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Our vision is continucus improvement, ensuring
that: investors understand us and are keen to invest;
customers recommend us and want to expand with
us; employees are proud of the Company and are
encouraged to develop their skills; competitors
respect us; and government and suppliers want

to work with us.
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® The leading European provider of flexible business space
B 949% of assets in flexible business space
m Continuous change for continuous improvement

® Structural reshaping largely completed
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Financial highlights

+22%

Net Asset Value

+34%

Earnings Per Share

Year to 31 December

2005
Diluted adjusted NAV per share” 680.4p
Profit before tax £582.3m
Adjusted profit before tax £120.4m
Basic EPS 91.7p
Diluted adjusted EPS* 24.3p
Total dividend 17.5p
Adjusted gearing” 62%
Loan to value ratio 42%
Equity shareholders’ funds £2.440m
Total property pertfclio - including share of ioint ventures £5,137.8m

* For defintions of acjustments to reported numbers, see Glossary, page 136.
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2004
Restated

558.4p
£388.0m
£120.1m
68.5p
24.4p
16.0p
51%
34%
£2,165m

£3,987.5m

1+9.4%

Total Dividend for Year

Change
%

up21.8%
up 50%

up 34%
up 9.4%
up 11%

up 8%
up 18%

up 29%




Group at a glance

UK

With assets of £3.6 bilion, 1,353 customers and a rent roll
of £183 millien, Stough Estates’ UK Business represents
over 70 per cent of the Group by value. The strategy in the
UK is to concentrate on praviding flexible business space,
particularly indusirial and warehouse buildings, to a diverse
range of customers. The tearmn has increasingly focused on
assembling a critical mass of property within its key areas of
cperation by developing or acquiring major estates, such as
Heywood in Manchester and Woodside in Dunstable.

The same benefits are achieved by managing smaller multi-
let estates as a single entity, to offer customers flexibility to
expand ther premises as well as providing efficient service
delivery suited to their business needs.

Slough Estates International Portfolio

Continental Europe

Slough Estates’ approach in Continental Europeisto
expand in strategic locations, with a focus on business
centres in the logistics, suburban office and light incustrial
sectars. This expansion is achieved by 1everaging and
growing close customer relationships on a Pan-European
level, and calling upon the experience of a management
team of local naticnals who understand their individual
markets. Over the course of 2005, Continental European
operations doubled interms of gecgraphical coverage,
assets under management, land bank and personnel.
COperations expanded in Germany and France and new
aperations were acquired in the target markets of the
Netherlands, Poland, Hungary and the Czech Republic.
In Germany, the strategy has been adapled to change
from a niche trader to along-term investaor.

Gross
Rental Valuation at
Income 31 December
200" 2005
2m £m
UK
Industrial 142 6 25417
Office 304 489.0
Retall 10.6 216.¢
Land - 3104
' Total 1836 3.558.0
Continental Europe
Indlustrial 12.6 2004
Office 8.2 132.4
Retail . 1.1 15.0
Land/Work in progress - 33.6
Total 219 381.4
North America
Office/R&D 60.8 712.2
Land/Work in progress - 224.8
Total 60.8 937.0
Group total™ 266.3 48764

Total Reversionary/
Property (over-rented)
Valuation Return Initial {including
Surplus {ungeared) Yield™* vacant space}
£ % % %
2469 184 5.4 22.2
48.5 17.9 6.5 21
28.4 21.2 4.8 12.3
(2.4) - - -
3214 170 5 180
57 1.7 6.5 9.6
20 9.1 8.7 16.9
2.3 28,7 7.8 -
(1.4) 4.4 - -
8.6 9.8 6.0 1.9
86.5 277 80 5.2
41.0 288 - -
127.5 280 6.1 5.2)
457.5 184 5.3 12.9

" Represents gross rental income receivable for the year, excluding exceptionai lease surrenders and calculated under IFRS
“* Passing rent at 31 December 2005 as a percentage of property valuation, including vacant space and land.

“** Excludes joint veniures.

North America

Over the past three vears Slough Estates has created
substantial value for shareholders through the pursuit of
development cpportunities in the US life sciences industry.
The Company's North American business is positioned to
capitalise upon the growing demand for space from biotech
companies, with a strategy in place 1o address the prudent
management of risk. This strategy is based cn: investment
inmajor clusters of fe sciences activity; construction of
flexible, durable and adaptable industry faciiities; and
development of critical mass by providing facilities that

can expand to meet clients’ needs.

Investment portfolio*
By vaiue, by location

Sector %

& a :
. M Europe 8
W North America 19 7

Investment portfolio*
By value, by sector. Flexible business space 94%

‘ Sector %
W Industrial 56
W Cfiice 14
H R&D 14
W Rotail o]

* Includes share of joint ventures.
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Chairman’s statement

We have achieved excellent
returns for shareholders in 2005.
Significant progress has also been
made in positioning the Company
to meet the requirements of its
long-term strategy and, as a
result, | believe that the prospects
for the future are as exciting now
as they have been at any time

in the Company’s existence.

Paul Orchard-Lisle
Chaiman
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The headline figures are that in the 12-month
period, the adjusted diluted net asset value

of our property portfolio increased per share
by 22 per cent 1o 680 pence while adjusted
difuted earnings per share were at 24.3 pence.
Aresolution will be put in front of the Annual
General Mesting that, if approved, would
increase the total dividend for the year by

9.4 per cent over that paid in 2004.

QOur expertise and focus is the creation,
investment and management of good quality,
flexible business space in the most sought-
after trading locations. In pursuit of those
objectives during the year, we have acquired
assets in the UK, Continental Europe and
North America while at the same time seling
properties that we could not see performing

in the future at the levels we require.
Altogether, during 2005 we acquired mora
than 200 ha of land. Other notable acquisitions
were at Heywood, Manchester, and Dunstable
in the UK. Our drive to expand in Continental
Europe led to our acquisition of a controlling
interest in the very successful Mainland
property development company in the
Netherlands alongside the purchase of
investment and development propertias in
Germany and the acquisition of two important
new sites around Paris. In the US we have
continued our very successful development
prograrmme in Galifornia, where highlights
included the start of construction on
Genentech’s £191.3 million campus in

South San Francisco, and the exercise by
Armgen of an option for the construction of
an 8,600 sa.m. office and laboratory facility,
also in South San Francisco.

Just as important as acquisitions are
lettings and sales. Highlights of our leasing
programme included record UK lettings
of 224,000 sq.m,

lLocking forward, there is considerable
potential to maximise the returns from the
current portfolio while also moving ahead with
our expansion programme. ltis intrinsic that
a property company such as curs fakes its
decisions ahead of the cccupational market
and particularly invests in areas of potential
growth. Continental Europe will offer us many
such opportunities and is likely to

be a significant area for new investment

by Slough Estates in the immediate future.

| see the introduction of REITs (Real Estate
Investment Trusts) as a potentially attractive
vehicle for investors, but they de nct change
the underlying requirerment for skitled and
imaginative managers. It would be foolish
to believe that conversion into a REIT alone
necessarily creates better iong-term
performance. The need to own the right
assets and to have the right managerment
team in place will continue. It is important to
note that at the time of writing, key aspects
of the REMs structure are not yet known.

——



Within the Company, and indeed for many
people outside the Company, the second part
of 2005 was over-shadowed by the iiness and
then tragically the death of Sir Nigel Mobbs.
Many people have written and spoken about
hirm in terms far more eloguent than mine.
Even so | place on record cur enormous debt
to him for what he achieved at Slough Estates
in laying the foundations for the growih that
we are now enjoying. His leadership, his ability
and his decisiveness created a wonderful
working atmosphere within the Cempany and
his companionship was invariably exhilarating.
Finding his eventual long-term successor will
not be an easy matter, but a search is in hand.

At the Annual General Meeting sadiy we shall
bid farewell o Lord MacGregor of Pulham
Market who has been a director of the Company
far eleven years. His ready grasp of the main
issues confronting us, his chairmanship of oyfr
Audit Committee and his contribution to our
debates in the boardroom have been
exemplary. We shall miss him greatly. A new
arrival on the Board is Mr Thom Wernink,

a Dutch citizen who until recently was
Chairman of the European Public Real Estate

—"“‘”

Kingston who has held that job for 10 years,
Mr Kingston will continue on the Board as
Chairman, Continental Europe. | pay tribute
to Dick Kingsten’s achievements while he was
cur Finance Director. His steadying influence
and meticulous attention to detail as well as
his deep understanding of our business have
been a strength to the Company.

Likewise, | acknowledge the unfailing hard
work and perseverance of our staffin each
country in which we are represented and
at every level. The directors and the
sharehclders alike are fortunate to have
their contributions.

Looking forward, it is clear that there will be
many significant developments in the next
few mol ur fask is to use the assets,

apabilities and reputa f the Company

positionad tp do so.

o

Association. As such he has a well-established  Paul Orchard-Lisle

reputation as one of the leading real estate
experts in Continental Europe and | am
confident that he will add materially to our
discussions. We also welcome ento the Board
David Sleath who became our Finance
Director on 1 January, 20086 replacing Dick

—

Chairman

Dividends per share

pence

13.1p

17.5p

15.0p
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Chief Executive’s review

2005 has been an exceptional
year for the Company. We are
now seeing significant benefits
from the changes initiated in 2003.

lan Coull
Chief Executive
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Slough Estates International (SEI} has
delivered a strong set of results, making geod
progress on a number of key objectives.

Our flexible business space focus is now firmly
in place, reprasenting 94 per cent of our
porticlio. In markets showing littie if any rental
growth we have been very actively managing
our assets for value, delivering a 22 per cent
uplift in net asset value (NAV). We have grown
our flcor space by 34 per cent to over 4 million
sa.m. under management and we are building
on our position as the European leader in this
specialised area of flexible business space.

In 2005 SEI bought and sald £895 million cf
asssts. Cver a two-year period, SEl has been
involved in approximately £1.8 billion worth

of transactions. In 2005 we made major
acqulisitions in North America, the UK and in
particular in Continental Furope, where by the
end of the year we had doubled the size of our
portfolio. By the end of 20C5 our davelopment
pipeline had grown to 2.5 miflion sg.m., with
an expected aggregate expenditure of some
£2.6 billion, and we are well placed to realise
Its value potential.

The 22 per cent increase in NAV per share was
driven not only by market vield compression
but also by direct management input from the
record level of lettings, from a valuation uplift
in our development projects and from an uplift
in the value of the assets acquired during the
year. Heywood and Woodside alone delivered
year-end valuation gains of almost eight per
cent since the acquisition of the holding entities
in mig-year. Similarly, the US acquisitions
delivered almost 10 per cent of uplift since

acquisition. Total returns on our UK industrial
properties at 18.4 per cent were identical

to the Investment Property Databank (IPD)
industrial index. In 2005 we made good
progress against our key target voids — such
as the prime site taken by Research In Motion
(BiackBerry®) on the Slough Trading Estate.

We report a profit before tax, excluding
valuation gains and excepticnals of £120.4
million, unchanged on last year - reflecting

the generally flat rental trends in 2005 and

the disposals we made at the end of 2004.
We delivered a record level of lettings of over
364,000 sq.m. and, although this was 1o some
extent offset by space returned, in many cases
space was brought back in order to create
fresh redevelopment cpportunities. The UK
achieved significant progress with voids down
from 12.1 per cent tc 10.8 per cent.

A key differentiator for SElis our major
development programme and much of the
vacancy we record therefore represents an
opportunity to enhance value. Similarly,
acquisitions of portfolios with voids will
naturally increase our vacancy levels but,
actually, represent a significant cpportunity
for us. Stripping out recent major acquisitions
and completed development sites, the
underlying SEf vacancy is down from 9.8
per centto 8.1 per cent.

We have been actively managing our assets
for value —locking in gains by making
disposals (£136 millon profit against book
value in 2005} and reinvesting where there are
greater opportunities. Our profit performance
was achieved despite the {oss of significant
income from those assets sold as part of the
recycling programme.

Strength in both NAY and profit resulted in

total returns for the year of 24.8 per cent.

Our strong financial performance, coupled
with confidence in the future performance of
the business, has led the Board to recormmend
a final dividend of 11p per share, making the
total dividend for the year 17.5p per share,
anincrease of 9.4 per cent on 2004.

Qutlook

2006 has got off to a good start. We have
achieved 100,000 sa.m. of new lettings in
Continental Eurcpe and we have seen an early
increase in the level of UK leasing activity
leading to a further reduction in vacancy rates
by the end of February. Whilst there has been
some limited evidence that rental levels are
edging up, we do not expect 1o see significant




growth in market rentals in 2006. Theare s
further evidence of yield compression in the
early part of 2006 but the indications are that

Overview — UK
The portfolic in the UK is at the heart of our
business and, athough we are expanding our

Focusing cur portfolic
2005: 94% Flexible business space

this is not likely to be as sustained as we Continental European business, we expect Sedtor %
experienced in 2005. the UK to remain the financial driver for the W industria! 68

Group for the foreseeable future. The UK MW Suburban Ofiice 14
The recent dynamic pace of change continues.  business perfarmance has been flai for a W R&D 14
Our focused business model and our core few years, so we took the decision at the W Retail &

areas of expertise leave us well positioned to
generate strong levels of retumns for investors.
We are in good shape.

The portfolic
The Group's investment and development
portfolio is simmarised in the table below:

Good valuation surpluses were achieved
in alt regions, countries and asset classes.

baginning of 2005 o significantly changs the
way we operated in the UK. We changed our
in-house managernent structure from the
previous functional reporting model and
created six new, market-facing geographic
regions, each headed by a Regicnal Director.
This change has created a ¢lear ownership cf
the value creation within each region and has
ensured that business decisions are now
taken on the basis of this overall value creation

Particularly strong performances were rather than on a narrower, functional basis.
delivered in the Slough Trading Estate and The new regional teams were created at the
in North America — the latter building on beginning of April and we believe that the
several successive years of strong excellent financial performanca in the second
performance and the Slough Trading Estate half of the year was due substantially to the
benefiting from an improved product offer cultural change which has followed this
and a marksting re-launch, restructuring. We expect to see more benefits
emerging this year and beyond.
Total retums of 18,4 per cent on our UK
industrial properties were in line with the IPD
industrial index.
Reversionary/
Gross Valuation Total {over-rented)
Rental at 31 Property {including
Income  December Valuation Return Initial vacant
2005 20056 Surplus  {ungeared) Yield™ space)
Em jan £m % % %
UK
Slough 734 1,313.1 145.8 19.5 5.3 14.1
South London & South of England 14.4 403.9 293 12.8 35 358
North London & East of England 21.5 472.0 33.4 14.4 49 27.5
Midlands 16.3 374.2 255 18.1 55 227
Heathrow & West London 296 562.0 54.2 17.7 4.9 155
Thames Valley & West of England 28.4 442.8 33.4 157 59 10.5
Tota! 1836 3,558.0 3214 17.0 5.1 18.0
Industrial 1426 25417 246.9 18.4 5.4 292
Office 30.4 4890 485 17.9 6.5 21
Retail 106 2169 284 212 4.8 123
Land - 3104 (2.4) - - -
Total 1836  3.558.0 321.4 17.0 5.1 18.0
Continental Europe
Industrial 126 200.4 5.7 1.7 6.5 96
Office 8.2 132.4 20 91 6.7 169
Retall 1.1 15.0 23 287 78 -
Land/Work in progress - 336 (1.4) 4.4 - -
Total 21.9 381.4 8.6 9.8 6.0 1.9
North America
Office/R&D 608 7122 86.5 27.7 80 (5.2}
Land/Work in progress - 224.8 41.0 286 - -
Total 60.8 937.0 127.5 28.0 6.1 (5.2)
Group total™™ 2663  4,576.4 4575 19.1 53 12.9

* Represents gross rental income receivable for the year, excluding exceptional lease surrenders and calculated under IFRS.
— Passing rent at 31 December 2005 as a percentage of propenty valuation, including vacant space and land,
= Excludes joint ventures
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Chief Executive’s review continued
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The Slough Trading Estate is one of Europa’s
best known business facilities and is, we
believe, the biggest single trading estate in
private ownership in Europe. Over the lasttwo
years, we have recognised that the traditional
industrial businesses which have been at the
heart of the Slough Trading Estate are no
longer in such profusion in the UK and we
recognised that, if the Estate was to continue
in its premier position in Europe, then it nesded
some radical re-thinking. Accordingly, in October
we re-launched the Trading Estate with a new
branding, underginned by an improved service
offering, and have launched a mastar-planning
exercise designed to ensure that the Estate
continues to develop by attracting
contemporary business users in the future.
We expect to see these positive changes
directly reflected in the value of the Estate

in the years ahead.

Major acquisitions in the UK notably includsd
the holding entities owning Heywood and
Woodside industrial parks. The UK also
achieved a record 224,000 sg.m. of lettings
in 2005.

The 50/50 joint venture HelioSlough was
created in 2004 to provide us with access to
the UK logistics market where we were under-
represented. Inits first full year of operating,

it has succeeded in making a profit before
tax of £0.6 million (SEl's share), which is ghead
of plan.

We have been very successful in acquiring

a number of new opportunities, and the
prospects for HelioSlough in 2006 and
beyond are very encouraging. The high

level of post year-end activity has resulted in
a 1242 milicn of pre-funding agreement being
secured for HelioSlough's 70,000 sa.m.
speculative distribution facility at Nimbus Park,
near Doncaster.

Overview — Continental Europe

At the Interims in 2004, we announced that we
planned to significantly expand our operations
in Continental Europe. We have had
development and investrment programmes

in Belgium, France and Gemany for over

40 years and we have built up an enviable
reputation in those markets. We are now
building on this market position, both within
those countries by expanding out of the core
areas in which we have operated praviously
and also by moving into new countries.

