,300

35,530
103,062

62,500
22,020
20,583

99,900
30,383

70,223

39,218
50,752

19,861

See accompanying notes to financial statements.

9

Value

$ 1,244,179

4,010,986
1,122,527
1,476,959
1,059,708
1,132,888
1,157,400
1,337,579
3,233,208
15,775,434

1,148,953
1,203,345

902,612
4,876,247
1,765,173

2,158,092
2,406,498
14,460,920

996,250
3,314,451
1,341,394
5,652,095

1,535,463
600,064

1,105,310
1,815,793
1,391,620
6,448,250

741,411
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SCHEDULE OF INVESTMENTS (Continued)

December 31, 2013

Number

of Shares
REGIONAL MALL 15.9%
General Growth Properties 130,316
Glimcher Realty Trust 141,700
Macerich Co. (The) 42,471
Simon Property Group 72,403
Taubman Centers 18,589
TOTAL SHOPPING CENTERS
SPECIALTY 1.6%
Digital Realty Trust 36,931
TOTAL COMMON STOCK
(Identified cost $75,870,799)
PREFERRED SECURITIES $25
PAR VALUE 12.0%
BANKS 0.4%
Ally Financial, 7.375%, due
12/16/44 20,000
BANKS FOREIGN 0.3%
National Westminster Bank PLC,
7.76%,
Series C (United Kingdom) 13,358
INSURANCE MULTI-LINE FOREIGN 0.3%
ING Groep N.V., 7.375%
(Netherlands) 15,000
REAL ESTATE 11.0%
DIVERSIFIED 3.2%
Colony Financial, 8.50%, Series A 20,000
DuPont Fabros Technology,
7.875%, Series A 20,000
DuPont Fabros Technology,
7.625%, Series B 20,000
EPR Properties, 9.00%, Series E
(Convertible) 20,000
Lexington Realty Trust, 6.50%,
Series C
($50 Par Value) 22,019
National Retail Properties, 5.70% 4,991
NorthStar Realty Finance Corp.,
8.50%, Series D 19,900
Vornado Realty Trust, 6.625%,
Series | 10,000

Value

$ 2,615,442
1,326,312
2,501,117
11,016,841
1,188,209
18,647,921
25,837,582
1,814,051

98,309,144

507,800

336,354

381,000

500,000
478,800
455,400
555,200
980,946

94,829
463,471

229,500
3,758,146

15
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SCHEDULE OF INVESTMENTS (Continued)

HOTEL

Ashford Hospitality Trust, 8.45%,
Series D

Ashford Hospitality Trust, 9.00%,
Series E

Chesapeake Lodging Trust,
7.75%, Series A

Hersha Hospitality Trust, 8.00%,
Series B

Hospitality Properties Trust,
7.125%, Series D

Pebblebrook Hotel Trust, 7.875%,
Series A

Sunstone Hotel Investors, 8.00%,
Series D

INDUSTRIALS

First Potomac Realty Trust, 7.75%,
Series A

Monmouth Real Estate Investment
Corp., 7.875%,

Series B¢

OFFICE

Hudson Pacific Properties,
8.375%, Series B
RESIDENTIAL

APARTMENT

Alexandria Real Estate Equities,
7.00%, Series D
MANUFACTURED HOME
Campus Crest Communities,
8.00%, Series A

Equity Lifestyle Properties, 6.75%,
Series C

TOTAL RESIDENTIAL
SHOPPING CENTERS
COMMUNITY CENTER

Cedar Realty Trust, 7.25%, Series
B

DDR Corp., 7.375%, Series H

December 31, 2013

3.5%

0.7%

0.2%

1.0%
0.1%

0.9%

2.4%
1.2%

Number
of Shares
19,350
20,000
20,000
25,000
18,600
35,000

25,000

15,000

20,000

8,500

6,225

24,650

19,060

20,000
5,339

Value

486,072
530,200
491,800
629,750
430,218
873,950
625,000
4,066,990

362,250

497,600
859,850

224,868

156,248

608,855

437,903
1,046,758
1,203,006

460,000
133,475

17
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DDR Corp., 6.50%, Series J 25,200
Kite Realty Group Trust, 8.25%,
Series A 10,000

See accompanying notes to financial statements.
11

549,360

252,500
1,395,335

18
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SCHEDULE OF INVESTMENTS (Continued)
December 31, 2013

Number
of Shares
REGIONAL MALL 1.2%
CBL & Associates Properties,
7.375%, Series D 29,998
Pennsylvania REIT, 8.25%, Series
A 25,000

TOTAL SHOPPING CENTERS

TOTAL REAL ESTATE

TOTAL PREFERRED

SECURITIES $25 PAR VALUE

(Identified cost $13,317,073)