We befieve that there is an appetite with both
investors and cccupiers for a pan-European
business space provider. We are already

building up strong relationships with a number
of international businesses who want support
in developing across international boundaries
and we believe that there are many multi-
national organisaticns who want to enter into
partnership arrangements to deliver their
space reguirements,

During the year we made two significant
corporate acquisitions which are helping us to
deliver our vision. In July we acquired 60 per
cent of Mainland BV which is a Netherlands-
based development company, specialising

in the light industrial and sukurban office
market around Amsterdam’s Schiphol airport.
The acquisition not only brought substantial
development opportunities for around
100,000 sg.m. of new business accommedation
but, also, an established and well respected
tean of professionals whom we have now
embraced into the Siough family. Our
relationship with Jelle Kuiper —who owned the
business and retains the other 40 per cent of
the company — is very strong and we could
exercise our opticn to acquire the balance

of 40 per cent at an appropriate time as the
business develops.

In December we acquired the Central
European development arm of a Dutch
engineering company, Grontmij, and as a result
have secured development opocrtunities in

a number of new countries in Central Europe.
We are now represented in Poland, the Czech
Republic and Hungary and we also have
options for development sites in northern laly
and Hungary. As well as the 80 ha that we have
acquired, we have been joined by an excellent
team of professionals who all know the
markets in which thay operate and who have
been swiftly integrated into the Group. We are
optimistic about achieving gocd performance
in these new territories — as evidenced already
in 2006 by the pre-let to amajor US company
of a 43,000 sq.m. distribution and
manufacturing facility.

Meanwhile cur organic programme has also
accelerated and we have acquired some
outstanding new opportunities around Paris,
at Schiphol Airport in the Netherlands and a
large portfolio of logistics and office facilities
from the retailer KarstadtQuelle in Germany.
The latter provides a powerful combination
of a significant revenue stream and major
development opportunity — a combination
which we believe few of the other potential
bidders were in a position to unlock.

“




Overview — North America

Over the last 10 years we have developed a
real expertise in the health science market in
California and we are undoubtedly the leading
developer in the sector. In Cctober 2005 we
organised a trip for investors and analysts to
see our LS operation. The purpose was to
highlight the excellent quality of our local
portfolio, the development pipeling, our people
and also of our customers. The feedback we
received clearly indicated that this was a very
worthwhile trip and that this business is now
much better understood.

Health science is now a mature industry
and, as a result of consolidation over the
last few years, we find curselves with some
of the biggest corporaticns in the world as
our customers.

In 2005 construction started on the first phase
of the 73,000 sg.m., £191.2 million campus
we are developing for Genentech — currently
on target for completion during 2006.

We will continue to exploit the outstanding
pipeline of development sites that we have
in the Bay Area of San Francisco and in
San Diego. In 2005 two major new sites
were acquired for £168 million at Shoreline
and Seaport in the Bay Area.

We have been selling all of the activities in the
US outside our Californian health science core
and we have been successful in hitting markets
at the right time. During the year we scld the
leisure and residential complex in Florida,
known as Quail West, and we also sold our
holding in the Tipperary Oil and Gas Company.
Both of these disposals produced substantial
profits over book value.

Strength of rental income profile

SEl has an excellent spread of custemers,
inclucing many blue chip clients, but with no
major exposure to any one customer and a
particularly resllient lease expiry and break
profile. The weighted average lease expiry
before breaks is 11.4 years, 10.1 years
including breaks (note the basis of calculation
here is the weighted average calculated by
value of annual contracted rent per year and
includes pre-let developments and pre-
contracted rents).

The nurmber of tenants occupying property
throughout the Group increased by 5.7 per
cent to 1,639, with the top 10 répresenting
21 per cent of income and the top 20
representing 28 per cent of income. 91 per
cent of income is secured far five years,

57 per cent for 10 years. If all breaks were
exercised these percentages would only
drop to 81 per cent and 49 per cent for five
and 10 years, respectivaly.

In terms of UK occupational markets, the
tenant profile is diversified with the largest
industry sectors represented being
Telecommunications Media & Technology
(25 per cent), Engineering & Machinery
{16 per cent}, Food Producers, Beverages
& Household Geods (12 per cent) and
Retallers (11 per cent). No other single
sector represented more than 10 per cent.

Information on current rent passing, upcoming
rent reviews, expiries and breaks can be found
in the Finance Director's review on page 12.

Lettings Analysis
Area Rent™ pa
000's sq.m. om
UK
Vacant ket first time 25.6 4.2
MNew construction 2005 16.4 1.8
Existing vacant 146.9 9.0
Licenses 352 0.3
Total UK 224.2 15.8
Continental Eurcpe ™ 1074 g7
MNorth America 32.8 31
Group tctal 364.4 286

 Annual passing rent in first full year excluding rent freg periods.
*Inclucles sale and leaseback transactions with KarstacitQuelle
ang Alstom.

Vacancy Analysis

Cecupancy rates — Headline 2005 2004
(basis** as per interims 2005} % %
UK 89.1 879
Continental Europe B7.7 87.9
{Centinental Europe — excluding

trading properties) 929 0942 -
us 80.5 86.2
SEttotal 87.8 87.7
Analysis of UK Occupancy rates

Recent acquisitions {Haywood,

Woodside, Land Securities) 85.0 775
Completed development sites

{less than 18 months) 54.3 43.6
Underlying® UK Portfolio

Qccupancy rates 91.9 90.2

* Excluding recent acquisitions and completed development sites
(less than 18 months).
'~ Treating former Land Securities properties as vacant.

Record levels of lettings in the UK improved
overall occupancy levels from 87.9 per cent to
839.1 per cent with the Slough Trading Estate
and the Thames Valley & West of England
regions showing the best progress.

An important driver of SEl's performanca is

its development programme ~ conseguently
much of its vacancy level actually represents
an opportunity. The majority of the vacancy
increase in the US relates to the acquisitions
of Shoreline and Seaport. Similarly, if the UK
vacancy position is adjusted to exclude recent
major acquisitions and completed development
sites, the underlying UK vacancy figure for
2005 becomes 8.1 per cent compared to 2.8
per cent for 2004, 8.1 per cent is a reasonable
fevel at this stage of the cycle to allow for the
management of both the demand for new
space and for the flexdbility to relocate tenants
as required.

In 2006 the Continental European businesses
have achieved major letting successes in

a series of post-balance sheet transactions -
including SEI's largest ever letting in Continental
Europe with a 43,000 sg.m. baspoke building
transaction in the newly-acquired business

in Poland.

Acquisitions and disposals

In 2005 SEl made £597 million of acquisitions
and £187 milion of property disposals {ncluding
Quait West) — plus a further £111 million from
the sale of non-core Tipperary which generated
a profit of £100 million against book value,
These included important strategic moves with
the £279 million acquisition of holding entities
owning Woodside and Heywood in Dunstable
and Manchester — two of the largest industrial
parks in the UK, the £168 million acquisition

of major bic-tech sites for SEI's strong
specialist operations in California and the
acquisition of a large portfolio of both
investment and development properties from
retailer KarstadtQuelle in Germany {£58 million
in 2005 — parts of the deal completed after the
year-end). With the acquisition of the holding
entities owning Wocdside and Heywood, SE
now owns five of the largest industrial estates
in the UK. The major 2005 acquisitions have
delivered significant year-end valuation uplifts
against acquisition prices.

in addition to these strategic moves, SEI
continued with its active asset recycling
programme across the board - crystallising
value on sites where the Company's ability

to add further value was cutweighed by
opportunities elsewhere in the portfolio or by
new acquisition opportunities. This programme
resulted in significant disposals at Elstree
(€42 million), Heston (£10 million) and two
sites at Pleasanton, California (£29 million
and £8 millicn) and acquisitions in Feltham
(£11 milicn), Alstormn —near Paris (£17 million),
and Carlshad —in California {£20 miflion).
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Just before the end of 2005 we concluded a
further strategic move in Continental Europe,
with SEI's first expansion into Central Europe via
a€19.1 milion acquisition from the engineering
company Grontmij. These properties in Poland,
the Czech Republic and Hungary &t provide
excellent development potential at strategic
locations well placed for logistics projects. In
early 2006 SHi also completed the remaining
elements of the KarstadtQuelle deal announced
but not concluded in 2005,

Post year-end activity in the UK also
demonstrates our increasingly flexible approach
with the announcement of a proposed sale of
land at Farnborcugh Business Park to the De
Vere Group for the developmeant of a hotel,
designed to enhance the comprehensive offer
and the overall attractiveness of the 50 ha park
o its occupiers.

Development programme

Animportant driver of SEl's performance is
the development programme. We completed
143,000 sg.m. of projects during 2005, of
which 45 per cent has been let, and at 31
December we had 123,000 sq.m. under
construction, of which 71 per cent has been let,

The total *pipeling” of 2.5 millicn sq.m. of
current and potential developments, with
& built-out cost in the order of £2.6 billicn
represents a major opportunity to generate
supericr returns for investors.

The overall development pipeling as at
31 December 2005 is summarised in the
table below.

In the UK aver the course of 2005 we saw a
good level of take up for our core product of

flexible business space. The year was aletting
record in terms of numbers, velume, floor
gpace and rental income secured. After a low
ievel of activity in previous years, cccupiers are
now starting to reassess their future space
requirements and are becoming more
confident about updating their property
portfolics. There is a particular interest in
occupying new and modern premises, which
reflect an appropriate image to both customers
and employees. As aresult we have committed
to increasing our continuing programme of
speculative development in the UK.

Our success in pre-letting ranges from the
47,000 sq.m. complex under development
for Thales at Crawiay {oy floor space our
largest UK letting ever), to the small premises
built for Bradford Builders Merchants at
Weston-super-Mare.

The majority of letting transactions in 2005

(63 per cent), and in previous years, were in
respect of buildings provided in anticipaticn
of future reguirements, on a speculative basis.
While wa are targeting increasing proportions
of pre-let accommodation, we recognise that
going forward it will continue to be advantageous
to provide a range of new flexible business
accommodation designed to suit the most
diverse range of potential customers,

In Continental Europe we significantly
increased our land bank over the course of
2005 and by the end of the year, held 206 ha
across the seven European countries. This
{and bank provides a significant development
pipeline in the target suburban markets across
Europe. Notably we have high profile
devalopments in each of cur core markets

at Pegasus Park next to Brussels Interational

Current Estimated
Spaceto Land Book Future Total
be built area Value spend Spend ERV
000%s sq.m. ha £m £m £m £m
Investment properties
Work in progress 125 18 227 122 350 33
Future develcpments 1,080 224 490 1,149 1,638 143
Total 1,206 242 717 1,271 1,988 176
Development
Frofit
£m
Trading properties
Work in progress - - - - - -
Future developments 1,336 274 117 534 851 26
Total 1,336 274 117 534 651 86
Group total 2,641 516 834 1,805 2,639

Note: Space te be built and 12nd area includes joint ventures on a 100 per cent basis. All financial figures are estimates and subject to
change. These amounts include the Group's developments pius its share of joint ventures’ projects. Estimated total spend comprises
current value plus ali future expenditure including capitalised interest. Future developments include development of bare land and
redevelopment of existing buildings — some of which are currently income producing.
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Airport, the 17 ha De Hoek scheme opposite
Schipho! Airport, Amsterdam, the Portes de
France suburban office scheme next to the
Stade de France in St Denis, the Alzenau
logistics park in Germany, Tulipan Park next
to Prague Airport in the Czech Republic and
at Strykow in Poland. These international
projects are supported by a tier of schemes
targeted at their respective domestic markets
which complement the existing investment
portfciio; such as the Carré des Aviateurs
scheme and the Alstom project, both to the
north of Paris, and the Zellik and Zaventem
projects in the periphery of Brussels, Belgiurn.

Over the course of the year our German
operations have expanded from proviging a
concentration of business park developments
in the DUsseldorf and Frankfurt suburban
markets to - through our acquisition of the
KarstadtQuelle AG portfolic — holding assets
and potential schemes in most of the large
business centres across the country. We
believe that the time was right to make this
move in Germany —given the improving
market conditions and the excellent
opportunities wa had secured. In Central
Europe, our development pipeline in Poland

is mainly provided by three projects; the largest
of which is 2 61 ha logistics/business park
adjacent to the new motorway at Strykow in
central Poland. In the Czech Republic we have
a six ha scheme next to Prague Airport and
there is a nine ha scheme in Budapest, Hungary.

In North Arnerica in Decemier 2004 we
completed a master lease with Genentech to
develop a £191.3 million, eight-building 73,000
8Q.mM. campus on our Britannia East Grand
site in South San Francisco, California. In 2005
construction started on the four-building,
42,000 sg.m., Phase | component whichis on
target for completion during 2006. The Phase Il
component, consisting of four builldings
totalling 31,000 sg.m., will commence
construction during 2006.

We alsc completed, in mid 2005, Phase | of
our unigue, modular (ab facility in South San
Francisco. This pioneering 6,000 sg.m. life
sciences facility, featuring flexible 460 and 930
sg.m. laboratory units, was the product of two
years planning and design and is targeted at
small biotech companias requiring small
laboratories on flexible lease terms. We
developed the modular lab concept in crder
to cater for smaller life sciences companies
requiring sophisticated laboratory facilties for
relatively short pericds of time. We believe this
investment will also provide access to life
sciences companies at the smaller end of the

scale, to develop relationships and to capture
opportunities for future expansion. A Phase |l
project of 5,800 sg.m., adjacent to the initial
facility and featuring four 1,400 sq.m. units,
commenced construction during the yvear and
is scheduled for completion in mid 2006.

In October 2005, Amgen exercised an option
to commence construction of a further
building at Britannia Cyster Point, South San
Francisco. The 8,600 sg.m. office/laboratory
facility is now under construction and is
scheduled for completion and occupancy

in January 2007 .

We are encouraged by the level of enquiries for
life sciences facilities ir the Bay Area and San
Diego County and are confident that additional
developrnent and acquisition: transactions will
take place during 2006 and beyond.

REITS

SE! has been carefully studying developments
with regard to the possible introduction of real
estate investment trusts in the UK and has
played a leading role in the industry-wide
consultation undertaken by the UK
Government. We are generally supportive and
positive about recent developmenits in this
area but many important details are still to be
resolved and we do riot vet know key aspects
of the structures which the government will
implement. These areas include the interast
cover test, the 10 per cent shareholding limit,
the treatment of international subsidiaries and
the conversion charge. We await future
developments with interest.

Property markets and outlook -

by geography

In the UK to the end of February 2006 we
have let 29,000 sg.m. of space — giving an
additional £2.2 million of income and leading to
a further reduction in vacancy levels. The leve!
of take up of the core product - evidenced by
the nurnber of transactions and the level of
rent secured — has encouraged us to plan for
an increase in development starts in 2006; we
are currently planning to commence 568,000
sg.m. of construction, eight per cent of which
is already pre-let, We anticipate that in 2006
rore companies will raview their property
needs and our planis to be in a position to
satisfy those requirernents and to deliver a
standard of service that will encourage even
greater customer loyalty.

in Continental Europe we believe that
the investment market will become more
competitive. Our rare position as both an
investor and developer can give us a

significant competitive advantage when sellers
want to sell both types of assets to one
purchaser — as evidenced in the acquisiticn
of the KarstadtQuelle portfolic in Germany.

In 2006 we aim 1o bring together the individual
couniry operations under a single, enhanced
Ewropean presence and 1o fully integrate our
recent corporate acquisitions intc the existing
network — increasingly we are leveraging and
growing customer relationships on a pan-
European basis.

in the US we aim to build on the substantial
value creation of the last three years through
the further pursuit of both new and existing
development opportunities in the same
speciglised market in the Bay Area and in
San Diego County. Buikiing on a productive
and rewarding year in 2005, more initiatives
are in the pipeline and will generate attractive
development and investment cpportunities
during 2006 and beyond. We aim to further
reduce our core vacancy through leasing and
development of pre-leased product.

lan Coull
Chief Executive
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Finance Director’s review

We have delivered a strong set of
financial results, with a total return
of 24.8 per cent and diluted net asset
value up 22 per cent per share. With
a comfortable gearing level of 62 per
cent, available funds of over £700
million, and a substantial developrnent
pipeline of 2.5m sg.m., we are well
positioned for further growth.

David Sleath
Finance Director
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International Financial Reporting Standards
The Group adopted International Financial
Repcrting Standards (FRS) with effect from

1 January 2005 and summary financial
statements for 2004 presented under IFRS
were issued on 13 July 2005, cormplete with
reconciliations to, and explanations of the
differences from, the previously pukiished
figures prepared in accordance with UK GAAR,
These documents are available on the Group’s
website, www.sloughestates.corm.

Income Statement

Adjusted profit before tax

The published IFRS Income Statement
includes the revaluation surplus on investrment
properties and a number of exceptional gains
and lossas, The directors cansider it helpful
for shareholders to show an additional
presentation of the income statement which
separately highlights such iterns. Accordingly,
the adjusted profit before tax shown below has
been arrived at by following the EPRA Best
Practices Policy Recommendations {January
2006} and by making other adjustments to
exchude exceptional gains and losses not
refated to the Group's underlying property
activities, as follows:

Year ended 31 December

2005 2004
£m £m

Net rental income from
investment properties 221.2 225.0
Net income from tradiing properties 9.7 6.8
Met loss from utilities and gas 0.9) (7.4}
Other investment income 55 8.1
Administration expenses (207 14.7}
Share of joint ventures’ profits
before tax & valuation gains 6.2 i2.7
Operating income 2210 2285
Net finance costs (100.6) (108.4)
Adjusted profit before tax 120.4 120.1
Revatuation gains on irivestrnent
properties (ncluding joint ventures) 419.6 1821

Exceptional lease surrender premiums 36.4 75

Profit on sale of non-current assets 203 647
Profit on sale of gas interests 99.7 4.4
Profit on sale of Quail West 16.1 -
Cost of bond refinancing {126.0) -
Net losses on derivatives 1.0} -
Tax in joint ventures & associale {3.2) 40
Notional finance charge in respect

of preference shares - 13.2
Reparted profit before tax

per Income Statement 5823 388.0

Adjusted profits before tax for the year were
unchanged at £120.4 miillion (2004: £120.1
millicn}. This mainly reflects a reduction in net
rental income following the sale of the Pfizer
campus in the US at the end of 2004 and a
lower contribution from joint ventures following
the sale of retail assets, also in 2004. Offsetting
these factors was a significant turnaround in
the performance of Slough Heath & Power
(utilities) and a reduction in finance costs,
fellowing the bond refinancing earlier in 2005.

Net rental income

Reflecting the 2004 disposals referred to
above, total net rental income for the year,
including rents from trading properties and the
Group’s share of joint ventures’ rental income,
but excluding exceptional surrender premiums,
reduced by 5.0 per cent from £244.4 million to
£232.5 million, comprised as follows:




‘Year ended 31 December

2005 2004
£m £m
Rental income from
investment properties 289.1 259.1
Less exceptional surender
premiums {36.4} 7.5
252.7 251.6
Property operating costs less
recharges (o ienants and cther
property income (31.5) 26.6)
Net rental income from
investment properties 221.2 225.0
Net rental income from trading
properties 27 341
Share of net rental income
of jeirt vertures 85 8.3
Total net rental income 2325 244.4

Total surrender premiums of £42.7 million
(2004: £11.7 million) were unusually high

in 2005 as a result of £36.4 million received
from Pfizer in January 2005 to buy-out of its
obligations in respect of the Sugen campus
in South San Francisco; all of the space
surrendered by Pfizer was subsequently re-let
and is now fully occupied. In the year ended
31 December 2004 a premium of £7.5 million
was received from Cubist in connection with
252 Bath Road, Slough; this space has also
since been fully re-let. Due to their magnitucie,
the Pfizer and Cubist premiums have been
excluded from adjusted profit before tax. The
directors believe this treatment, which differs
fror that adopted for the 2005 irterim
Results, provides a clearer picture of the
underlying performance of the business.

The increase in property operating costs was
mainly attributable to the non-recovery of
property outgoings on vacant bulldings,
property taxes and costs associated with
properties acquired in the year.

The movarment in underlying net rental income
is analysed in the table below:

including 100 per cent of joint ventures and
trading properties, was £288 milfion and the
profile of future rents passing allowing for
contracted rents on pre-let developrrents
and the loss of rents from lease expiries and
potential breaks is as follows:

Contracted rents at
31 Decermbar 2005 2006 2007 2008 2009 2010
fm 2m Em £€m  £m  €m

Igroring
break clauses 288 279 276 282 288 256

Assuming all
breaks
exercised 288 270 283 260 244 229

The profile of rent reviews, expiries, potential
breaks and contracted rents from pre-lst
developments yet to be completed, and other
recent lettings where the customer has yet to
take up occupation is as follows:

2006 2007 2008
£m £m £m
Current rent passing subject to:
- Rent reviews 22 27 42
— Lease expiries 18 g 8
- Polential breaks 9 4 9
Contracted additional rent
(cumulative} 5 1 24

In addition to the above, the Group has
significant potential to grow its rental income
through letting existing vacant space and
through building out the development pipeline.
The total potential rental income which could
be generated from the development pipeline
(including the amounts shown above in respect
of pre-lettings already agreed} amounts to
approximately £176 million in respect of
investment propearty developments, althcugh
it may take several years before the potential
developments could be fully built and let. In
some cases where redevelopments of existing
properties are planned, there would be a loss
of existing income in order to generate the

redevelopment opportunity.
£m
Net rental income — 2004 2444 The reversionary potential of the investrnent
Plizer sale & Plizer/Sugen space surrendered (143 portfolio at 31 December 2005 was as follows:
Cther space returned 8.2
Other disposals (Group £18.5m, JV's £7.8m) (26.3) Onoccupied  Onvacant
Acquisitions 289 properties  properties
- - Reversion to ERY om £
New lettings, rent reviews & other 14.5
- - UK = Industrial 83 223
norease inproperty operating expenses,
net of recoveries 4.9 ~ Offices (5:0) 68
Cther including rent averaging {0.8) ~ Retal o9 G4
Net rental income — 2005 2525  MNorth America (13.0) oo
Continental Europe {0.5) 33
9.3) 428

The current pagsing rent of the Group’s
property portfolio at 31 December 2005,

Property trading

Net income from property trading activities
increased by £2.8 milion to £9.7 million
(2004: £6.8 million), reflecting the net rental
income shown above plus grofits from the
sale of trading properties cf £7.0 million (2004:
£3.7 million} which included £4.5 million
relating to the sale of the Group's Avenue
Kiéber development in Paris.

Also inciuded within property trading activities
in the Income Staternent is an amount of
£16.1 million representing the gain on disposal
of the Group’s interast in the Quail West leisure
development in Naples, Florida. This was sold
in April 2005 and, for presentational purposes,
the gain has bean excluded from adjusted
profit before tax.

Utilities and Gas

Following several difficult years at Slough Heat
& Power, the business showed a significant
improvemnent in performance in 2005, tuming
an operating loss of £4.1 million in 2004 into
an cperating profit of £1.2 milion in 2005,

This was a result of the managemaent changes
introduced at the end of 2004, the subsequent
implermentation of plant operating improvements
and stronger market conditions for energy
trading and for the trading of carbon emission
credits and renewable energy certificates.

The net loss from gas aclivities amounted to
£2.2 milion {2004: £3.3 milion} and represents
the Group's share of the operating losses

of Tipperary Corporation up to July 2005,
when the Group disposed of its interests

in that company. The Groug's interests in

Secured rental income (£)

o
§
&P

W Total contracted rent before breaks

Il Total contracted rent assuming breaks exercised
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Tipperary Corporation were sold for £110.5
million ($197.6 million) giving rise to a net profit
on sale of £99.7 million.

Other income

Other income represents the Group’s share of
realisations from available-for-sale investments,
principally comprising holdings in venture
capital funds and warrants received from certain
tenants inthe US. At 31 December 2005,

the Greup had available-for-sale investments
recorded at fair value amounting to £54.7
million, with a remaining commitrment to invest
further funds of £10.5 million.

Administration expenses

Administration expenses included a number of
one-off costs associated with the implementaticn
of IFRS, pensions advice and additional staff
and related costs associated with the
refocusing and growth of the Group’s activities.

Net income from joint ventures

The Group’s share of net income from joint
ventures reduced from £12.7 million in 2004 to
£6.2 million in 2C05. This is attributable to the
sale of retail assets to Land Securities at the
end of 2004 since a number of the Group’s
former retail assets were held in joint ventures.

Net finance costs

Adjusted ret finance costs for the year,
excluding the exceptional cost of the bond
refinancing and gains and losses on
derivatives, are comprised as follows:

Year ended 31 Decembar

2005 2004
m £m
Interest on overdrafts & loans 116.9 1157
Interest on convertible preference
shares™ 13.2 132
Interest recelvable 9.9) 6.7)
Cther net (income)/expense {0.5) 2.2
Net finance costs before capilalisation 119.7 1244
Less amounts capitalised in respect
of development activities (19.1) {16.0)

Adjusted net finance costs

before mark-to-market

adjustment of derivatives

and costs of bond refinancing 100.6 108.4

" naccordance with IAS 32 & 39, with effect from 1 January 2005,
the Group's convertible redeemable preference shares are
classified as borrowings and preference dividends are replaced

by a financing charge recorded within finance costs. In order to aid
comparability between the two years, a notional finance charge of
£13.2 million has been included in the comparative amounts shown
above for 2004.

Interest costs before capitalisation benefited

in the second half of the year by approximately
£5 million as a result of the bond refinancing
undertaken in June. Cn a like-for-like

basis, therefore, net interest costs were
broadly unchanged.

Exceptional items and valuation gains

and losses

Under IFRS, revaluation gains on investment
properties are included within the Income
Statement and the equivalent items in respect
of our icint venture companies are included
within the Group’s share of results of such
entities. As recommended by EPRA, such
valuation gains have been excluded from
adjusted profits before tax.

Simitarly, the £22.2 million (2C04: £64.7 millior}
gain on the sale of investment properties is
excluded from adjusted earnings, asis the
gain arising on the disposal of the Group’s
intarests in Tipperary Corporation and the
swplus on the disposat of the Group's
residential leisure development at Qual West,
Florida. While the latter property was classified
as a trading activity, it was not part of the core
business and, accordingly, the profit on
disposal of that asset is excluded from our
underlying performance measures.

Details of the exceptional cost of the bond
refinancing and the net losses on derivatives
are provided in ‘Financing’ on page 17,

Taxation
The tax charge for the year can be analysed
as follows:

Year ended 31 December

2005 2004

£m % £m %
Underlying tax charge
on adjusted profit
before tax 16.9 14 20.2 17
Tax relating to
exceptional items and
valuation gains/losses 180.5 39 76.0 28
Less amounts included
above in respect of
joint ventures 3.2) 19 4.0 14
Total Group tax charge 194.2 33 922 24

The underlying tax charge for the year as a
percentage of adjusted profit before tax was
14 per cent (2004: 17 per cent) primarily due
to the release of an over-provision in relation
1o previous vears' taxation. Looking ahead for
the next two years, we expect the underlying
current tax rate to remain less than 15 per cent
of adjusted profit before tax as the Group
benefits from utilising UK tax losses.

—




The tax charge on exceptional items and
valuation gainflosses includes a tax charge of
£34.0 million arising on the sale of Tipperary,
£14.9 million on the exceptional lease
surrender premium (2004; £nil) and deferred
tax of £130.5 million (2004: £58.2 milion) on
the revaluaticn gains on investment properiies.

Earnings per share and dividends

Hasic earnings per share for the year were
91.7 pence, anincrease of 34 per cent over
2004 (68.5 pence). Diluted adjusted earnings
per share were unchanged at 24.3 pence
(2004 24.4 pencs). Diluted adjusted
earnings per share is based upon adjusted
nrofit before tax, excluding alt exceptional
iterns and valuation gains and losses, and
takes into account the dilutive effects of the
corvertible preferred shares and shares held
by the ESOP trust.

The directors have proposed a final dividend of
11 pence per share, taking the total dividend
for the year to 17.5 pence per share, an
increase of 9.4 per cent over the total dividend
for 2004. Under IFRS no provision is made
for dividends declared after the balance

sheet date.

Property portfolio

The Group's tota! property portfolio at

31 December 2005 amounted to £5,137.8
mitlion, as follows:

31 December
2005 2004
£m £m
Investment properties
- complated properties 4,304.7 3,413.1
- under development 135.4 39.6
Davelopment properties 436.3 276.8
Sub-total : investrnent and
development properties 4,876.4 3,729.5
Trading Properties
- completed properties 61.4 88.7
- properties under development 62.2 36.6
Share of properties held within joint ventures
- investment properties 113.5 115.0
- trading properties 24.3 17.6
Total property portfolio, including
share of joint ventures 5137.8 3,087.4

All of the Group's properties except trading
properties were independently valued at

31 December 2005. Trading properties
are recordad at the lower of cost and net
realisable value.

The value of praperty portfolio increased by
£1,150.4 million (29 per cent) during 2005,
This increase was comprised of:

At the year end diluted adjusted net assets per
share were 680.4 pence, an increase of 22 per
cent over the previous year end. The increase
is analysed in the following table:

£m

Additions 757.8 Pence
Digposals (156.8) £m  pershare
Valuation surpluses Adjusted diluted equity

—included in Income Statement 409.1 211"[?;2:22;? ;gg;eholders 262.4 5584

~included in SORIE” 484 Adjusted profit after tax 103.5 220

~joint ventures 105 B ceptional fterns, net of tax 28.8 6.1
Currency translaticn differences 68.7 Property valuation gans
Other changes 127 (including joint ventures) 468.0 99.6

11504 inerease in value of available for
- Statement of Recognised Income and Expense. sale investments 8.5 1.4
Actuarial loss on pensicn scheme,
Net assets per share net of tax {7.8) (1.7
Under IFRS, the Group is required to provide Currency translation differences 372 79
for deferred tax on investment preperties and Crdinary dividends paid B59.0) 147
the capital gains tax on revaluation surpluses. Other items 7.7 1.4
In arriving at adjusted net assets and adjusted ASif;fdb?il;ﬂm:‘ eqt;its:d
H LI atini able 1o shareholdgers

net assets per share, the Board believes it is 21 Docamber 2005 31973 680.4

appropriate to add back such contingent tax
liakilities since the nature of the Group's
investment portfolio means the tax is not
expected to crystallise. Accordingly, diuted
adjusted net assets per share is calculated
as follows:

31 Dacember
2005 2004
£m m
Equity attributatle to ordinary
shareholders 2,447.3 2,034.3
Less shares held by ESCP 6.9) 5.2}
2,440.4 2,029.1
Add back:
Deferred tax on revaluation supluses 4121 256.6
Deferred tax on capital alowances 2371 200.7
Dilution adjustment in respect
of preference shares 107.7 136.0
Diluted adjusted net assets 3,197.3 2,622.4
Shares in issue (diluted} milions 469.9 469.6
MNet assets per share
{diluted, adjusted) 680.4p 558.4p

NNNAV

The Group's triple net asset value (NNNAV)
per share, calculated using the principles
recommended by EPRA, is set out inthe
table below. It shouid be noted that capital
allowance elections at the point of sale of
a property often mean that deferred tax
lizbilities refating to capital allowances do
nat, in practice, reverse.

Per share
At 31 December 2005 £m [(«)}
Diluted adjusted NAV 31973 630.4
Mark-to-market adjustment
of debt, net of tax (106.0) (22.8)
Deferred tax oninvestment properties
: ~-inrespect of capital
alowances (237.1) 50.5)
~inrespect of revaluation
surpluses @12.1) (87.6)
—less unrecognised
indexation aliowances 938 19.9
Triple NAV (NNNAV) 2,635.7 539.6
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Cash flow
A summary of the cash flow for the year is
as follows:

Year ended 31 December

including joint ventures, generated proceeds
of £147 .1 million and the sale of Tipperary
gave rise to net receipts of £110.5 million. After
the cash cost of the bond refinancing and the
payment of dividends, there was a net “funds

2005 2004 qutflow” of £577.4 milion (2004; inflow of

£m £m

e ——— a7 3 024 £156.6 million). Allowing for movements in
- P : : borrowings and investrments in term deposits,
Finance costs {net) (116.3) (108.3)
Tox paid ey @18 53 the net cash outflow for the year was
— - : : £51.3 million (2004: inflow of £60.3 miflion).

Additional pension scheme
contributions (16.2) -
Froe cach flow 130 788 otential future capital expenditure on the
Capital expendiiore 738.9) {103 7 Group’s development progrr;xrlrlwme ?s at
Property sales (including joint ventures} 147.0 238.0 31 Decernber 2005 was as follows:
Sale of Tipperary 1105 -
Cash cost of bond exchange (40.8) - QOé)rg QOEOn: Thereagiir'
Ordinary dividends 69.0) [64.1) Projects in progress
Other items 08 86 orakeady approved 225 110 55
Net funds flow (577.4) 156.6 Potential future projects,
Investments in term deposity 185.6 (184.5)  not yet authorised 185 270 8960
Net increase in borrowings 340.0 88.2 Total 410 380 1,015
Net cash (outfiowyinflow 51.8) 60.3
Opening cash and cash equivalents 218.1 158.6 i .
Exchange rate changes 0.6 {0.8) Financing G .
Closing cash and cash equivalents  166.9 zis1  At31 December 2005, the Group's

Commentary on cash flows

Cash flow from cperations increased by 17 per
cent to £237.3 million (2004: £202.4 million}
mainly as a rasult of the exceptional surrender
premiurn received in the first half. Finance
costs paid, net of interest income and
dividends from joint ventures, increased from
£108.3 million to £116.3 million due to higher
levels of average debt caused by the capital
expenditure prograrnime, mitigated partly by
savings from the bond exchange. Tax paid of
£91.8 milion was much higher thanin 2004
(£15.3 million) mainly as a result of taxes paid
relating to the 2004 sale of the Pfizer campus
and other US taxes. During the year, the
Company agreed to make a one-off UK
pansion contribution of £15 mifion and to
accelerate the elimination of the remaining
UK pension scheme deficit through increased
monthly contributions, resulting in additional
contributions of £16.2 million in the year over
and above the regular charge.

Capital expenditure of £738.9 milion included
property acquisitions of £587.6 millicn, the
acquisitions of Mainland BV (£1.8 milion) and
Grontmij {£7.5 milion) and development
expenditure of £142.0 million. Property sales,

borrowings totalled £2,264.¢ million including
£107.7million representing the deemed debt
component of the 8.25 pence convertible
redeemable preference shares 2006 — 2011
which were reclassified as debt under IFRS
on 1st January 2005. Cash balances totalled
£172.6 million resulting in reported net debt
of £2,092.3 million (2004 £21,325.3 million).
The weighted average maturity of the debt
portfolio was 11.8 years.

Unsecured borrowings represent 96 per cent
of gross debt at the year end. Secured debt
totalled £86.6 million being certain historical
mortgage debt domiciled in the Group’s
international operations. £1,783.6 million of
debt is domiciied in the UK, is unsecured and
is issued by the Parent Company without any
supporting up-stream guarantees. £394.7
milion of debt is unsecured and is issued by
subsidiary companies located internationally.

Reported financial gearing was 86 per cent
(2004: 54 per cent) or 62 per cent (2004:

51 per cent) after adding back deferred tax
of £649.2 million and treating the convertible
redeemable preference shares as equity.
The loan to value ratio (net debt divided by
property assets) at 31 December 2005 was
42 per cent.




Interast cover based upon adjusted profit
before interest and tax and adjusted net
finance costs was 2.2 times (2004: 2.1 times),
or 2.0 times (2004: 2.0 times) based upon
recurring income allowing for the inclusion

of capitalised interest.

The market value of borrowings at the end

of Decermber 2005 was £151.4 million higher
than the book value, equivalent, after tax relief,
to areduction in net asset value of 23 pence
per share or 3,4 per cent.