PREFERRED

SECURITIES CAPITAL

SECURITIES 2.0%

BANKS 0.5%

Farm Credit Bank of Texas,

10.00%, Series | 500
BANKS FOREIGN 0.8%

Banco Bilbao Vizcaya Argentaria

SA, 9.00% (Spain)e 400,000
Dresdner Funding Trust |, 8.151%,

due 6/30/31, 144A (Germany)f 500,000

INSURANCE LIFE/HEALTH

INSURANCE FOREIGN 0.7%

La Mondiale Vie, 7.625% (France) 750,000

TOTAL PREFERRED

SECURITIES CAPITAL

SECURITIES

(Identified cost $2,207,277)
Principal
Amount

CORPORATE BONDS 0.6%

INSURANCE PROPERTY

CASUALTY 0.3%

Liberty Mutual Insurance, 7.697%,

due 10/15/97, 144Af $ 375,000

REAL ESTATE SHOPPING

CENTERS 0.3%

General Shopping Finance Ltd.,

10.00%, 144A

(Cayman lIslands)ef 378,000

Value
$ 712,453
631,750
1,344,203

2,739,538
12,852,398

14,077,552

584,062

432,500

520,000
952,500

798,750

2,335,312

386,230

334,537
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TOTAL CORPORATE BONDS
(Identified cost $723,005) 720,767

See accompanying notes to financial statements.
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SCHEDULE OF INVESTMENTS (Continued)

SHORT-TERM INVESTMENTS
MONEY MARKET FUNDS

State Street Institutional Treasury
Money

Market Fund, 0.06%9

TOTAL SHORT-TERM INVESTMENTS
(Identified cost $600,000)

TOTAL INVESTMENTS

(Identified cost $92,718,154)
WRITTEN CALL OPTIONS

OTHER ASSETS IN EXCESS OF
LIABILITIES

NET ASSETS (Equivalent to $12.23 per
share based

on 9,586,556 shares of common stock
outstanding)

WRITTEN CALL OPTIONS
Gramercy Property Trust, USD Strike
Price 5.73, 4/17/14

TOTAL WRITTEN CALL OPTIONS
(Premiums received $10,982)

December 31, 2013

Number
of Shares
0.5%
600,000
99.0%
0.0
1.0
100.0%
Number
of Contracts
0.0%

545

See accompanying notes to financial statements.
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Value

$ 600,000
600,000

116,042,775
(16,808)

1,227,917

$117,253,884

©«©

(16,808)

©«

(16,808)
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COHEN & STEERS TOTAL RETURN REALTY FUND, INC.
SCHEDULE OF INVESTMENTS (Continued)
December 31, 2013
Glossary of Portfolio Abbreviations
REIT Real Estate Investment Trust
USD United States Dollar
Note: Percentages indicated are based on the net assets of the Fund.
a Non-income producing security.

b All or a portion of this security is segregated as collateral in connection with written option contracts.
$18,655 in aggregate has been segregated as collateral.

¢ llliquid security. Aggregate holdings equal 1.3% of the net assets of the Fund.

d Resale is restricted due to a lockup period on all shares, expiring on March 25, 2014. Aggregate holdings
equal 0.5% of the net assets of the Fund, all of which are illiquid.

¢ Fair valued security. This security has been valued at its fair value as determined in good faith under
procedures established by and under the general supervision of the Fund's Board of Directors. Aggregate
fair valued securities represent 0.9% of the net assets of the Fund.

 Resale is restricted to qualified institutional investors. Aggregate holdings equal 1.1% of the net assets of
the Fund, of which 0.3% are illiquid.

9 Rate quoted represents the seven-day yield of the Fund.

See accompanying notes to financial statements.
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COHEN & STEERS TOTAL RETURN REALTY FUND, INC.
STATEMENT OF ASSETS AND LIABILITIES

December 31, 2013

ASSETS:

Investments in securities, at value (Identified

cost $92,718,154) $116,042,775
Cash 787,435
Receivable for:

Dividends and interest 618,677
Investment securities sold 339,009
Other assets 594
Total Assets 117,788,490
LIABILITIES:

Payable for:

Dividends declared 340,972
Investment advisory fees 71,027
Options (Premiums received $10,982) 16,808
Directors' fees 433
Other liabilities 105,366
Total Liabilities 534,606
NET ASSETS $117,253,884
NET ASSETS consist of:

Paid-in capital $ 92,816,855
Accumulated undistributed net investment income 174,214
Accumulated undistributed net realized gain 944,020
Net unrealized appreciation 23,318,795

$117,253,884
NET ASSET VALUE PER SHARE:

($117,253,884 + 9,586,556 shares outstanding) $ 12.23
MARKET PRICE PER SHARE $ 11.99
MARKET PRICE DISCOUNT TO NET ASSET VALUE

PER SHARE (1.96)%

See accompanying notes to financial statements.
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COHEN & STEERS TOTAL RETURN REALTY FUND, INC.
STATEMENT OF OPERATIONS
For the Year Ended December 31, 2013

Investment Income:
Dividend income (net of $2,674 of foreign withholding

tax) $ 3,564,962
Interest income 272,873
Total Investment Income 3,837,835
Expenses:

Investment advisory fees 895,500
Professional fees 87,306
Shareholder reporting expenses 83,925
Administration fees 34,547
Transfer agent fees and expenses 26,321
Custodian fees and expenses 25,260
Directors' fees and expenses 7,681
Miscellaneous 36,909
Total Expenses 1,197,449
Net Investment Income 2,640,386

Net Realized and Unrealized Gain (Loss):
Net realized gain (loss) on:

Investments 8,483,470
Options 9,820
Foreign currency transactions (308)
Net realized gain 8,492,982
Net change in unrealized appreciation (depreciation) on:

Investments (7,288,053)
Options (5,826)
Net change in unrealized appreciation (depreciation) (7,293,879)
Net realized and unrealized gain 1,199,103
Net Increase in Net Assets Resulting from Operations $ 3,839,489

See accompanying notes to financial statements.
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COHEN & STEERS TOTAL RETURN REALTY FUND, INC.

STATEMENT OF CHANGES IN NET ASSETS

For the
Year Ended
December 31, 2013
Change in Net Assets:
From Operations:

Net investment income $ 2,640,386
Net realized gain 8,492,982
Net change in unrealized

appreciation

(depreciation) (7,293,879)
Net increase in net assets

resulting

from operations 3,839,489
Dividends and Distributions to Shareholders from:

Net investment income (2,728,388)
Net realized gain (8,260,892)

Total dividends and

distributions

to shareholders (10,989,280)
Capital Stock Transactions:

Increase in net assets from

Fund share

transactions 265,252
Total increase (decrease) in

net assets (6,884,539)
Net Assets:

Beginning of year 124,138,423
End of yeara $ 117,253,884

For the
Year Ended
December 31, 2012

$ 2,483,809
11,533,249

5,790,058

19,807,116
(2,475,385)
(10,976,862)

(13,452,247)

763,434
7,118,303

117,020,120
$ 124,138,423

a Includes accumulated undistributed net investment income of $174,214 and $353,450, respectively.

See accompanying notes to financial statements.
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COHEN & STEERS TOTAL RETURN REALTY FUND, INC.

FINANCIAL HIGHLIGHTS

The following table includes selected data for a share outstanding throughout each year and other
performance information derived from the financial statements. It should be read in conjunction with the

financial statements and notes thereto.

For the Year Ended December 31,

Per Share

Operating

Performance: 2013 2012
Net asset value,

beginning of year $ 12.98 $12.30

Income (loss) from investment operations:
Net investment

income 0.28a 0.27
Net realized and

unrealized gain 0.12 1.82
Total from

investment

operations 0.40 2.09
Less dividends and distributions to shareholders
from:

Net investment

income (0.28) (0.26)
Net realized gain (0.87) (1.15)

Tax return of capital

Total dividends and

distributions to

shareholders (1.15) (1.41)
Anti-dilutive effect

from the issuance of

reinvested shares 0.00p 0.00p
Net increase

(decrease) in net

asset value (0.75) 0.68
Net asset value, end

of year $ 12.23 $12.98
Market value, end of

year $ 11.99 $14.72
Total net asset

value returnc 3.00%d 16.66%¢
Total market value

returnc 11.03% 36.74%

Ratios/Supplemental Data:

Net assets, end of

year (in millions) $117.3 $124.1
0.94% 0.95%

2011

$ 12.48

0.24

0.46

0.70

(0.88)

0.000

(0.18)

$ 12.30

$ 11.91
5.91%¢
14.13%

$ 117.0
0.91%

2010

$11.06

0.29

2.56

2.85

(1.44)

0.01

1.42
$12.48
$14.88

25.41%*
71.12%

$117.9
0.96%

2009

$ 8.45

0.36

2.78

3.14

(0.37)

(0.16)

(0.53)

0.00o

2.61
$11.06
$ 9.68
40.21%
41.08%
$103.7
1.13%
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Ratio of expenses to
average daily net
assets

Ratio of net
investment income
to average daily

net assets 2.06% 1.96% 1.78% 1.99% 3.79%
Portfolio turnover
rate 53% 65% 72% 101% 101%

a Calculation based on average shares outstanding.
b Amount is less than $0.005.

¢ Total net asset value return measures the change in net asset value per share over the period indicated.
Total market value return is computed based upon the Fund's NYSE market price per share and excludes
the effects of brokerage commissions. Dividends and distributions are assumed, for purposes of these
calculations, to be reinvested at prices obtained under the Fund's dividend reinvestment plan.

d Does not reflect adjustments in accordance with accounting principles generally accepted in the United
States of America. The net asset value for financial reporting purposes and the returns based upon those
net asset values differ from the net asset value and returns reported on December 31, 2012.

e Does not reflect adjustments in accordance with accounting principles generally accepted in the United
States of America. The net asset value for financial reporting purposes and the returns based upon those
net asset values differ from the net asset value and returns reported on December 31, 2010.