Funds availabllity at year end 2005 iotalled
£706.9 millicn, comprised of £172.6 million of
cash deposits and £534.3 million of undrawn
bank facilities. Only £25 milion of this total is
uncommitied overdraft lings with the balance
of undrawn facilities being fully committed and
with £471 milion remaining available to 2010/11.

In June the Company comgleted a debt
exchange transaction whereby £322 million

of bonds at a weighted average interest rate

of circa 11 per cent were exchanged into £200
mition of 5.50 per cent 2018 bonds and £160
rnillion of 5.75 per cent 2035 bonds with the
balance being redeemed from new banik fine
drawings. The cost of the exchange was
£126 millior which has been expensed through
the Income Statement but is treated as an
axceptional loss above. Going forward this
transaction will save the Group approximatety
£10 million pa ininterest charges.

Also in June the Group’s £415 million
committed revolving credit facility was
extended through to 2011 at a reduced
margir. In September the similar €150 milion
committed revolving credit facility was
extended through to 2010 at a reduced
margin. In November a new $550 million
committed revolving credit facility was signed
with a new syndicate of banks. Thig remains
available to 2010 but with extension options
to 2012. Finally in December a £100 milion tap
of the 5.75 per cent 2035 bond was closed
along with a pew £250 million 5.625 per cent
2020 bond.

Hedging Policies

The Group has set policies on interest rate and
foreign currency translation exposures, liquidity
and funding. These policies state that at least
85 per cent (increased from 70 per cent

effective January 2006) of the Group's debit
portfolio should attract a fixed or capped rate
of interest and that at least 75 per cent of
foreign currency assats (excluding unrealised
valuation gains) should be matchsed with
liabiities of the same currency.

Interest rate exposure

As at 31 December 2005, 87 per cent {2004:
81 per cent) of the dabt portfolio attracted a
fixed or capped rate of interest at a weighted
avarage rate of 6.19 per cent {2004: 7.09 per
cent). Much of this debt is in the form of fixed
rate debt issues raised through Sterling
Eurobonds and US dollar private placements.
Such fixed rate debt issues are held in the
balance sheet at amortised cost. Interest rate
swaps, caps, collars and forward rate
agreements are also used to convert variatle
rate bank debt to fixed-rate. The 13 per cent
of debt remaining at a variable rate of interest
brought the overail weighted average cost

of debt down to £.81 per cent (2004: 6.41
per centj.

The Group has decided not to efect to hedge
account its interest rate derivatives portfolic.
Tharefore movements in the fair value are
taken to the Income Statement but, in
accordance with EPRA recommendations,
these gains and losses are eliminated from
adjusted profit before tax and adjusted EPS.

Foreign currency translation exposure
Due 1o the nature of the Group’s business it
has no cross-border frading transactions and
therefore, foreign exchange transaction
exposure is negligible. However, it does have
operations located internationally which
fransact business in the domestic currency
of where the business is located — mostly

in US dollars and Euros. The Group's main
currency exposure therefore is the translation
risk associated with converting net currency
assets back into sterling in the Group
consolidated accounts at each balance sheet
date. As menticned above, the policy is that at
least 75 per cent of currency-denominated
assets (excluding unrealised valuaticn
surpluses} are matched with liabilities of the
same currerncy, At year end 2005, £266.7
million {excluding unrealised valuation
surpluses) ar 19.6 per cent of currency
denominated net assets were exposad

to exchange movements, This increases

to £460.9 milion or 34 per cent when
unrealised valuation surpluses are included.

A 10 per cent maoverment in the value of
steriing against all currencies in which the
Group operates would therefore change net
assets by £46 million and net assets per share
by 10 pence or 1.4 per cent, However, it
should be noted that, historically, sterling has
rarely moved in the same direction against the
US dollar and Euro.

Financial ratios and credit rating

The Group foliews an unsecured funding
model which rglies upon maintaining a strong
investment grade credit rating. The Board
believes it is appropriate to adapt gearing
levels according 1o its assessment of prevailing
property market conditions and the stage in
the economic cycle. Accordingly, while current
Group policy is to maintain an adjusted long-
term financial gearing level below 80 per cent
(net debt to adjusted equity) and interest cover
in excess of 1.8 times {recurring, acjusted
profit hefore tax divided by net interest before
capitalisation), the Group retains flexibility to
temporarily exceed these threshoids should
particular circumstances warrant it. The Group
is currently rated A- {ong-term) F2 {short-term)
with a stabile outlook, by the credit rating
agency FITCH.

Liquidity and funding

The policy on liquidity risk is that at any given
time forecasts should demaonstrate that there
is headroom of at least £200 million against
immediately available cash and/or committed
bank facilities for two years projected forward.
As property investment is a long-term
business, the Group aims to raise funding

an a long-term basis through a mix of equity,
long-term debt issues and committed medium
term revolving credit facilities as well as
recycling capital generated from property
sales. Typically developments are fundied
through cash resources or drawing down
committed bank lines whilst the investrment
portfolio is funded through unsecured long-
term debt issues of similar weighted average
life to that of the unexpired remaining term of
the lease portfolic.

David Sleath
Finance Director
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Business Review: focused for growth
Review of actions since 2003

» March 2003
Reorganised UK leasing

= May 2003
Appointed Director of Human Resources

s August 2003
Changed Valuers

a Mid-2003
Introduced new Incentivisation
David Sleath lan Coull and Reward structure
Finance Director Chief Executive
m April 2004
Set up HelioSlough joint venture (JV)
to develop “Big box” large-scale
distribution parks

Group* Valuation Surplus
Year tc 31 December 2005

» September 2004
Restructured European Management

= October 2004
Exited from Canada

= November 2004
Settled Tipperary litigation with TriStar

s Novemnber 2004
Sold Pfizer complex, San Diego for $372
million ($275 million valuation at half year)

» December 2004
Exited majority of retail via
Land Securities Swap

industrial Office/R&D  Retaiand Total Change

£m m £m £m %

Slough Trading Estate 89.7 323 23.8 1458 12.5
South London & South of England 317 1.3 (3.9) 29.1 7.8
North London & East of England 30.0 1.7 1.7 334 7.6
Midlands 20.2 25 2.8 255 7.3
Heathrow & West London 47.3 5.7 1.2 54.2 10.9
Thames Valley & West of England 28.0 5.0 0.4 334 8.2
UK total 2469 48,5 26.0 3214 10.0
Continental Europe 57 2.0 0.9 86 2.3
North America - 86.5 1.0 127.5 15.9
Group total 252.6 137.0 67.9 457.5 104

“Excluces Joint Ventures

Value Components

UK Yield Analysis — Year ended 31 December 2005

2005 2005 2004 2004

Including Excluding Including Excluding

Yields % Land Land Land Land
Simple initial - Including vacant 5.1 5.5 586 8.0
Simple initial — excluding vacant 5.8 8.3 6.3 8.7
Reversionary 6.1 6.6 6.4 6.9
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Review of acticns in 2005

= Appeinted new Finance Director

= Introduced new regional structure in the UK
- Now closer to our customers

= Purchased holding entities owning
Woodside and Heywood
- Now own five of the largest industrial parks in the UK

s Purchased Mainland BV (JV)
- Foothold in the Netherlands

= Sold Quail West

- Non-core

n Sold Tipperary stake
- Non-core ~ £99.7 million over book value

= Purchased Seaport, Shoreline
and Bressi Ranch
- Significant opportunity to add value

= Bond Exchange
- Imterest savings of circa £10 million pa

Slough Trading Estate

In Qctober 2005 Slough Trading Estate unveiled its
latest round of changes to meet the evelving needs
of its customers — and underpinned them with a bold
new idertity,

Stephen Bailey, Regional Director, Slough Trading Estate,
commented:

“The Slough Trading Estate is a fantastic place for
business and we are proud tc serve such a diverse range
of ococupiers that recognise the benefits of being here.
However, we do not take continued success for granted
and we must keep changing to support the changing
needs of our customers - to be an effective business
partner. That means attentive service, flexible approach,
‘can-do’ attitude and fast, innovative property soluticns.”

The estate provides 672,000 sg.m. of mixed-use space
extending to 187 ha - the largest of its kind in single
ownership in Europe and home to 400 occupiers
supporting 20,000 jobs. The quality of comipanies on the
estate, from major multinationals to exciting new start-ups,
is testament ta an outstanding iocation close to the M4,
M25 and Heathrow Airport.

= Agreed 47,000 sq.m. gross pre-let
with Thales UK

— Largest ever UK pre-let

» Showcased Californian biotech assets
to investor site visit

s Sold 71,000 sq.m. of offices in California
for £105.6 million, a 38 per cent premium

= Slough Trading Estate upgraded
and relaunched tenant offer

- Growing cluster of technology customers

= Slough Trading Estate 6,400 sq.m. letting
to BlackBerry®

= Expansion into Central Europe

» Acquired 17 ha development site close
to Schiphel Airport

= Acquired KarstadtQuelle portfolio
- Quantum leap forward in Germany
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Business Review: UK

Jehn Heawood
Group Executive Director, UK Property
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Strategy and re-organisation

With assets of £3.6 billion, 1,353 custorners
and a rent roll of £193 million, Slough Estates
UK Business represents over 70 per cent of
the Group by value,

il

The strategy in the UK is to concentrate on
providing flexiole business space, particularly
Industrial and warehouse buildings, to a
diverse range of customers.

The tearn has increasingly focused on
assembiing a critical mass of property within
its key areas of operation by developing or
acquiing major estates, such as the halding
entities owning Heywood in Manchester and
Woodside in Dunstable. The same benefits are
achieved by managing smaller multi-let estates
such as the “thelLHR.com” portfolio in the
Heathrow and West London region as a single

entity. This approach offers custorners the
flexibility to expand their premises within the
portfolio, as well as giving them access to
efficient service delivery suited 16 their
business needs.

The opportunity has also been taken to recycle
over £85 million of underperforming assets
during a year of unprecedented demand for
commercial property investments.

The introduction of the new regional structure
in April 2005 moved the busingss closer toits
customers and improved our understanding of
existing and potential occupier requirements.
Performance is stronger, with the regional
teams securing an increasing volume of
lettings from new and existing customers by
reacting more rapidly to local market condlitions.
This is particularly important at a time when

Thames South North
Heathrow Valley &  London & London & Retail
As at & West West of South of Eastof  (50% joint
3112.06 Slough London England England Midlands England venture) Total
Value £m* 1,313.1 552.0 442.8 403.9 374.2 472.0 83.0 3,641.0
Arga sg.m. 672,274 347,175 281,644 249,753 424,715 440,915 45360 2,471,833
Rerit Bl £m 05 280 259 14.4 203 239 9.6 1926

* Including 1AS adjustment and work in progress.
“* 100% area and rent roll.

Woodside, Dunstable, and Heywood, Manchester
In July 2005 in an off-market purchase, Slough Estates
acquired the holding entities owning Woodside and
Beywood, two of the largest industrial parks in the

UK. Togsther the two sites contain 381,000 sg.m. of
prime industrial property, and over 16.4 ha of further
development land.

Andrew Guliford, Director, Corporate Acquisitions
cornmented:

“The addition to our portfolio of the Wocdside and
Heywood estates is in line with our strategy of focusing
on industrial property to provide flexible business space
for our customers. The estates not only provide good
quality properties with high-calibre occupiers, but also
over 16 ha of well-situated, prime land, presenting an
excellent development opportunity. Woodside
strengthens our presence in our North London and

East of England region and Heywood cpens up new
opportunities in the North West. Following this
transaction, Slough Estates now owns five of the largest
industrial estates in the UK including the Slough Trading
Estate, Winnersh and Kings Norton.”




parts of the portfolic are in transition with
tradiitional manufacturing being replaced by
knowledge-based industries, service industries,
showroemes, trade counters and data centres.

The new structure puts the UK team in a
strong position to drive superior returns by
securing higher levels of occupancy from
existing property and initiating developments
to suit local requirements.

The effectiveness of the new structure was
exemplificd by the work that went into the
re-launch of the Slough Trading Estate in
October 2005. A master plan was drawn up
to ensure that the Estate continues to be the
home for modern business, including the
introduction of Clearly-defined and enhanced
customer service standards, a bold new
ideritity and @ major marketing campaign.

Following these ¢hanges, a recent
independent survey showed & significant
increase in customer satisfaction levels across
the UK, with the strongest performance in
those areas of service delivery that are within
our control.

2005 Performance

2005 was ayear of strong returns from
commercial property and the capital value

of the UK portlolio increased from £2.9 bilion
to £3.6 bilion. This significant increase was
achieved through both capital growth and
acquisitions — the capital value of those
retained properties which were in the portfolio
at the end of 2004 increased by 10.3 per cent.

The totaf surplus due to increasing values

Is £330 milion {10 per cent). The uplift
excluding development land is 11 per cenit
which exceeds the IPD Monthly Index of
Industrial Property which rose 10.6 per cent.

Against a background of intense competition
for &l types of commercial investments, the
LK team successfully acquired £333 million of
property - nearly al in off-mearket transactions.
These acquisitions show an end of year
surplus of £23.4 million (@ 7.1 per cent uplift
net of all costs).

The strong investrment rmarket presented the

opportunity to recycle capital from the sale of
various underperforming propetties for a total
of £85.1 million {including phase 800/7C0

Centennial Park where the sale was
completed in 2006},

During the year a record 224,000 sq.m.

of newly constructed and existing property
was let. This secured additional rent —
including licence fees — of £15.8 million.
Ofthose lettings, 25 per cent were 1o
existing custorners who chose to grow their
businass with us and 75 per cent were to
new customers.

In 2005 rent reviews and lease renewals were
agreed in respect of leases with passing rents
of £19.7 million increasing annual rents by

a furthar £2.3 million.

This significant progress was balanced by the
£11.8 million of income iost due to property
being vacated, Howeaver, it should be
appreciated that almost 50 per cent of the
properiies involved were included in future
redevelopment plans. The remainder wiil be
refurbished and re-let.

During the year 42,000 sg.m. of new space

was completed, 50 per cent of which was
let or sold by the year end, A further 56,000
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Business Review: UK

sg.m. of projects werg underway with 10.5
per cent pre-let,

Good progress has been made in agsimilating
the 23 industrial estates acquired from Land
Securities in December 2004, 62 per cent of
the 68,000 sq.m. of vacant space has been
let, sold or was in serious negotiation at the
year end. This follows active estate
rmanagement, a reinvigorated leasing
campaign and a rebranding of all sitas. The
rental guarantee in respect of the new vacant
space expires in June 2008 and we are on
programme to secure the letting of most of
this space during 2008.

The overall vacancy rate at year end is 10.9
per cent, down, but still offering a major
opportunity to improve returng going forward.
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Acquisitions and disposals

Acquisitions

With the volume of meney driving vields

to historic lows, resources were targeted
at identifying off-market opportunities and
property which will ultimately complement
the performance of our existing holdings.

Woodside Industrial Estate

& Heywood Distribution Park
Price {inc. Value
of all costs)  31.12.05 Surplus
£m £m £m %
Woodside 118.2 127.9 9.7 82
Heywood 160.5 169.1 8.8 54
278.7 297.0 18.3 8.6

The holding entities owning these two major
industrial estates were acquired in July 2005
to give Slough Estates five of the largést
multi-let industrial estates in the UK. Both
estates provided immediate critical mass, solid
income, land for development and a range of
opportunities to iImprove returns. At the time
of purchase they increased the flcor area of
the UK portfolio by 15 per cent and its value
by about eight per cent. Heywood extends

to 79 ha of land with 240,000 sg.m. of
buildings. Woodside extends to 37 ha with
142,000 sg.m. of accommodation.

The existing teams arg aready capitalising on
opportunities to work with our new customers.
At Woodside, WH Smith, an existing mutti-site
customer, took 2,700 sg.m. on a short-term
lease, A further building has been let on

a short-term basis to Twinmax Lid, who were
affected by the oil depot incident at Buncefield,
Hernel Hempsicad. The estate, in a prime
location, close to junction 11 of the M1,

has since been rebranded and vacant units
are being refurbished. The value ¢f the
Woodsids property has increased by 8.2 per
cent since acquisition.

At Heywood 64,000 sq.m. have been let on
lease or licence and rebranding is underway.
Good progress has been made in documenting
the $106 Agreement, incidental to securing
planning permission for a further 56,000 sq.m.
of development. The valuation of the Heywcod
property has increased by 5.4 per cent since
acquisition during the second half of 2005.

Oxonian Park, Oxford

In 2005 Slough Estates completed the letting of a

5,400 sq.m. unit at Oxonian Park, Kidliington Oxford to
Schedl Autornotive Systern Service, supplier to BMW
(Mini} at Cowiey. This was one of the former Land
Securities properties exchanged in a £700 million property
swap in 2004.

The lease is for aterm of 17 years, until 2022, with a break
option after nine years, and at an annua! rent of £350,000 pa.

Gareth Osborn, Regional Director for Thames Valley and
West of England, commented:

“We are delighted to be able to support the expansicn of
Schedl in the UK and we believe that their presence will
attract not only Schedl suppliers but also other suppliers
of BMW to Oxonian Park. The unit taken by Sched| forms
the major part of Oxonian Park.”




Voyager Park, Portsmouth

Argyle Street, Birmingham

Price finclusive Value Price finclusive Value
of all costs} 31.12.05 Surplus % of all costs) 31.12.05 Surplus %
£9.07m £12.72m £3.86m 402 £3.58m £3.67m £0.09m 254

This 13 ha industrial/warehouse site was
acquired in April 2005 as a major strategic
addition tc the existing £75 milion Porismouth
and Southampton bisiness space portfolio.
The acquisition price iakes account of the
ground conditions following the vendors
remediation works. Planning consent has
been cbtained and construction is to start
early in 2006 on the first phase (16,000 sa.m.)
of speculative development, with completion
targeted for surmmer 2008, Half of this phase
is to be offered freehold to owner occupiers.
Pre-let and pre-sale opportunities are aiso
being progressed. The local market is
increasingly buoyant and the uplift in value
since acquisition has been 40.2 per cant.