See accompanying notes to financial statements.
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COHEN & STEERS TOTAL RETURN REALTY FUND, INC.
NOTES TO FINANCIAL STATEMENTS
Note 1. Organization and Significant Accounting Policies

Cohen & Steers Total Return Realty Fund, Inc. (the Fund) was incorporated under the laws of the State of
Maryland on September 4, 1992 and is registered under the Investment Company Act of 1940, as
amended (the 1940 Act), as a non-diversified, closed-end management investment company. The Fund's
investment objective is high total return.

The following is a summary of significant accounting policies consistently followed by the Fund in the
preparation of its financial statements. The policies are in conformity with accounting principles generally
accepted in the United States of America (GAAP). The preparation of the financial statements in
accordance with GAAP requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities at the date of the financial statements and the reported amounts of income
and expenses during the reporting period. Actual results could differ from those estimates.

Portfolio Valuation: Investments in securities that are listed on the NYSE are valued, except as indicated
below, at the last sale price reflected at the close of the NYSE on the business day as of which such value
is being determined. If there has been no sale on such day, the securities are valued at the mean of the
closing bid and ask prices on such day or, if no ask price is available, at the bid price. Exchange traded
options are valued at their last sale price as of the close of options trading on applicable exchanges on the
valuation date. In the absence of a last sale price on such day, options are valued at the average of the
quoted bid and ask prices as of the close of business. Over-the-counter options are valued based upon
prices provided by the respective counterparty.

Securities not listed on the NYSE but listed on other domestic or foreign securities exchanges are valued in
a similar manner. Securities traded on more than one securities exchange are valued at the last sale price
reflected at the close of the exchange representing the principal market for such securities on the business
day as of which such value is being determined. If after the close of a foreign market, but prior to the close
of business on the day the securities are being valued, market conditions change significantly, certain
non-U.S. equity holdings may be fair valued pursuant to procedures established by the Board of Directors.

Readily marketable securities traded in the over-the-counter market, including listed securities whose
primary market is believed by Cohen & Steers Capital Management, Inc. (the advisor) to be
over-the-counter, are valued at the last sale price on the valuation date as reported by sources deemed
appropriate by the Board of Directors to reflect their fair market value. If there has been no sale on such
day, the securities are valued at the mean of the closing bid and ask prices on such day or, if no ask price
is available, at the bid price. However, certain fixed-income securities may be valued on the basis of prices
provided by a pricing service when such prices are believed by the advisor, pursuant to delegation by the
Board of Directors, to reflect the fair market value of such securities.

Short-term debt securities with a maturity date of 60 days or less are valued at amortized cost, which
approximates fair value. Investments in open-end mutual funds are valued at their closing net asset value.
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COHEN & STEERS TOTAL RETURN REALTY FUND, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)

The policies and procedures approved by the Fund's Board of Directors delegate authority to make fair
value determinations to the advisor, subject to the oversight of the Board of Directors. The advisor has
established a valuation committee (Valuation Committee) to administer, implement and oversee the fair
valuation process according to the policies and procedures approved annually by the Board of Directors.
Among other things, these procedures allow the Fund to utilize independent pricing services, quotations
from securities and financial instrument dealers and other market sources to determine fair value.

Securities for which market prices are unavailable, or securities for which the advisor determines that the
bid and/or ask price or a counterparty valuation does not reflect market value, will be valued at fair value,
as determined in good faith by the Valuation Committee, pursuant to procedures approved by the Fund's
Board of Directors. Circumstances in which market prices may be unavailable include, but are not limited
to, when trading in a security is suspended, the exchange on which the security is traded is subject to an
unscheduled close or disruption or material events occur after the close of the exchange on which the
security is principally traded. In these circumstances, the Fund determines fair value in a manner that fairly
reflects the market value of the security on the valuation date based on consideration of any information or
factors it deems appropriate. These may include, but are not limited to, recent transactions in comparable
securities, information relating to the specific security and developments in the markets.

Foreign equity fair value pricing procedures utilized by the Fund may cause certain non-U.S. equity
holdings to be fair valued on the basis of fair value factors provided by a pricing service to reflect any
significant market movements between the time the Fund values such securities and the earlier closing of
foreign markets.

The Fund's use of fair value pricing may cause the net asset value of Fund shares to differ from the net
asset value that would be calculated using market quotations. Fair value pricing involves subjective
judgments and it is possible that the fair value determined for a security may be materially different than the
value that could be realized upon the sale of that security.

Fair value is defined as the price that the Fund would expect to receive upon the sale of an investment or
expect to pay to transfer a liability in an orderly transaction with an independent buyer in the principal
market or, in the absence of a principal market, the most advantageous market for the investment or
liability. The hierarchy of inputs that are used in determining the fair value of the Fund's investments is
summarized below.

» Level 1 quoted prices in active markets for identical investments

» Level 2 other significant observable inputs (including quoted prices for similar investments, interest rates,
credit risk, etc.)

» Level 3 significant unobservable inputs (including the Fund's own assumptions in determining the fair value
of investments)

The inputs or methodology used for valuing securities are not necessarily an indication of the risk
associated with investing in those securities.
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For movements between the levels within the fair value hierarchy, the Fund has adopted a policy of
recognizing the transfer at the end of the period in which the underlying event causing the movement
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COHEN & STEERS TOTAL RETURN REALTY FUND, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)

occurred. Changes in valuation techniques may result in transfers into or out of an assigned level within the
disclosure hierarchy. As of December 31, 2013, there were net transfers of $582,597 between Level 1 and
Level 2, which resulted primarily from a change in the use of an evaluated mean price, supplied by an
independent pricing service, to an exchange traded price for one security.

The following is a summary of the inputs used as of December 31, 2013 in valuing the Fund's investments
carried at value:

Quoted Prices
In Active Other
Markets for Significant Significant
Identical Observable Unobservable
Investments Inputs Inputs
Total (Level 1) (Level 2) (Level 3)2
Common
Stock Real Estate
Industrials $ 7,301,074 $ 6,670,880 $ $ 630,194bc
Common
Stock Real Estate
Other Industries 91,008,070 91,008,070
Preferred
Securities $25
Par
Value Real Estate
Residential Apartment 156,248 156,248
Preferred
Securities $25
Par
Value Other
Industries 13,921,304 13,921,304
Preferred
Securities Capital
Securities 2,335,312 2,335,312
Corporate Bonds 720,767 720,767
Money Market
Funds 600,000 600,000
Total
Investmentsd $116,042,775 $ 111,600,254 $ 3,812,327 $ 630,194
Written Call
Options $ (16,808) $ $ (16,808) $
Total
Depreciation in
Other Financial
Instrumentsd $ (16,808) $ $ (16,808) $
a Certain of the Fund's investments are categorized as Level 3 and were valued utilizing third party pricing
information without adjustment. Such valuations are based on significant unobservable inputs. A change in
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the significant unobservable inputs could result in a significantly lower or higher value in such Level 3
investments.

b Private placement in a public entity classified as a Level 3 is valued at a discount to quoted market prices
to reflect a lock-up restriction ascribed to those shares.

¢ Fair valued, pursuant to the Fund's fair value procedures utilizing significant unobservable inputs and
assumptions.

d Portfolio holdings are disclosed individually on the Schedule of Investments.
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COHEN & STEERS TOTAL RETURN REALTY FUND, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)

Following is a reconciliation of investments for which significant unobservable inputs (Level 3) were used in
determining fair value:

Corporate
Common Preferred Bonds
Stock Securities Real
Total Real Capital Estate
Investments Estate Securities Shopping
in Securities Industrials Banks Centers
Balance as of
December 31,
2012 $ 1,785,406 $ $ 624,219 $ 1,161,187
Realized gain
(loss) (31,338) (31,338)
Purchases 485,938 485,938
Sales (710,662) (710,662)
Change in
unrealized
appreciation
(depreciation) 19,450 144,256 (40,156) (84,650)
Transfers out of
Level 32 (918,600) (584,063) (334,537)

Balance as of

December 31,

2013 $ 630,194 $ 630,194 $ $

The change in unrealized appreciation (depreciation) attributable to securities owned on December 31,
2013 which were valued using significant unobservable inputs (Level 3) amounted to $144,256.

a As of December 31, 2012, the Fund used significant unobservable inputs in determining the value of
certain investments. As of December 31, 2013, the Fund used significant observable inputs in determining
the value of the same investments.

The following table summarizes the quantitative inputs and assumptions used for investments categorized
in Level 3 of the fair value hierarchy.

Fair Value at Valuation Unobservable
December 31, 2013 Technique Inputs Range
Common
Stock Market Price
Real Estate Less Liquidity
Industrials $ 630,194 Discount Discount 7.5%

The significant unobservable inputs utilized in the fair value measurement of the Fund's Level 3 equity
investment in Common Stock Real Estate Industrials are a discount to quoted market prices to reflect a
lock-up restriction ascribed to those shares. Significant changes in these inputs may result in a materially
higher or lower fair value measurement.
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COHEN & STEERS TOTAL RETURN REALTY FUND, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)

Security Transactions and Investment Income: Security transactions are recorded on trade date. Realized
gains and losses on investments sold are recorded on the basis of identified cost. Interest income is
recorded on the accrual basis. Discounts are accreted and premiums are amortized over the life of the
respective securities. Dividend income is recorded on the ex-dividend date, except for certain dividends on
foreign securities, which are recorded as soon as the Fund is informed after the ex-dividend date.
Distributions from Real Estate Investment Trusts (REITs) are recorded as ordinary income, net realized
capital gain or return of capital based on information reported by the REITs and management's estimates of
such amounts based on historical information. These estimates are adjusted when the actual source of
distributions is disclosed by the REITs and actual amounts may differ from the estimated amounts.