Voyager Park, Portsmouth

In April 2008, Slough Estates announced that it had
acquired the former Blueprint site in Portsmouth, one of the
largest industrial sites iIn Southern England, The site, which
was acquired in competition in the open market, covers

13 ha and has development potential for up o 49,000 s¢.m.

The development, to be known as Voyager Park,

will be developed with a mix of freehold, leasehald and
purpose-buit properties and will have a fully developed
value in excess of £40 milion. Planning consent has been
obtained and construction is undenway an the first phase
{16,000 saq.m.) of development. The buildings will range in
size from 240 sq.m. © 2,800 sq.m. This wiil leave iand
available for design and build projects of up to 30,000
sg.m., which will afso be offered on both a freehold and

a leasshold basis.

Mike: Wilson, Slough Estates’ Regional Director, South
Loondon and South England, said:

“The Blueprint site, with its outstanding transport links
and centra! location, is an excelient addition to Slough
Estates’ portfolio in Southern England. We already have
extensive knowledge of the local market through our
holdings at Railway Triangle, Eastern Road, Airport
Service Road, Mitchell Way and the Portsmouth

Motor Park.

“Slough Estales has worked very closely with SecondSite
Property Holdings in the remediation of the site prior to
completion of the purchase. As a developer, Slough
Estates has considerable expertise in the regeneration of
brownfield sites. In the last 10 years, some 87 per cent of
the Company's new UX projects, totalling over 372,000
sg.m. in floor area, were brownfield site regenerations.”

A prominent 4.4 ha industrialiwarehouse site
located close to the Spaghetti Junction on the
M6 that was accuired in August 2005.

The property represents an cpportunity for

a significant industrial developrment that will
be a logical extension of our existing Midlands
holdings. A planning application has been
submitted for 21,000 sg.m. of development in
two phases. Development cormmenced early
2006 after consent was secured with the
5,200 sg.m. phase one due to complete by
the end of 2006, and phase two currently
scheduled to complete by mid 2007,

Advent Way, Edmonton

Price (inclusive Value
of all costs) s1.12.08 Surplus %
£9.18m £10.28m £1.1m 11.86

A 17,000 sg.um. older style warshouse on a
2.1 ha site prominently located onthe North
Circular was purchased in June 2005. The
building is let with mutual breaks in the

Artist’s impression.

medium term to the Reality Group Limited.
Redevelopment options are being evaluated.

Hatton Cross, Heathrow
(Faggs Road, Feltham)

Price finclusive Value
of all costs) 31.12.05 Surpius %
£10.67m L10.77m £0.1m .84

Awall-located 3.4 ha site acquired from LSG
Sky Chefs in Decamber 2005 for £10 miflion.
A planning application has been sulbmitted for
a singte 8,800 sq.m. distribution facility.

GContiguous property

Price (inclusive Value
of all costs) 31.12.05 Surplus %
£20.2m £20.35m £0.15m 0.74

During the course of the year, various other
properties which complement our existing
holdings in Radlett, Hounslaw and Portsmouth
were acguired in a series of separate
transactions. Several of the buildings acquired
are income producing and all the sites have
medlium-term development potential,
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Business Review: UK

Disposals

The strong market for investment property
proved to be an opportunity to sell a number
of non-core and other properties, increasing
the focus on assets where there are more
cpportunities to add value. Overall receipts
ware in ling with book value. Of particular
note are;

Centennial Park, Elstree

The value of this site has been improved
through development and realisad through

a nurmber of disposals. The first two phases
of this 27 ha development, Phase 100/200,
comprising 16 units totalling 22,000 sg.m. on
5.2 ha and were sold to Morley for £35 million
at a netinitial yield of 6.2 per cent. The
partially-vacant office element of Centennial
Park, Phase 800/700, which comprises four
huildings totalling 6,200 sq.m. and generating
£1.3 million pa was contracted in December
for £16.3 millicn. This sale compieted early in
2006. Agreement has also been reached for
the sale of 1.4 ha on the site, subject to
planning consent being granted for a 153-
room hotel and leisure facility.
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Farnborough

Contracts were exchanged for the sale on

a subject-to-planning basis of 4.3 ha of land
to Redrow Homes. A planning application is
being submitted for consent for 500 residential
units. The £21 million sale price is subject to
adjustment, depending upon the affordalle
housing requirement and other planning
obfigations, Complation is anticipated in
Auturnn 2006. The introduction of this
residential develcpment, and its integration
with the Historic Quarter, will improve
sustainability and compliments existing
activities on the 51.8 ha Businass Park.

3/5 Bedford Row

A 2,200 sg.m. Central London office property
was sold for £8.8 million following refurbishment
and re-letting ona 15-year term to an existing
customer. This was the final element of a
portfolio of London offices acquired in the
garly 1990s.

Navigator Park, Heston

A 8,300 sg.m. office campus scheme in
Heston - mainly vacant and cne of the 23
properties acquired from Land Securities
in 2004 - was sold to UBS for £9.3 million.

The Bilton Centre, | eatherhead

Criginally acquired as part of Bilton plc in
1998, this ageing industrial and cffice estate
extending to 4,200 sg.m. was sold to the
adjoining owner for a sale price of £5 million,
representing a surplus of £0.4 million over
book vaiue,

Vista Park, Southampton

A 2.3 ha development site was sold 1o Tesco.
Originally acquired in December 1998, the
sale price of £4 milion produced a significant
surplus over book value.

Camberley Business Centre

2,500 sg.m. small business unit development
pre-sold to local property company Dolphin
Head for £3.6 million.

Other sales to cecupiers, investors and
residential developers raised a further
£3.3milion.

Centennial Park, Elstree

In November 2005, Slough Estates exchanged contracts
with Morley Fund Management for the sale of the first two
phases of its Centennial Business Park in Elsiree for

£35 million.

Phases 100 and 200 comprise 22,000 sg.m. of production/
warehousing space in 16 units, providing rental income

of £2.3 milion pa. The sale price reflects a net initial yield

of 8.2 per cent.

John Danks, Regional Director, North Londoen and East of
England commented:

“This sale follows a portfolio review and is in line with cur
strategy of trading stock and recycling capital across the
UK portfolio through an active acquisition and disposal
pregramme. The remaining land provides us with an
excellent development opportunity within the M25.

It follows the recent acquisition of the 37.3 ha Woodside
Estate at Dunstable which has strengthened our North
London and East of England region.”

—



Development

Development activity, both in terms of
speculative construction and pre-let
development, had been running at a low level
since 2002 due to an oversupply of floor space
and uncertainty in occupational markets.

Qver the course of 2005 we saw a good levsl
of take up for our core product of flexible
business space. The year was a letting record
in terms of numiers, volume, floor space and
rental income secured. After a low leve! of
activity in previous years, occupiers are now
starting to reassess their future space
requirements and are becoming more
confident about updating their property
portfolios. There is a parficular interest in
occupying new and modern premises, which
reflect an appropriate image to both customers
and employees.

As a result, we have committed to increase our
programme of speculative development in the
UK. However, this risk is managed by:

Diversification through develcpments in
12 locations over the next year, excluding
HelioSlough.

London Road, Crawley

In September 2005, Slough Estates and the global
electronics group Thales exchanged contracts for the
development of 47,000 sq.m. of office and R&DNight
industrial space on the London Road in Crawley.

# In December 2004, a single site of nine ha was created
from two adjoining purchases, of which, 28,000 sq.m.
of existing buildings were leased back to Thales

# Pre-lets with Thales will generate over £6.5 million
in rent annually

# The building of a prestigious new cormplex will allow the
relocation of six of Thales UK businesses from across the
South East of England into one site

% The facility will unite around 2,500 staff, plus
manufacturing and service centres catering for specialised
training, synthetic environments, communication, security,
giectronics and systems

= Construction began in January 2006 and will complete
in two phases, in 2007 and 2008

# The two ha balance of the site will be available in 2009,
providing the potential for 9,300 sg.m. of office space.

Mike Wilson, Regicnal Director, South London and South of
England, cormmented:

“This transaction represents one of the largest pre-
lettings in the South East for many years and is Slough
Eslate’s largest ever pre-let by floor area in the UK.”

Artist's impression.

Detailed knowledge and research of the
market using bast available market inteligence
from our own experience and from external
professional advisors.

Designing and specifying buildings to a size
and type that meet current and projected
occupier demand.

Careful monitoring of the construction
process to ensure new and refurbished
buildings are procured so as to minimise the
risk of cost over runs or delays. This includes
innovative initiatives, such as industry leading
fast track’ development techniques.

Developing strong retationships with local
planning authorities in the markets where we
invest. This is particularly the case at Slough
Trading Estate and Kings Narten Business
Centre which both benefit from SPZ status,
where planning consent has effectively been
granted in advance.

Pre-let developrment is particularly attractive.
Qur customers secure a product that meets
their exact requirgments in terms of size and

specification, delivered when they needit.
For us, pre-letting removes the letting risk
associated with speculative development
and locks in guaranteed returns.

Qur successes in pre-letting range from the
47,000 sq.m. complex under construction for
Thales at Crawley, to the 1,800 sq.m. unit built
for Bradford Builders Merchants at Weston-
super-Mare. However, due to the pace of
change in the business environment, many
occupiers have insufficient time 1o estabiish
their requirements, agree terms for a pre-let
and wait for the space to be delivered.
Accordingly the majority {83 per cent) of
developments in 2005 as in previous years
were in respect of buildings provided in
anticipation of future requirernents, i.e. ona
specuiative basis. While we remain committed
to increasing the proportion of pre-let
accommodation to secure the advantages
outlined above, we recognise that, going
forward, it will be necessary to provide arange
of new flexible business accommodation
designed to suit the most diverse range of
potential customers.
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Completed in 2005 sq.m. Underway sQ.M. Planned and potential development starts
Camberley — small unit scherme pre-sold 2484  Slough {Oxford Avenue) - industrial scheme excluding HelioSiough §9.m.
Portsmouth (Railway Triangls) — 2 industrial buldings 1,934 (Enaiiing work commenced) 39684 Crawley - pietet 1o Theles offices 42,310
Weston Supes Mare - pre-let warghouse 1757  Slough (Ajax Avenug) - pre-let business space 5814  Reading (Winnersh) - pre-let offices 1.858
Slough, Buckingham Avenue — G-unil Trade Pak 2,440 Portsmauth (Voyager Park) — enabling works for Birmingham (Argyle Street) - mixed
Slough. Sykes Road — ndustrial warehouse bulding 2,394 first phase {enabling work cemmenced) 16,594 industrial scherne 20,900
Stough, Buckingham Avenue - warehousa 4706 !_uton (_Phase 200 & Biton Court) - 14-unit I‘v‘l_ancheg.ter {Heywood Distribution Park)
— - industrial scheme 6,266 - industrialiwarehouse 65,500
Radlet; (Phase 200}, 12-unit industrial scheme 89,676 - -
Radleti - pre-let industriat facllity 8,968 Uxbr!dge - ofﬁc.es 1578 lThurro.ck Elffrognrore :: dust“n al Estate) -
Pertsmouth (Motor Park) — pre-let car showrcom 3,074 Usxbricge — business space 4691 incustrial "for sale ?C eme 4,163
: : i ‘ Farrborough offices 11,673  Dunstable (Woodside) - warehouse 14,000
Wesl Drayton — industrial scheme (first unit) 876 West Drayton fremainder of 4-Unit Slough {Farnham Road, Ajax Avenue,
West Drayton - pre-let car showroom 2,926 industrial scheme) 5100 Bedford Avenue) 11,334
Hounslow 25627 Total* 56,380  Stough - pre-lets in negotiation 14,768
Total” 1761 0 5 per cent pre-let at the year nd Slough (Bath Road) - offices 14,000
"50 per cent let and a further 10 per cent under offer at theyear end. Cannberley (Stanhope Road) 10,219
Hatton Cross — distribution facility 8,825
Feltham — industrialAvarehouse scheme 9,569
Bracknel - Lovelace Road 1.488
Haresfield — Javelin Park 9,068
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Phase 200 Riverside Way, Uxbridge

The Riverside Way site in Uxbridge demonstrates Slough
Estate’s strengths in revitalising a property to produce
flexible space that meets current and future business needs,

= Acouired in 1898, as part of Bitton Plc the site originally
comprised a number of older buildings, the majority of
witich wers at the end of their useful life

% The site provides access to the M40, M25 and M4
molorways, Heathrow Airport and Gentral London

% Redevelopment egan in 2000 with phase 100.
Ocecupiers include F3L. Aerospace, Kommerting, Lion
Apparel Systems Limited & WMF United Kingdom Limitec

# Phase 200 was a speculative development of two semi-
detached units providing 4,000 sq.m. of new
production/warehouse accommaodation. Both units were
let to Manpower, at £442, 753 pa

= Phase 200 received the Industrial Agents Society Award
for the Best industriai Cevelopment of 2004

Phil Redding, Regional Director, Heathrow and West
London, commented:

“Riverside Way is a project that demonstrates our
expertise in identifying, acquiring and redeveloping
property to deliver long-term regeneration of industrial
assets. Development worl continues with the
construction of Waterside House, a 2,000 sq.m. oftice
building and a further 5,000 sq.m, of flexible business
space, ranging in size from 230 t0 2,100 sq.m.”




Lettinogs — arecord year

% 160 transactions

# £15.8 million of new income

s 23 per cent by income from existing
customers

% 32 per cent by number of transactions
from existing customers

In addition to major new lettings to new
customers, such as the deal with BlackBerry®
(Research in Maotion), many of these
transactions are repeat business to existing
customers, such as the letting to LG
Electronics of 2,800 sq.m. at £216.88 psm
an a 10-year lease. Flexible practicas and
understanding custorner needs are important
in securing many of these deals. Examples
include the provision of interim decanting
space while the new property is fitted out

and expansion options within close proximity.

Pre-lettings included a purpose huit builaing
for the First Secretary of State for a Regional
Control Centre for the Fire and Rescue
Service at Camibridge Research Park -
agreed in August 2005. The facility will provide

200 Bath Road, Sloeugh

In atransaction that represented! one of the fargast Thames
Valley letlings in 2005, Stough Estates plclet a flagship
grade A 6,400 sq.m. office development on the Slough
Trading Estate, to Research in Motion (RIM}, the company
behind the BlackBerry™ mobile cornmunication device.
RIb also tock options on further business space to
accornmodate future expansion including 5,600 sq.m.

of offices and a 4,600 sg.m. data centre.

John Heawood, Group Executive Director,

UK Property said:

“Research in Motion is a feader in the field of mobile
commiunications, and joins & growing number of high
technology, research and development-oriented

companies choosing Siough Trading Estate as & location.

Apart from providing top quality business space, we are
able to accommodate the growth such businesses
expect to see. Qur substantial investment in our award-
winning Business Watch programme also makes for

a very secure environment in which to operate.”

Major dedis include:

Customer Buiding Type Loeation Rent £ pa

Research in Motion Offices Slough 1,708,975

Next Warehouse Manchester 1,647,770

Bank Data Centre Slough 1,023,668

Viglen Warehouse Radlaft 610,500

LG Hlectronics Offices Slough 608,480

SR Techrics Warshouse Feltham 526,274
Pentagon Showroom Portsmouth 480,700

Manpower Warehouse Uxbridge 442 759

Schedl Automotive Warehouse Oxford 350,000
Westcon Offices Slough 329,990
FNS Warehouse Slough 240,000
Cosco Warehouse Basildon 198,088

Pre-lettings

Thales Offices/R&D Crawley 6,465,300

Secretary of State Fire Control Centre Cambridge 1,349,322

UCB-Celitech Offices / Laboratories Slough $00,000

2,906 sq.m., produce income of £1.3 million
pa and is let on a 25-year lease with five-yearly
rent reviews. It is scheduled to be built in 2007
with completion in late 2008.
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Joint Ventures

HelicSlough Jv

HelioSlough Ltd, a 50/50 jcint venture
between Slough Estates and Helics
Properties, aims to develop a network of
strategic distribution parks throughout the UK,
sach park having the potentiat for over 92,900
sa.m. of B8 (distribution warehousing) space.
Both companies made an equity injection and
HelieSlough has £150 milion available to
invest in the secior, The joint venture brings
together Helios’ proven ability to deliver large-
scale development projects and Slough
Estates’ financial acumen and breadth of
experience 1o create a major player in
distribution development.

Acquisitions

Chorley

= 5.4 ha acquired from the Royal Ordnance

# Strong north-west distribution market

2 28,000 sq.m. distribution facility to be
deveioped

# Further 24.6 ha of iand secured on a phased
drawdown basis over the next five years

= Several pre-let enquiries currently being
progressed
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Wynyard 1, Tees Valley

#158.4 ha acquired from Wynyard Park LLP

i Prime location to access the North-East
distribution market

# 85,000 sg.m. to be developed in two
distribution units

Wynyard 2, Tees Valley
# 48,8 ha acquired from Wynyard Park LLP
# Capability to develop a further

118,900 sg.m

Stainforth
# Afurther 72.4 ha placed under option

Lettings

Traxpark, Doncaster

# 11,000 sq.m. distribution unit let to
Miller Brothers

@ 15-year lease at £51.13 psm

HelioSlough currently has no vacant
speculative development.

Disposals

Traxpark, Doncaster

# 11,000 sg.m. distribution unit sold to Morley
Investment Management (on behalf of UBS)
for £9.1 million

‘Wynyard 1, Tees Valiey

# Funding agreerment completed with BA
Pension Fund

# |nitial development of a single 28,000 sq.m.
speculative distribution unit to commence
early 2006

Developments

# Ning live schemes

# 78.3 ha under direct ownership (240,000
sq.m. development potential)

# 48,3 ha subject to development agreements
(198,000 sq.m. development potential)

# 368.2 ha under option

HelioSlough: Traxpark, Doncaster

HelicSlough let the final unit at its Traxpark development in
Doncaster, South Yorkshire and sold its Traxpark investment
to a client of Morey Fund Management for £2.1 miflion,
reflecting a net initial yield of six per cent.