Options: The Fund writes covered call options on securities and may write put or call options on an index
and put options on securities with the intention of earning option premiums. Option premiums may increase
the Fund's realized gains and therefore may help increase distributable income. When the Fund writes
(sells) an option, an amount equal to the premium received by the Fund is recorded on the Statement of
Assets and Liabilities as a liability. The amount of the liability is subsequently marked-to-market to reflect
the current market value of the option written. When an option expires, the Fund realizes a gain on the
option to the extent of the premium received. Premiums received from writing options which are exercised
or closed are added to or offset against the proceeds or amount paid on the transaction to determine the
realized gain or loss. If a put option on a security is exercised, the premium reduces the cost basis of the
security purchased by the Fund. If a call option is exercised, the premium is added to the proceeds of the
security sold to determine the realized gain or loss. The Fund, as writer of an option, bears the market risk
of an unfavorable change in the price of the underlying index or security. Other risks include the possibility
of an illiquid options market or the inability of the counterparties to fulfill their obligations under the
contracts.

Foreign Currency Translation: The books and records of the Fund are maintained in U.S. dollars.
Investment securities and other assets and liabilities denominated in foreign currencies are translated into
U.S. dollars based upon prevailing exchange rates on the date of valuation. Purchases and sales of
investment securities and income and expense items denominated in foreign currencies are translated into
U.S. dollars based upon prevailing exchange rates on the respective dates of such transactions. The Fund
does not isolate that portion of the results of operations resulting from fluctuations in foreign exchange rates
on investments from the fluctuations arising from changes in market prices of securities held. Such
fluctuations are included with the net realized and unrealized gain or loss on investments.

Net realized foreign exchange gains or losses arise from sales of foreign currencies, including gains and
losses on forward foreign currency exchange contracts, currency gains or losses realized between the
trade and settlement dates on securities transactions, and the difference between the amounts of
dividends, interest, and foreign withholding taxes recorded on the Fund's books and the U.S. dollar
equivalent of the amounts actually received or paid. Net unrealized foreign exchange gains and losses
arise from changes in the values of assets and liabilities, other than investments in securities, on the date
of valuation, resulting from changes in exchange rates. Pursuant to U.S. federal income tax
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COHEN & STEERS TOTAL RETURN REALTY FUND, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)

regulations, certain foreign currency gains/losses included in realized and unrealized gains/losses are
included in or are a reduction of ordinary income for federal income tax purposes.

Foreign Securities: The Fund may directly purchase securities of foreign issuers. Investing in securities of
foreign issuers involves special risks not typically associated with investing in securities of U.S. issuers.
The risks include possible revaluation of currencies, the ability to repatriate funds, less complete financial
information about companies and possible future adverse political and economic developments. Moreover,
securities of many foreign issuers and their markets may be less liquid and their prices more volatile than
securities of comparable U.S. issuers.

Dividends and Distributions to Shareholders: Dividends from net investment income and capital gain
distributions are determined in accordance with U.S. federal income tax regulations, which may differ from
GAAP. Dividends from net investment income, if any, are declared and paid quarterly. Net realized capital
gains, unless offset by any available capital loss carryforward, are typically distributed to shareholders at
least annually. Dividends and distributions to shareholders are recorded on the ex-dividend date and are
automatically reinvested in full and fractional shares of the Fund in accordance with the Fund's
Reinvestment Plan, unless the shareholder has elected to have them paid in cash.

On December 13, 2011, the Fund's Board of Directors announced that the Fund implemented a managed
distribution policy in accordance with exemptive relief issued by the Securities and Exchange Commission.
This policy gives the Fund greater flexibility to realize long-term capital gains throughout the year and to
distribute those gains on a more regular basis to shareholders. Therefore, regular quarterly distributions
throughout the year may include a portion of estimated realized long-term capital gains, along with net
investment income, short-term capital gains and return of capital, which is not taxable. In accordance with
the relief, the Fund is required to adhere to certain conditions in order to distribute long-term capital gains
during the year. For the year ended December 31, 2013, the Fund paid distributions from both net
investment income and net realized capital gains.

Income Taxes: It is the policy of the Fund to continue to qualify as a regulated investment company, if such
qualification is in the best interest of the shareholders, by complying with the requirements of Subchapter M
of the Internal Revenue Code applicable to regulated investment companies, and by distributing
substantially all of its taxable earnings to its shareholders. Accordingly, no provision for federal income or
excise tax is necessary. Dividend and interest income from holdings in non-U.S. securities is recorded net
of non-U.S. taxes paid. Management has analyzed the Fund's tax positions taken on federal income tax
returns as well as its tax positions in non-U.S. jurisdictions in which it trades for all open tax years and has
concluded that as of December 31, 2013, no additional provisions for income tax are required in the Fund's
financial statements. The Fund's tax positions for the tax years for which the applicable statutes of
limitations have not expired are subject to examination by the Internal Revenue Service, state departments
of revenue and by foreign tax authorities.

Note 2. Investment Advisory Fees and Other Transactions with Affiliates

Investment Advisory Fees: The advisor serves as the Fund's investment advisor pursuant to an investment
advisory agreement (the investment advisory agreement). Under the terms of the investment
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COHEN & STEERS TOTAL RETURN REALTY FUND, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)
advisory agreement, the advisor provides the Fund with day-to-day investment decisions and generally
manages the Fund's investments in accordance with the stated policies of the Fund, subject to the

supervision of the Board of Directors.

For the services provided to the Fund, the advisor receives a fee, accrued daily and paid monthly, at the
annual rate of 0.70% of the average daily net assets of the Fund.

Directors' and Officers’ Fees: Certain directors and officers of the Fund are also directors, officers, and/or
employees of the advisor. The Fund does not pay compensation to directors and officers affiliated with the
advisor except for the Chief Compliance Officer, who received compensation from the advisor which was
reimbursed by the Fund in the amount of $1,553 for the year ended December 31, 2013.

Note 3. Purchases and Sales of Securities

Purchases and sales of securities, excluding short-term investments, for the year ended December 31,
2013, totaled $66,186,356 and $72,715,995, respectively.

Transactions in written options year ended December 31, 2013, were as follows:

Number

of Contracts Premiums
Options outstanding at December 31,
2012 $
Options written 791 20,802
Options expired (246) (9,820)
Options outstanding at December 31,
2013 545 $ 10,982

Note 4. Derivative Investments

The following tables present the value of derivatives held at December 31, 2013, and the effect of
derivatives held during the year ended December 31, 2013, along with the respective location in the
financial statements. The volume of activity for written options for the year ended December 31, 2013 is
summarized in Note 3.

Statement of Assets and Liabilities

Assets Liabilities
Derivatives Location Fair Value Location Fair Value
Option Payable for
contracts $ Options $ 16,808
Statement of Operations
Change in

Realized Unrealized
Derivatives Location Gain Depreciation
Option contracts $ 9,820 $ (5,826)
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Net Realized and Unrealized Gain
(Loss)
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COHEN & STEERS TOTAL RETURN REALTY FUND, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)

At December 31, 2013, the Fund's derivative assets and liabilities (by type), which are subject to a master
netting agreement, are as follows:

Derivative Financial Instruments Assets Liabilities

Written call options $ $ 16,808

The following table presents the Fund's derivative liabilities by counterparty net of amounts available for
offset under a master netting agreement and net of the related collateral pledged by the Fund, if any, as of
December 31, 2013:

Gross Amounts Financial
of Liabilities Instruments and
Presented in the Derivatives Net Amount
Statement of Assets Available for Collateral of Derivative

Counterparty and Liabilitites Offset Pledgeda LiabilitiesP
Morgan
Stanley & Co.
International
PLC $ 16,808 $ $ $ 16,808

a |n some instances, the actual collateral pledged may be more than amount shown.

b Net amount represents the net payable due to the counterparty in the event of default.
Note 5. Income Tax Information

The tax character of dividends and distributions paid was as follows:

For the Year Ended
December 31,

2013 2012
Ordinary income $ 3,424,754 $ 6,407,432
Long-term capital gain 7,564,526 7,044,815
Total dividends and distributions $10,989,280 $13,452,247

As of December 31, 2013, the tax-basis components of accumulated earnings and the federal tax cost
were as follows:

Cost for federal income tax purposes $93,351,817
Gross unrealized appreciation $25,576,538
Gross unrealized depreciation (2,885,580)
Net unrealized appreciation $22,690,958
Undistributed long-term capital gains $ 1,522,802

As of December 31, 2013, the Fund had temporary book/tax differences primarily attributable to wash sales
on portfolio securities and permanent book/tax differences primarily attributable to prior year REIT
adjustments. To reflect reclassifications arising from the permanent differences, paid-in capital
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COHEN & STEERS TOTAL RETURN REALTY FUND, INC.
NOTES TO FINANCIAL STATEMENTS (Continued)

was credited $5,868, accumulated undistributed net realized gain was credited $85,366 and accumulated
undistributed net investment income was charged $91,234. Net assets were not affected by this
reclassification.

Note 6. Capital Stock
The Fund is authorized to issue 100 million shares of common stock at a par value of $0.001 per share.

During the year ended December 31, 2013, the Fund issued 19,243 shares of common stock for the
reinvestment of dividends in an amount of $265,252. During the year ended December 31, 2012, the Fund
issued 55,456 shares of common stock for the reinvestment of dividends.