The 11,000 sq.m., warehouse/distribution facility, with self-
contained service yard, was let 1o national electrical retallers,
Miller Brothers on a 15-year lease at arent of £574,650 pa
for the base bullding. Miller Brothers were already based in
Doricaster and this letting was a refocation of their
Distribution Centre and head office faclity.

Andrew Gulliford, Director, Corporate Acquisitions
commented:

“We built the final phase speculatively due to demand
for goed quality warehouse space in a great location.
Traxpark is weli positioned, with good access to the east
coast ports, the A1 and M1, and rail connections via an
intermodal facility. The sale price achieved reflects the
strength of the location and the development.”




Shopping Centres JV

Shepping Centres Limited is a 50/50 joint
venture between Slough Estates and Tesce
plc. The venture owns and manages a 19,000
sg.m. Retall Park in York and a 26,000 sq.m.
Shopping Centre in Surrey Quays, Rotherhithe.
Revenue is shared ona 50/50 basis,

Planning Consents have been secured during
2005 to extend the Tesco foodstores as
follows:

Surrey Quays 3,500 sgq.m.
York 3,100 sq.m.
Agreement is progressing with Tesco to fund
the extension proposals.

Surrey Quays falls within the boundaries of
the BL Canada Quays |.1d and LB Southwark
masterplan for Canada Water which wil
significantly regenerate the area over the
coming five years.

252 Bath Road, Slough

In the first half of 2005, Slough Estates announced the
letting of its office development at 2562 Bath Road, Slough
1o LG Electronics UK Ltd. The new building provides

LG with an additional 2,800 sq.m. of linked office space
in a state-of-the-art air-conditioned development over
three floors.

LG Electronics already occupied the adjacent 1,900 sq.m.
office at 250 Bath Road, which was 1aken as a pre-fet, and
the new letting represented a significant expansion for the
company. The new 10-year lease on the premises is at
£226.04 per sq.m., rising to £271.10 per sq.m.

Forming part of a landscaped courtyard development, the
scheme has beenrecognised with an award by the British
Council for Offices.

Stephen Bailey, Regional Director, Slough Trading Estate,
commented:

“We are delighted to be able to support LG Electronics’
expansion in the UK, which underiines the atiractiveness
of Slough as a location for international business and the
flexibility for growth within the Trading Estate. Our focus
is entirely on being adaptable and moving quickly to meet
customers' requirements. Our flexible leasing policy anc
simplified planning zone status are hugely beneficial.”

Outlook
Since the year end, 29,000 sa.m. has been et
producing an additional £2.16 million ofincorme.

The level of take up of core product -
evidenced by the numicer of transactions

and the level of rent secured - has encouraged
us to plan for a significant increase in
development starts to over 26G,000 sg.m. in
2008, 16 per cent of which is already pre-lst.

Part of the Cambridge Research Park —
including two let and one vacant office
buildings extending to 11,500 sg.m. — have
been sold for £23.2 million. A sale has also
Been completed of an 11,000 sq.m. mixed
use scheme in Basingstoke for £10.8 mitlion.
At Farnorough agreement has baen reached
for the sale of 1.4 ha subject to planning
consent being granted for hotel and leisure
facilities. These disposals are in line with our
continuing strategy of aggressively recyching
properties where there are limited
opportunities for us to add value. Further such
disposals are anticipated in 2006.

HelioSlough has acquired the Lymedale Cross
Business Park in Stoke, extending to 17.4 ha
of income-producing property and
developrment land. A 5,200 sq.m. pre-let has
been agreed with existing customer, Spode
and planning consent has been granted for
afurther 40,000 sa.m. of distribution space.

HelioSlcugh has also secured funding for
its 70,000 sqg.m. Nimbus Park Developrment
near Doncaster.

Going forward we envisage more occupiers
will review their property requirements and
make plans to acaulre property that witl assist
thermn to promote a positive image to customears
and attract and retain high calibre employees.

Our intention is to be in a position to satisfy
those requirements and deliver a standard
of service that will encourage greater
customer loyalty.
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Business Review: Continental Europe

“We have doubied our Continental
European operations over the past
12 months. At the end of 2005,

we had 1.1 million sq.m. under
management.”

Walter Hens
Managing Director, Europe
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Strategy

Slough Estates’ approach in Continental
Eurcpe is to expand in strategic locations,
with a focus on business centres in the
logistics, suburban office and light industrial
sectors. This expansion is achieved by
leveraging and growing close customer
relationships on a pan-European level, and
calling upon the experience of a management
tearn made up of local nationals whe
understand their individual markets.

Over the course of 2005, the Continental
European cperation doubled in terms of
geographical coverage, assets under
management, land bank and personnel.
Operations expanded in Germany and France
and new operations were acquired in the
target markets of the Netherlands, Poland,
Hungary and the Czech Republic. In Germany,
strategy has been adapted to change from:
a niche trader to a long-term investor.

2005 Performance

At the end of 2005, 1.1 milion sq.m. of space
was under management, anincrease of

127 per cent from 499,000 sg.m. at the end

of 2004, Ongoing asset management of the
portfolio remains a core business area and,
over the past year, a proaciive management
apprcach has been adopted to some
challenging areas in the traditional portfclic.

Development

206 ha are now held across seven Furopean
countrigs. This land bank provides a significant
development pipeline in target suburban
markets across Europe. High-profile
developments in core markats include:
Pegasus Park next to Brussels International
Airport; the 17 ha De Hoek scheme opposite
Schiphol Airport, Amsterdam,; the Portes de
France suburban office schermne next to the
Stade de France in St Denis; the Alzenau
logistics park near Frankfurt, Germany; and
Tulipan Park next to Prague Airport in the
Czech Republic. These international projects
are supported by a tier of domestic projects,
which complement the existing investment
portfolio, such as; the Carre des Aviateurs
scheme and the Alstom project, both to the
north of Paris, and the Zellik and Zaventem
projects on the outskirts of Brussels, Belgium.

La Courneuve, Paris

The headguarters of Alstom Power in La Courneuve were
acquired in a sale and leaseback transaction for £16.7 milion
net of acquisition costs.

The: 11 ha property provides 53,000 sq.m. of office and light
ndustrial accommaodation, which Alstom have leased back
for an annual rent of £1 million.

Laurent Horbette, General Manager, France, commented:
“This site provides a prime location for development.

The entire area is characterised by regeneration as heavy
Industry gives way to light industrial facilities. With
planned improvements to public transport and parking,
as well as excellent read links, we see many opportunities
for flexible business space investment.”

—




Since the start of 2006, German operations
have expanded from a concentration of
business park developments In the suburban
areas of Dsseldorf and Frankifurt, to holding
investment assets and development sites in
most of the large business centres acrass the
country. This improvement was achieved
largely through the acquisition of the
KarstadtQuelle AG portfolic.

In Central Europe, the development pipeline
in Poland mainly comprises three projects,
the largest of whichis a 61 ha logistics/
business park adjacent to the new mctorway
at Strykow in central Poland. Inthe Czech
Republic a six ha scheme is located next

to Prague Airport and there is anine ha
scheme in Budapest, Hungary.

Markets

The Continental European markets were
mixed throughout 2005, with only France
providing a strong occupational market.
Elsewherea there was positive activity in the
suburban business park markets in Germany,
where mast demand came from an active
domestic market. In Belgium and the
Netherlands, where occcupiers remain
cautious, the take up over the year has
not generated any net absorption, and

the markets remain flat.

In contrast to the occupational markets,

the investment market has seen strong vield
compression across all regions and sectors.
The markets are being driven by increased
money inflows to the existing institutional
investors and the continued arrival of new
market entrants.

“In 2006 we aim to consolidate the
individual country operations under
an enhanced European brand.”
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Business Review: Continental Europe

“The sale of the 3,300 sg.m. prime
office redevelopment on Avenue
Kléber, Paris to Fonciéres des
Regions realised a profit of

£4.5 million.”
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France — New developments

The start of 2005 saw the sale of the

3,300 sa.m. prime office redevelopment on
Avenue Kléber, Paris to Fonciéres des Regions
for £20.9 million. The transaction realised a
profit of £4.5 milion and marked the strategic
refacusing back to a core business model

of providing flexible business space

in suburban markets.

The second phase of the Carré des Aviateurs
fight industrial estate in Le Blanc Mesnil was
completed in 2005. Following the demalition of
redundant buildings, the estate now provides
21,000 sg.m. of high guality light industriat
accommodation with a further 16,000 sq.m.
for delivery in two phases.

In an expansion of the suburban Parisian
future portfolio, a mixture of income-
generating properties with development
potential were acquired as were sites for
immediate development, which complement
the existing pipeline.

Most notably, Slough Estates entered into
a 50/50 joint venture agreement with Capital
& Continental to develop the 27,000 sq.m.

Portes de France suburban office scheme

in St Denis, overlooking the Stade de France.
The property is located either side of the A8G
motorway (the second Paris ring road) and will
provide two interconnected office buildings.
The project will be delivered in late 2007

The headquarters of Alstom Power in La
Courneuve were acauired in a sale and
leaseback transaction for £16.7 million net
of agquisition costs. The 11 ha property
provides 53,000 sg.m. of office and light
industrial accommaodation, which Alstom
have leased kack for a nine-year fixed term
at an annual rent of £1 million. Included

in the sale is a 4.4 ha prime light industrial
site with substantial frontage onto the A86
motorway. This site will be developed over
the next few years,

An agreement is being progressed to acquire
and develop a 13 ha site at Gonesse to the
ncrth of Paris in between Charles de Gaulle
airport and Le Bourget airport. Subject to
receiving the necessary authorisations,

a 47,000 sg.m. light industrial scheme is
proposed, partly suitable for the cwner
occupier market.

Le Blanc Mesnil, France

The second phase of the Camé des Aviateurs ght industrial
estale in Le Blanc Mesnil, north of Paris, was complated in
2005. The seven ha site offers excellent transport links
tharks 1o its proximity to Le Bourget Airport and easy
access to the A1 metorway.

The estate is currenlly being developed to provide
37,000 sq.m. of grade A light iIndustrial accommodation.
At the end of 2005 the high fashion retaller, Paul & Joe,
signed a lease on a 1,700 sq.m. distribution centre.

Laurent Horbette, General Manager, France, said:

“With prime business links and potential for future
development, the Carré des Aviateurs estate is at

the: heart of an area that is currently undergoing much
change and improvement. This development, combined
with our property management expertise, offers the
space, facilities and flexibility that modern, growing
businesses need.”

_




Germany — From trader to investor
Over the past decade, as an active trading
developer, Slough Estates has produced
over 90,000 sg.m. cf flexible business
accommodation for the institutional
investor market,

This successful strategy is now baing
redefined to expand the Company’s presence
in Germany, by becoming a kong-term investor
as well as a trading developer. This new strategic
direction takes advantage of existing market
expertise and builds an investment portfolio
to complement existing operations.

In ling with this investment strategy, part of the
occupational pertfolio of KarstadtQuelle AG was
acquired in a sale and leaseback transaction
for £108.8 milion. KarstadtQuelle AG are ocne
of the largest retailers in Germany with gross
sales of £8.2 bilion in 2004. Their portfolio
included 296,000 sq.m. of accommodation
and 38.5 ha of development land located
throughout Germany. The majority of the
accommodation is let on long-term leases
and produces an annual rent of £8.2 millicn.
The portfolio comprises mainly long-term
investrments, although there is some short-

Frankfurt, Germany

The Alzenau developrmeant property cdose to Frankfurt, was
acquired in 2005, as part of a sale and leaseback
transaction for £106.5 milion with KarstadtQuelle AG.

The transaction involved the acquisition of a substantial
logistics and ancillary office portfolio, providing a total of
296,000 sq.m. of leased-back accommodation and
38.5 ha of undeveloped land.

The miin development properties are prime strategic sites
at locations in Berlin, Hamburg, Hanover, Dusseldorf/Essen
and Alzenau, all with good potential for the provision of
business park or logistic facilities,

Dr. Udo Titz, General Manager, Germarny, commented;

"At Afzenau, close to Frankfurt, we now have 25,000
sg.m, let to KarstadiQuelle AG's e-commerce subsidiary,
MNeckermann, and a further 10 ha of deveiopment land.
This development is a prime example of the assets
acquired in the KarstadiCQuelle portfolio.”

term trading potential and & substantial
development pipeline.

To align the trading portfolio with the new
investor strategy, a light industriat property in
Hamburg was sold to the real estate investment
and asset management company, Halverton,
for a gross disposal price of £8.4 million. The
property was developed by Slough Estates
and provides a total of 12,000 sqg.m. of light
industrial accornmodation, let to 19 tenants.

“We acquired the occupational
portfolio of KarstadtQuelle AG in
a sale and leaseback transaction
for £106.8 million.”
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Belgium - Consolidation of the portfolio
The latest building on Pegasus Park, Titan,
was delivered in the second half of 2005,

The property provides 6,100 sa.m. of highly-
specified office accommaodation and is being
rarketed folowing completion, while the lower
level has been let to World Class International,
a fitness centre. A further phase could provide
an extra 3,000 sg.m. of accormmaodation.

At the Bumst Legistics Park the first phase of
9,700 sg.m. {and an extension of 5,000 sq.m.)
was let to Cummins Diesel in early 20086.
Negotiations with a tenant for the second
phase are at an advanced stage.

Through a joint venture with KBC Vastgoed,
two light industrial properties were acquired
for a gross purchase price of £3.6 million,
reflecting a net inttial yield of 8.4 per cent.
The two properties, located in close proximity
1o existing holdings at Pegasus Park and at
Relegem, provide a total of 5,600 sg.m. of
office and light industrial accommaodaticn.
Let 1o nine tenants, they currently produce
£302,000 pa. The properties represant good
medium and long-term refurbishment or
redevelopment potential.

Elsewhere in the portfolio, progress has been
made on the zoning plan for the extension of
the Kortenberg development.

The Netherlands —

Focus on the Schiphol Airport market
Schiphol airport, the second largest airport

in Europe, is the heart of the international
ccoupier market in De Randstad, inthe
Netherdands. In 2005, Slough Estates entered
the market through the acquisition of a 60 per
cent stake in an experienced local developer,
Mairtand BV, to create Slough Estates
Maintand. Mainland is a wall-respected niche
developer in the Schiphol market and has
worked with international occupiers such

as Microsoft, Pfizer, Unisys, KLM and Nikon.
This acquisition not only provides a strong
platform to enter the Dutch market through the
experienced personnel and profile of Mainland
BV, but alsc provides access to an existing
develcpment pipeline and a strong land bank.
Ofthis pipeling, a 1,500 sq.m. office buiiding
was delivered in early 2006 to an owner
occupier, Corendon, a Turkish travel/hotel
agency. Discussions are underway with
occupiers on other sites.

Brussets, Belgium
Pegasus Park is a modern development, designed to meet
the ever-changing needs of today’s businesses.

Next to Zaventem International Airport, Brussels, this 16 ha
business park currently provides 115,000 sq.m. of office
accommodation in a landscaped environment. With
enviable motorway and rail links, the park also offers & 234-
roorm four star hotel cperated by NH Hotels, providing
comfortable, stylish accommaodation for business travellers.

No# Coessens, General Manager, Belgium, commented:
“Pegasus Park is one of the premier business parks

in Belgium and Eurcpe, It is a development that we

are proud of, as are the businesses that have based
themselves there. These companies include: Johnsen
Controls, DHL, Regus, Siemens, Cisco Systems,
Volkswagen Bank, Emerson, Sungard, NH Hotels,

and McDonald's.”

Top and bottom right: The Titan Building, phase 2,
Pegasus Park. Architect: Jaspers & Eyers.

Bottom left: Buiding 6, Pegasus Park. Architect,
Altiplan C.V.
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Following the Mainland acquisition, the prime
De Hoek site opposite the arport was
purchased through a 51 per cent joint venture.
In an agreement with the local authority, this
high-profile 17 ha site will be prormoted

to provide 108,000 sg.m. of fiexible business
$pace in a security park concept. Work is
expected to commence in 2008.

Central Europe -

Expansion into three new countries:
Poland, Hungary and the Czech Republic
In December 2005, the Central European
property development operations of Grontrni,
a leading European engineering frm, were
acquired by Slough Estates. The purchase
provides an immediate presence in Poland,
the Czech Republic and Hungary with
development teams already in place and sites
ready to develop. Several of these sites form
part of an existing network of logistics parks
which have been partially developed. These
developments will be integrated into the
Eurcpean logistics network and will receive
additional investment.

Lodz, Poland.

In December 2005, Slough Estates’ acquired GREI
{Grontmij Real Estate International), the Central European
property development operations of Grontmi, a leading
Eurcpean engineering firm.

Part of this portfolic is the Strykow Logistics Parkin Lodz,
Poland, a 61 ha site zoned for 270,000 sq.m. of development.

In an encouraging start to business in Central Europe,
Slough Estates has agreed to develop a new 43,000 sq.m.
warehouse and production facility for a major US
manufacturer, with delivery expected in Seplember 2006.
This pre-let is Slough Estates’ largest ever in Europe and
one of the biggest in the Polish market. It is a firm indication
of the company's intent in Europe,

Simon Hollins, General Manager, Gentral Europe,
commented:

“The Strykew Logistics Park shows clear progress in our
strategy of expansion in the core sectors of logistics, light
industrial and suburban office in Continental Europe.
Ease of access to the new motorway connecting Warsaw
te Berlin makes this park a major hub for logistics and
industrial cocupiers.”