On December 10, 2013, the Board of Directors approved the continuation of the delegation of its authority
to management to effect repurchases, pursuant to management's discretion and subject to market
conditions and investment considerations, of up to 10% of the Fund's common shares outstanding (Share
Repurchase Program) from January 1, 2014 through December 31, 2014. During the years ended
December 31, 2013 and December 31, 2012, the Fund did not effect any repurchases.

Note 7. Other

In the normal course of business, the Fund enters into contracts that provide general indemnifications. The
Fund's maximum exposure under these arrangements is dependent on claims that may be made against
the Fund in the future and, therefore, cannot be estimated; however, based on experience, the risk of
material loss from such claims is considered remote.

Note 8. Reorganization

On December 10, 2013, the Boards of Directors of Cohen & Steers Dividend Majors Fund, Inc. (DVM) and
the Fund have approved the reorganization and merger of DVM into the Fund, pursuant to which the Fund
would continue as the surviving fund (the Reorganization).

Shareholders will be asked to vote on the Reorganization at a special meeting expected to be held on April
24, 2014. The Reorganization, if approved, is expected to occur in the second quarter of 2014, subject to
the required approval of shareholders of both funds. A notice and proxy statement was filed with the SEC
on February 12, 2014 and will be mailed to shareholders of record of both funds, as of January 30, 2014,
on or about February 24, 2014.

Note 9. Subsequent Events
Management has evaluated events and transactions occurring after December 31, 2013 through the date

that the financial statements were issued, and has determined that no additional disclosure in the financial
statements is required.
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COHEN & STEERS TOTAL RETURN REALTY FUND, INC.
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
Cohen & Steers Total Return Realty Fund, Inc.

In our opinion, the accompanying statement of assets and liabilities, including the schedule of investments,
and the related statements of operations and of changes in net assets and the financial highlights present
fairly, in all material respects, the financial position of Cohen & Steers Total Return Realty Fund, Inc. (the
"Fund") at December 31, 2013, the results of its operations for the year then ended, the changes in its net
assets for each of the two years in the period then ended and the financial highlights for each of the five
years in the period then ended, in conformity with accounting principles generally accepted in the United
States of America. These financial statements and financial highlights (hereafter referred to as "financial
statements") are the responsibility of the Fund's management. Our responsibility is to express an opinion
on these financial statements based on our audits. We conducted our audits of these financial statements
in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audits, which included confirmation of securities at December
31, 2013 by correspondence with the custodian and brokers, provide a reasonable basis for our opinion.

PricewaterhouseCoopers LLP

New York, New York
February 26, 2014

28

47



Edgar Filing: COHEN & STEERS TOTAL RETURN REALTY FUND INC - Form N-CSR

48



Edgar Filing: COHEN & STEERS TOTAL RETURN REALTY FUND INC - Form N-CSR

COHEN & STEERS TOTAL RETURN REALTY FUND, INC.
AVERAGE ANNUAL TOTAL RETURNS

(Periods ended December 31, 2013) (Unaudited)

Based on Net Asset Value Based on Market Value
Since Since
Inception Inception
One Year Five Years Ten Years (09/27/93) One Year Five Years Ten Years (09/27/93)
3.00% 17.48% 7.73% 9.73% 11.03% 20.33% 7.06% 9.24%

The performance data quoted represent past performance. Past performance is no guarantee of future
results. The investment return will vary and the principal value of an investment will fluctuate and shares, if
sold, may be worth more or less than their original cost. Current performance may be lower or higher than
the performance data quoted. Current total returns of the Fund can be obtained by visiting our website at
cohenandsteers.com. The Fund's returns assume the reinvestment of all dividends and distributions at
prices obtained under the Fund's dividend reinvestment plan.

TAX INFORMATION 2013 (Unaudited)

Pursuant to the Jobs and Growth Relief Reconciliation Act of 2003, the Fund designates qualified dividend
income of $503,790. Additionally, 3.08% of the ordinary dividends qualified for the dividends received
deduction available to corporations. Also, the Fund designates a long-term capital gain distribution of
$7,364,007 at the 20% maximum rate and $200,519 at the 25% maximum rate.

REINVESTMENT PLAN

The Fund has a dividend reinvestment plan commonly referred to as an "opt-out" plan (the Plan). Each
common shareholder who participates in the Plan will have all distributions of dividends and capital gains
(Dividends) automatically reinvested in additional common shares by Computershare as agent (the Plan
Agent). Shareholders who elect not to participate in the Plan will receive all Dividends in cash paid by
check mailed directly to the shareholder of record (or if the shares are held in street or other nominee
name, then to the nominee) by the Plan Agent, as dividend disbursing agent. Shareholders whose common
shares are held in the name of a broker or nominee should contact the broker or nominee to determine
whether and how they may participate in the Plan.

The Plan Agent serves as agent for the shareholders in administering the Plan.