Slough Estates now owns 80 ha and controls
afurther 17 ha under short-term options in
Central Europe. The logistics sites include;

61 ha at Strykow near Lodz on the new
motorway connecting Warsaw to Berlin, two
hain Poznan, six ha adjacent to Prague Airport,
and nine ha on the M1 motorway running west
out of Budapest. Also included is a site for a
16,000 sg.m. suburban office development,
close to the airport, in the Mokotov district of
Warsaw. Negotiations with various occupiers
are ongoing across the portfolio.

Moreover, Slough Estates has the right of first
refusal ontwo further sites in ftaly and Hungary
totalling 50 ha,

The new Central European team of 16 people
is coordinated from a head office in Maastricht,
The Netherlands, with sateliite offices in the
relevant countries.

Since the acquisition of the portfolio, in 2006
a pre-let for a new 43,000 sg.m. distribution
and manufacturing facility was agreed with
a major US company.

Outlook

in 2006 Slough Estates aims to bring together
the individual country cperations under a single,
enhanced Furopean presence based in Paris
and fully integrate recent corporate acquisitions
into the existing Eurcpean network. in uniting
these assets, the existing portiolio and land
bank not only provide synergies for cross-
porder logistics solutions, but equally a prime
development pipeline, especially in Belgium,
France and the Netherlands, is suitable for the
internaticnal occupier. Increasingly the
Company builds on this advantage to leverage
and grow customer relationships on a pan-
European basis,

Over the next 12 months, it is expacted that
the investment market will become maore
competitive. Slough Estates’ exceptional
position as both an investor and developer can
provide a significant competitive advantage
when sellers want 1o sell both types of assets
to one purchaser. This advantage was
apparent in the acquisition of the
KarstadtQuelle portfolic in Gemmany.
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“Our valuation surplus for the year
was 15.8 per cent or £127.5 million
and total fixed assets at year-end
valuation increased by £353 million
(65 per cent) from the previous year
to £959 million.”

Marshall Lees
President & CEQ, Siough Estates USAlnc
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Strategy

Slough Estates’ North American business

is positioned to exploit the growing demand
for space from the life sciences industry, with

a strategy to address the prudent management
of rigk.

This strategy is based on the following
major criteria:

# Investrent in major clusters of life
sciences activity

= Construction of “generic” industry facilities
which are flexible, durable and adaptable

# Development of critical rmass through
rnulti-building estate configurations,
which can benefit from the expansion
of client businesses

Since the adaption of the life sciences strategy
in 1994, over 465,000 sq.m. of life sciences
space has been developed and acquired in
California, with a pipegling of projects in
planning or under construction that totals
20,000 sg.m.

Slough Estates acquires premium sites and
assets suitable for development, redavelopment
or conversion to life sciences uses. The current
real estate portfolio includes approximately
372,000 sg.m. of life sciences product valued
at £714.3 million, and services the two largest
biotech companies in the world {Genentech
and Amgen),

Close relationships with clients are a keay
contributer to business expansion. The
Company enjoys axcellent client relationships
and has a strong brand profile in the iife
sciences industry. These factors will reflect
positively on future business prospects.

Hagcienda

In the second half of the year Slough Estates soid a
71,000 sq.m. portfolio of office properties at Pleasanton,
California, for £105.6 million, a net £61.8 million, to Triple
Net Properties, LLC.

Slough Estates received gross proceeds of £105.6 milion
for Phases 1 to Vil of the Pleasanton devalopment in the
Hacienda Businass Park — a premium of 38 per cent
against the half-year valuation prior to sale of £76.5 millicn.

After allowing for distributions to its partner, the National
Electrical Benefit Fund, Slough Estates USA realised net
cash proceeds of £75.8 million. This figure represents
a50.7 per cent increase over the book value and a
£33.2 million gain over the project cost of £42.6 milion
(77.9 per cent).

The sale of Pleasanton — at a signifficant premium to its
most recent valuation - represented a further major step
in the: focusing of Slough Estates’ US portfolio on the
development of properties for biotech companies around
San Francisco and San Diego.

Hacienda Businass Park, Pleasanton.




2005 Performance

Against the backdrop of a robust and resilient
US economy, Slough Estates continued to
expand in the life sciences sector and exit from
non-core assets. The valuation surplus for the
year was 15.8 per cent or £127.5 milion and
total fixed assets at year-end valuation
increased by £353 million (65 per cent) over the
previous year to £952 million. Net absorption
for the year was 22,000 sg.m. and the vacancy
rate at year end was just under 20 per cent —
a significant increase on last year mainly due
to the acquisition of the new properties at
Shoreline and Seaport.

Economic Overview

Buoyed by healthy consumer spending,
sustained productivity gains and low inflation,
the US economy continued to perform
strongly throughout 2005, despite adverse
weather events, rising energy costs and a
detericrating current account. Comimercial
real estate continued its gradual recovery

in cccupancy and rental rates in response

to the general business expansion.

Slough Estates international
US Property Portfclio California

North California

1 South San Francisco

2 Point Eden, Hayward

3 Seaport, Redweod City
4 Shorgline, Mountain View

South Californta

5  Bressi Business Park, Carlsbad
6 Poway Business Park, Poway
7 Torrey Pings, La Jolla

“With ready access to major
research institutions and a growing
demand for healthcare products,
we believe that the life sciences
sector will continue to flourish in
these two major metropoiitan areas.
We now have a strong property
development pipeline in place to
serve them.”
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Acquisitions and Disposals

The sale of activities in the US cutside the
health sciences core has seen successes in
hitting markets at the right time. During 2005,
the ieisure and residential complex in Florida,
known as Quail West, as well as the holding
in the Tipperary Cil and Gas company were
both scid, producing substantial profit over
book vaiue.

As part of the prograrmme of selling non-core
real estate assets, an exit from the project in
Elgin, lllincis, was completed by seling two
buildings and 12.2 ha of vacant land for

£8 mition to PanCor Construction &
Devalopment LLC for a net loss of £0.2 million
ovar its last valuation. The net praceeds reflect
again over cost of approximately £1.1 million
(17 per cent).

In late 2005, the 10-building, 71,000 sg.m.
estate in the Hacienda Business Park was
marketed for sale. The investment was widely
marketed and subsequently sold to Triple Net
Properties LLC for £105.6 million. After
allowing for proceeds to its partner (National
Electrical Benefit Fund), Slough Estates
realised net cash proceeds of £75.8 million.

This figure reprasents a 50.7 per cent increase
over the bock value and a £33.2 million gain
over the project cost of £42.6 milion (77.9

per cent),

Several acquisitions were completed during
the year to consolidate dominant competitive
positions in the life sciences clusters in the Bay
Area and San Diego County. Following the
acquisition and assembly of 32.5 ha of vacant
land in four separate adjacent transactions

in the South Poway Business Park for £24.1
million during 2004, two major parcels were
acquired in the Bressi Business Park,
Carlsbad, Califormia in mid 2005, adding
ancther 16.5 ha of land costing £19.9 milion.

These purchases enabled the creaticn of two
of the last major development sites in Central
and Northern San Diego County and wili
support approximately 204,000 sa.m. of
office/R&D space, placing Slough Estates in
a prime position for the anticipated growth of
demand over the balance of the decade. The
Carlsbad market features approximately 45 life
sciences companies and active marketing of
these sites is underway to accommaodate the
expected growth of this cluster.

Shoreline and Seaport

In June 2005 Slough Estates announced its purchase

of two business parks in the San Francisco Peninsula for
£168.1 milion. These purchases are a continuation of the
stated strategy 1o recycle assets in Californta so that Slough
Estates USA continues to be seli-financing.

The 67,000 sq.m. Shorgline Technology Center and the
58,000 sq.m. Segport Center from Equity Office Properties.
Major custorners include life science companies; Boston
Scientific, Perlegen Sciences, Abbott Laboratories, Radiant
Medical and LuMend and technology company Actel.
These two strategically-located estates aclded almost
125,000 sg.m. of space that is suitable for conversion to life
sciences uses and will enable the Company to provide for
the future growth of the industry in these iocations. The
year-end valuation produced a 12.6 per cent gain over the
purchase price of the two business parks.

Marshall Lees, President and CEQ, Slough Estates USA,
commented:

*The acquisition of the Shoreline and Seaport business
parks strengthens our porticlio in California in the short
term. There are significant opportunities for us to add
value to these projects through our estaklished reputation
and proven expertise in life science property which will
attract life science custemers to these well-located parks.”

Top left: Shoreling, Mountain View.
Top right: Seaport, Redwood City.

Bottom left: A view of San Francisco Airport from one of
Slough Estates’ sites in south San Francisco.




In February 2005, a 12,000 sq.m. vacant
bullding adjacent to the Poway site was
acquired for £1.1 million. This site is marketed
together with two cffice/R&D buildings totalling
14,000 sq.m. that were completed in mid 2005.

In the Bay Area, two major business parks
were acquired in the San Francisco Peninsula
~in Redwood City and Mourtain View —to
exploit the growth of local life sciences clusters
in the respective local markets. The Shoreline
Technology Park and Seaport Center were
acquired from Equity Office Properties in June
for £168.1 millicn. These two strategically-
located estates added almaost 125,000 sq.m.
of space that is suitable for conversion to life
sciences uses, providing for the future growth
of the industry in these locations. The year-end
valuation produced a 12.6 per cent gain cver
the purchase price of the two business parks.

Britannia East Grand

In December 2004, a master lease was executed
with Genentech to develop a £191.3 million,
eight-building life sciences campus on the site

in South San Francisco, California.

In 2005 construction started on the four-building,

42,000 sq.m., Phase | component in 2005 and is on target
for completion during 2006. Phase I, consisting of four
buildings totaling 31,000 sq.m., will commence
construction during 2006.

Upon its completion and occupancy in 2008, this project
should deliver an initial, annualised rental income of
approximately £18 8 million.

Development

In December 2004, a master lease was
completed with Genentech to develop

a £191.3 million, eight-bulding life sciences
campus on the 11.3 ha Britannia East Grand
site in South San Francisco. In 2005
construction started on Phase |, a four-
building, 42,000 sq.m. project, which is on
target for complation during 2008. Phase I,
consisting of four buildings totalling 31,000
sq.m., will commence construction during
2006, Upon its completion and occupancy
in 2008, this project is contracted to defiver
an initial, annuatlised rental income of
approximately £19.8 million.

In mid 2005, Phase | of a unique modular
laboratory facility was completed in South San
Francisco. This pioneering 6,000 sg.m. life
sciences facility, featuring flexible 460 and

930 sq.m. laboratory units, was the product of
two years planning and design and is targeted
at emerging biotech companias requiring

small laboratories on flexible lease tarms.

The modular laboratory concept was
developed in order to cater to these life
sciences companies requiring sophisticated
laboratory facilities for relatively shart periods
oftime. It is anticipated that this investrment will
also provide access to life sciences companies
at the smaller end of the scale, to develop
relationships and to capture opportunities for
future expansion. A Phase |l project of 5,800
sqg.m. — adjacent to the initiat facility and
featuring four 1,400 sg.m. units — commenced
construction during the year and is scheduled
for completion in mid 20086.

In October 2005, Amgen exercised an opticn
to commence construction of the final buitding
at Britannia Oyster Point, South San
Francisco. The 8,600 sg.m. office/laboratory
facility is now under construction and is
scheduled for completion and occupancy

in mid 2007,
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Development pipeline

The level of enguiries for life sciences facilities
in the Bay Area and San Diego County is
enceuraging and Slough Estates is confident
that additional development and acquisition
transactions will take place during 2006 and
beyond. In order to accommodate the
anticipated growth of demand in the Bay Area,
the Company is under contract to acquire

a 9.3 ha site in Brisbane, California, that wi
support a five-building, 50,000 sg.m. life
sciences campus. This project Is subject

to planning consent.

Redeveloprnent of the original core of the
Peint Grand life sciences campus in South
San Franciscois currently under evaluation.
The project would convert the existing, four-
building, 16,000 sg.m. mass into a four-
building, 45,000 sg.m. campus, and is subject
to planning consent.

Planned recevelopment of a warehouse
building site in South San Francisco would
resultin the demolition of a 15,000 sg.m.
buitding, to be replaced with approximately
29,000 sq.m. of office/laboratery space. This
project is also subject to planning consent
from the City.

Consent has been granted to redevelop
another warshouse site adjacent to the
Britannia Oyster Point project in Scuth San
Francisco. The 18,000 sq.m. industrial
building has been demolished and planning
consent was received in March 2005 for
athree-puilding, 29,000 sg.m. lile sciences
campus. The expected expansion of the fe
sciences industry in the local area should
provide opportunities to lease these planned
developments.

Poway Business Park and Bressi Business Park

Slough Estates completed several acquisitions during the
year 1o consolidate its dominant competitive positions in the
ife scionces clusters in the Bay Area and San Diego County.

Following the acquisition and assembly of 32.5 ha of
contiguous vacant fand in four separate transactions in the
South Poway Business Park for £23.8 million during 2004,
two mijor parcels were acquired in the Bressi Business
Park, Carlsbad, California in mid-2005, adding another
16.5 ha of land costing £20.8 milion (which will support
about 65,000 sq.m. of office/R&D develcpment).

The assembly of two of the last maor development sites
in Central and Northern San Diego County will support
approximately 185,000 sq.m. of office/R&D space and
position Slough Estates for the anticipated growth of
demand over the balance of the decade. The Carlsbad
market features approximately 45 life sciences companies
and Stough Estates is marketing its sites to accommodate
the expected growth of this cluster.

Poway Business Park, Poway.

—




Lettings

The components of the 19.5 par cent vacancy
rate (81,000 sg.m. at the end of 2005) are

as follows:

Area—sq.m. % Portfolio
Total Vacancy 81,034 19.5
Completed Development 20,622 49
Acquisitions in 2005 28,828 6.9
Cors Vacancy 31,752 7.

There were major successes on the leasing
front during the year. Following Pfizer's £36.4
million lease buy out of its obligation on the
21,000 sg.m. Sugen campus in South San
Francisco in January 2005, Slough Estates
assumed control of the space and signed
leases with Exelixis and Rinat in the first half
of the year for the remaining 14,000 sg.m.

FoxHollow

Following the acquisition of the Shoreline and Seaport
developments, Slough Estates negctiated leases with
FoxHollow Technologies {12,000 sq.m. in Shorefine) and
Rubicor {2,300 sg.m. in Seaport).

These transactions vindicated the decision to acquire the

projects and to reposition them for progressive conversion
to lfe sciences uses.

Shoreline, Mountain View.

Following the acauisition of the Shoreline
and Seaport developments, leases were
negotiated with FoexHallow Technologies
{12,000 sg.m. in Shoreling) and Rubicor
(2,300 sq.m. in Seaport). These transactions
vindicated the decision to acquire the projects
and tc reposition them for progressive
conversion to life sciences uses.

During the year at the Point Eden estate in
Hayward, Galifornia, the build-out of space
for the biotech company, Accologix, was
completed (1,800 sq.m.} and a lease was
secured for the expansion of Novo Nordisk
{4,500 sg.m.). The lease on Buiding B {8,700
50.m.) with Amgen wil complete the build-out
of the Britannia Oyster Point | campus.,

Qutlook

QOver the past three years, substantial value
has been created for shareholders through the
pursuit of development opportunities in the US
life sciences market.

Building on a productive and rewarding year
in 2005, more initiatives are in the pipeline,
which will generate aftractive development
and investment opportunities during 2006
and beyond.

The vacancy in the existing portfolio (core
vacancy) will be further reduced through
leasing and the development of pre-leased
product. Through aggressive marketing and
leasing strategies, it is also expected that the
non-core elements of vacancy (completed
developments and acquisitions) will be
reduced during 2006.

Slough Estates aims to further enhance its
leading position as the preeminent developer
and owner of life sciences facilities in the Bay
Area and San Diego County.
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UK property portfolio

As at 31 December 2005 Land for Industrial/

Landarea  development warehousing Office Retail Total Number of Rerit roll
Location ha ha sq.m. sq.m. $g.m. 8Q.mM. tenants £000
UK
Slough 197 1 555,925 82,612 33,737 672274 391 70,520
Heathrow and West London 26 7 332,667 10,138 4,370 347175 226 27,962
Thames Valley and West of England 98 12 259,438 32,203 - 291,641 176 25,887
South London and South of England 123 4 238,197 11,558 - 249,755 118 14,437
North London and East of England 160 18 410,835 29,780 199 440,914 174 23,905
Midlands 137 19 392,391 15,287 17,040 424,718 201 203,349
Helio8lough (50%) 78 78 - - - - - -
Hetail (50%) 18 — - 393 44 967 45,360 69 9,479
Total 897 176 2,189,553 181,971 100,313 2,471,837 1,353 192,639
Percentage by use 89 7 4
Slough 197 1 555,925 82,612 33,737 672,274 391 70,520
Total 197 1 555,925 82,612 33,737 672,274 3N 70,520
Heathrow and West London
Londen, NW10 6 — 31,223 - - 31,223 37 2,622
Londen, W3 4 - 19.512 - - 19,512 15 1,828
Feltham 26 - 90,138 8,668 - 98,806 36 8,743
Hounslow 4 - 17,346 - - 17,346 10 703
Isleworth S -~ 24,154 713 - 24,867 22 1,812
Greenford 3] — 24,855 - - 24,855 14 1,824
Hayes §] — 22,161 - - 22,161 34 1,640
Colnbrook 5 — 23,819 - - 29,819 26 1,602
Uxbridge 7 7 8,277 757 - 9,034 9 1,082
West Drayton 7 — 29,512 - - 29,512 12 2,479
Scuth Ruislip 3 - 8,357 — 4,370 10,727 3 1,650
Heston 8 - 29,213 - — 28,213 8 2,076
Total 86 7 332,667 10,138 4,370 347,175 226 27,962
Thames Valley and West of England
Ascot 11 - - 9,350 - 9,350 1 2,624
HighWycombe G — 31,564 2,169 - 33,733 27 2,796
Bristol 7 - 21,892 - - 21,892 17 1,545
Yate 9 - 31,568 - - 31,568 26 1,630
Weston-super-Mare 8 1 27,328 - - 27,328 42 1,334
Winnersh 33 - 111,143 20,684 - 131,827 37 13,857
Swindon 3 - 11,180 - - 11,180 5 709
Bracknell 2 - 4,867 - - 4,867 10 420
Gloucester 11 11 - - - - - -
Wokingham 2 - 7,465 - ~ 7,465 7 547
Oxford 3 - 12,431 - - 12,431 4 525 -
Total 98 12 259,438 32,203 — 23,641 176 25,987
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Land for Industrial/ Business/

landarea  development warehousing office Retail Total Nurrber of Rent roll
Location ha ha 5¢.M. S0, sQ.m. S0 tenants £o00
South London and South of England
Farmborough 52 25 865 11,558 - 12,423 5 1,580
Crawley 9 2 33,809 - - 33,809 1 1,100
Portsmouith 34 14 62,096 - - 52,096 46 4,365
Southampton 3 - 13,035 - - 13,035 5 675
Basingstoke 4 - 15,944 - - 15,944 15 1,396
Camberlay 2 - 13,789 - - 13,789 2 50
Epsom 1 - 6,843 — - 6,843 3 323
Coulsden 2 - 0,448 - - 9,448 4 349
Croydon 5 - 19,990 - - 19,990 7 1,156
Fareham 3 - 12,169 - - 12,169 - -
Frimley 3 - 21,863 - - 21,863 20 1,691
Londen, SW19 2 - 9,973 - - 0,973 1 801
Guildford 2 - 11,9256 - - 11,925 6 641
Swarley 1 - 5,448 - — 6,448 1 340
Total 123 41 238,197 11,558 - 249,755 116 14,437
North London and East of England
Cambridge 45 10 - 19,197 - 19,197 8 2,048
Welwyn Garden City 2 - 2,541 ~ - 9,541 23 825
Elstree 22 5 10,798 6,270 - 17,068 10 1,316
Edmonton 2 - 16,836 - - 16,836 1 435
Chelmsford 4 - 15,691 - - 15,691 10 874
Radiett 12 - 44,540 - - 44,540 12 1,458
Luton 9 - 32,830 - - 32,830 27 1,740
Barking 3 — 13,338 - - 13,333 4 749
Hatfield 6 - 31,580 - - 31,580 1 2,500
Hunitingden 2 - 8,500 - - 8,508 13 526
West Thurrock 6 - 30,050 - - 30,050 12 1,458
Basildon 10 - 55,553 4,313 - 50,866 16 3,055
Dunstable 37 3 141663 199 141,868 30 5,921
Total 160 18 410,935 29,780 199 440,914 174 23,9056
Midlands
Birmingham 27 5 59,365 5,205 - 74,570 87 4,350
Cldbury 2 ~ 4,315 1,575 - 5,890 6 489
Huddersfield 8 - 15,315 - 9,023 24,338 18 1,374
Chester 3 - - - 7,711 7,711 4 1,638
Runcorn 4 - 13,687 - - 13,697 4 636
Northampton 5 - 20,565 - - 20,565 2 1,089
Warringten 5 - 20,671 - - 20,671 27 840
Derby 4 - 13,631 4,034 - 17,665 11 1,168
Manchester 79 14 234,832 4,473 306 239,611 42 8,765
Total 137 19 392,3N 15,287 17,040 424,718 201 20,349
HelioSlough (50/50 joint venture)
Nimbus Thorng, Dencaster (50 %) 24 24 - - - - - =
Wynyard 2 (50 %) 49 49 - - - -~ - -
Chorley (50 %) 5 5 — - — — - -
Total 78 78 - - - - - -
Retait
Surrey Quays, Rotherhithe (50 %) 9 — - 393 25,655 26,048 58 5,330
Clifton Mogr, York (50 %} 9 - — - 19,312 19,312 10 4,148
Total 18 - - 393 44,967 45,360 69 9,479
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International property portfolio

As at 31 December 2005 Land for Industrial/ Business/
tandarea  development warehousing office Retail Total Number of Rent roh

Location ha, ha sq.m. 5q.m. SQLIM. SQ.M. tenarits £000
Belgium 71 44 101,964 79,623 2,797 184,384 95 13,952
France &7 7 301,511 8,035 17,812 327,358 22 10,964
Germany 144 66 821,517 - 846 622,363 100 12,453
Central Europe 79 77 - - - - - -
The Netherlands 27 27 - - - - - —
US 171 64 381,823 14,617 18,526 414,966 69 58,011
Total 558 285 1,406,815 102,275 39,981 1,549,071 286 95,380
Percentage by use — - 90 7 3 - - -
Belgium
Woluwe St Stevens 4 - 20,532 - - 20,632 18 878
Zavenitem E40 1 - 5,106 - 2,337 7,443 9 304
Horizon 2 1 6,536 - - 8,536 7 505
Sirius 1 1 - - - - - -
Kortenberg (50%) 5 4 — - 460 480 1 28
Relegem 4 - 18,334 - - 19,334 24 1,459
Pegasus — Diegam 15 11 - 79,623 - 79,623 23 8,926
Pegasus -~ Diegem (50%) 1 1 — - - - 1 150
Nivelles {(50%) 6 4 8,424 - - 8,424 2 284
Diegem 2 (50%) 3 3 - - - - - -
Diegem (UPS) (0%) 3 1 10,131 - - 10,131 1 514
UPS Extension (50%) 1 - 3,378 — - 3,376 4 150
Zelik (50%;) 2 2 - — - - - -
Zaventem 3 (50%) 4] 6 - - - - - -
Bornem (50%) 11 7 16,517 - - 16,517 1 598
Rumst (50%) 5 3 9,746 - - 9,748 - -
Zellik 1) (50%) 1 — 2,262 - - 2,262 4 156

71 44 101,964 79,623 2,797 184,384 95 13,952
France
Colombes 3 - - - 17,812 17,812 1 1,174
Bures Crsay 4 — 19,264 - - 19,264 3 499
Aulnay sous Bois 2 - 11,155 - - 11,1565 1 474
Nanterre (56%) - - - 5,803 — 5,803 - -
Evry 5 - 28,087 - - 26,087 2 1,073
Marly La Ville 25 - 108,382 - - 108,382 6 4,081
Cergy Pontoise 10 - 51,645 - - 51,845 2 1,967
La Cournsuve 11 4 66,043 - - 66,043 1 959
Blanc Mesnil 7 3 18,935 2,232 - 21,167 6 737

67 7 301,511 8,035 17,812 327,358 22 10,964
Germany
Neuss 9 2 35,676 - - 35,876 15 1,196
Mdénchengladbach 7 5 27,225 - - 27,225 12 542
Frankfurt 4 — 10,875 - - 10,875 3 340
Kapellen 5 2 12,186 - - 12,186 - -
Ratingen 3 - 17,325 - — 17,325 24 924
Dormagen 1 - 6,327 - - 6,327 1 336
Krefeld 2 - 7,596 - - 7,596 2 163
Braunschweig 5 5 15,318 - - 15,318 1 135
Flenshurg 1 1 3,330 - — 3.330 - -
Géttingen 2 2 11,219 - - 11,219 3 81
Hamburg 5 - 32,612 — - 32,612 1 572
Kig 8 5] 19,725 - - 19,725 1 3
Llpeck 2 2 11,087 - - 11,087 2 141
Rendsburg i 1 6,364 - — 6.364 - -
Dortmund—Kley 2 2 8,804 - - 8,904 - -
Dlsseldorf 2 - 19,637 - - 19,637 2 164
Essen 3 2 31,556 - - 31,656 3 218
Holzwickede 7 - 33,599 - - 33,569 1 385
Berlin 7 3 83,873 - - 83,873 B 1,458
Dresden 1 1 805 - 846 1,651 1 33

Note: Totals on pages 44 and 45 include the full rent roll from joint ventures in which the Gompany has a share, as indicated in brackets.

44 Slough Estates plc Annual Report 2005




Land for Industrial/ Business/

landarea  development warehousing office Retail Total Number of Rent roll
Locaticn ha ha 50T, SQ.M. S0.M. 5Q.Mm. fenanis 2000
Germany continued
Hoverswerda 1 1 472 - - 472 1 4
Alzenau 17 10 25,172 — — 25,172 1 872
Butzbach 3 — 10,208 - - 10,298 1 357
Darmstadt 3 12,011 - - 12,011 1 101
Floersheirm 11 17 41,404 - - 41,404 4 193
GieBen 2 7,552 - - 7,552 - -
Saarbricken 2 12,534 - - 12,534 - -
Aulendorf 1 - 2,002 - - 2,002 1 43
Bad Waldsee 2 1 49,355 - — 49,355 2 1,947
Fraunaurach 7 - 18,472 - - 18,472 1 727
Fiirth 5 - 23,340 - - 23,340 1 738
Marklustenau 1 - 1,065 - - 1,085 1 20
Neurnarkt o] 2 12,838 - - 12,838 1 609
Schlierbach 1 7,582 - - 7,582 1 268
Sennfeld 1 - 2,181 - - 2,181 1 93

144 66 621,517 - 846 622,363 100 12,453
Central Eurcpe
Czech Republic
Hostivice 8 [ - - — - - -
Hungary
Vendel Park 9 8 - - - - - -
Poland
Poznan 2 - - - - - -
Strykow 61 B0 - - - - - -
Warsaw 1 1 — — — — - -
79 77 - - - - -
The Netherlands
Mainbuilding {60%) - - — - — - - -
Formaeren {20%) 2 2 - - - - - -~
De Hoek (51%) 17 17 - — — — - -
Lutkermeer (60%) 8 8 - - - - - -
27 27 - — — - -
Us
Peoria: llinois
Cherrytree (25%) 7 - - - 18,526 18,526 15 488
California
San Diego
Torrey Pines 1 {32.5%) 2 - 7,837 - - 7,837 1 1,820
Torrey Pines 2 (50%) i - 4,297 - - 4,297 1 g28
Torrey Pines Science Center 3 - 15,462 - - 15,462 2 3,767 -
Jorreyana 3 - 7,898 - - 7,898 1 456
Torrey Pines Science Park 7 - 27,110 - - 27,110 6 2816
Carlsbad 18 16 - - - - - -
Poway 36 29 26,105 - - 26,105 - -
8an Francisco
Peint Eden, Hayward 16 - 49,346 ~ - 49,346 8 3,851
Oyster Point 13 4 45,070 - - 45,070 3 17,239
East Grand 11 11 - - - - - -
Gateway (55%) 3 - 13,600 - - 13,680 1 2,469
Gateway 2 - 9,854 - - 9,854 1 2,426
Seaport 12 - 43,056 14,617 - 57,673 12 4,592
Shoreling 21 - 67,493 - - 67,493 12 7,081
Forbas 3 3 - - - - - -
Medular Labs | 1 — 5,029 — - 6,029 - -
Modular Labs |l 1 i - - - - - -
Point Grand 13 - 58,576 - - 58,576 B 0,978
171 64 381,823 14,617 18,526 414,966 69 58,011

UK 897 176 2,189,553 181,971 100,313 2,471,837 1,353 192,639
International 559 285 1,406,815 102,275 39,981 1,543,071 288 95,380
Total 1,456 461 3,596,368 284,246 140,294 4,020,908 1,639 288,019
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Development programme

Completed construction in 2005

Undler construction at 31 December 2005

2005 2005sgm. Sg.m.

Location Type sqm.  LetorSold  Location Type Sqgm. Letor Seld
UK UK
Edinburgh Avenug, Slough industrigt 2,394 Aax Averg, Slough Office 5914 5914
Camberley Business Centre Industrial 2,484 2,484  Fowler Avenue, Famborough Office 3,798
Radlett Road, Radlett Industriat 0,676 2,384 Fowler Avenue, Farnborough Office 3,233
Stone Close, West Drayton Car Showroom 2,926 2,926  O'Gorman Avenue, Farnborough Office 4,544
Stockley Close, West Drayton Industrial 876 876  Riverside Way, Uxbridge Cffice 1,978
Buckingham Avenue, Slough Industrial 2,440 511 Riverside Way, Uxbridge Industriat 2,899
Buckingham Avenue, Slough Industrigl 4,706 Riverside Way, Uxbridge Industrial 2,093
Gazelle Boad, Westen Super Mare Industriai 1,757 1,757  Stockley Close, West Drayton Industrial 5,100
Pulborough Way, Hounslow Industriai 2527 Bilton Court, Luton Indlustrial 6,266
Motor Park, Portsmouth Car Showroom 3,074 3,074
Railway Triangle, Portsmouth Industrial 1,934 UK total 35,823 5,914
Handley Page Way, Radlett Industrial 6,968 6,968
HelioSiough, varicus locations Logistics 11,148 11,148 US

East Grand, South San Francisco R&D 72836 72,838
UK total 52,910 32,128  Britannia Modular Labs I, South San Francisco  R&D 5,739

Oyster Point, South San Francisco R&D 8,658 8,658
Belgium
Pegasus bullding 5 extengion Offices 6,694 688  Interngtional total 87,233 81,494
France Group total 123,056 87,408
Le Blanc Masnil Industrial 10,147 3,709

% Let or Soid 1%
Germany
Kapehen Logistics Cernitre 12,186
Krefeld Business Park 7,596 3,507
Neuss VI Logistics Centre 21,170¢ 18,327
Dormagen Industrial 6,327 6,327
Neuss V Business Park 5,804 392
us
Britannia Modular Labs | {Allerton},
South San Francisco Biotech/Office 8,029
Poway A&B Biotech/Office 14,492
International total 20,445 32,950
Group total 143,355 65,078
% Let or Sold 45.4%
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Anticipated development in 2006

Location Type Sa.m.
UK

Whitby Boad, Slough Industrial 2,580
Farnham Road, Slough Retail 5,824
Buckingham Avenue, Slough industrial 7,000
Farnham Road, Stough Leisure 3,351
Aja Avenue, Slough Industrial 5,685
Bedford Avenue, Slough industrial 1,430
Oxford Avenue, Slough Industrial 3,964
Bath Road, Slough Office 11,000
Voyager Park, Portsmouth Industrial 16,083
Lovelace Road, Bracknell industrial 1,488
Heywood, Manchester Industrial 6,747
Argyle Street, Birmingham Industrial 20,900
Stanhope Road, Gamberley Industrial 10,046
London Road, Crawley Office 42,310
Faggs Road, Feltham Industrial 8,900
Javeln Park, Haresfield industrial 5,058
Agilent Site, Winnersh Office 1,858
Frogmaore Business Centre, West Thurrock  Industrial 4,294
Nimbus Thorne, Doncaster (HelioSlough)  Industrial 68,677
Chorley {HelicSlough) Industrial 27,871
UK total 260,056
Belgium

Rumst Logistics 43,000
Sirius Hotel 21,000
Zellik Industrial 10,100
Kortenberg [ndustrial 8,500
Pegasus Office 5,250
Belgium total 85,850
France

Saint Denis Offices 26,500
Le Blanc Mesnil Industrial 5,000
France total 31,500
Germany

Kapellen, Phase Il Industrial 7.860
Ménchengladbach Industrial 22,731
Frankfurt Industrial 12,780
Braunschwelg Industrial 15,316
Damstacht Inclustrial 12,000
Essen Industrial 12,000
Berlin Industrial 8,000
Germany total 90,687
Central Europe

Poland Industrial 46,000
Czech Republic Industrial 20,000
Hungary Industrial 12,000
Central Europe total 78,000
Us

Poway R&D 17,837
Torrey Pines Science Park 5, San Diego R&D 4,181
US total 22,018
International total 308,055
Group total 568,111
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Corporate responsibility

Our Third Corporate Responsibility
Report (which is a summary report
this year) has fuller details of Slough
Estates corporate responsibility
activities in 2005 and can be
downlocaded from our website

on www.sloughestates.com/cr.
Alternatively, copies are available
from the Company Secretary.

This is a resume of the report.
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Key highlights

Slough Estates set a total of 40 CR targets at
the beginning of 2005. 75 per cent of these
have been fully achieved and a further five per
cent have been substantially progressed. Just
three targats remain un-progressed at year
end. Particular achieverments 1o be highlighted
are listed below, alongside their associated
business benefits.

# The adaptation of the UK Environmenital
Management System (EMS) for Belgium,
and a commitment to roll this out to a further
two European courtries in 2008, Having
been adapted to reflect national differences
in the regulatory framework, the EMS will
help to ensure greater consistency in the
ervironmental standards that are achieved
across Slough Estates’ cperations.

# The establishrnent of an online property
management datalzase, which includes
fields on energy, water and waste
performance data, This new intranet-based
system should enable Slough Estates to
michitor environmental performance more
effectively and improve management
practices accordingly. In 2006 we shalt be
investigating the feasibility for extending this
system to our international operations.

Table 2: Key Performance Indicators

= The extension of the Slough Trading Estate
CCTV surveillance system to a further
three sites via a remote monitoring
system. The scheme has proved to be
highly cost-effective, as the crime figures
on the Trading Estate have dropped
dramatically since its installation, and it
forms a significant aspect of cur marketing
campaigns to progpective customers.

# Initial stages of research to investigate
market demand for “green” buildings
amongst cur customer base. This has led to
the development of a questionnaire focusing
on a range of buiiding-related environmental
characteristics and enauiring about the
extent of demand for these, both now and
in the future. Responses to this survey will
help Slough Estates to refine the design
specifications of new developments and
major refurbishments.

Table 1: Progress against Targets 2005

No, of
Targets 0%

5% 50% 75% 100%

Total by
number 40 3 3 2 2 30

% ot total 100 75 7.5 5 5 75

Detailed KPI 2005 2004
Economic

Property investrnent income £257.6m £232.5m

Profit before tax and exceptional items £120.4m £133.3m

Adjusted basic earnings per share 24.0p 24.7p
Social
Employees Total UK employes turmaver {excluding retirees) 6.28%  Newin 2005

% of UK staff that are fernale 32.6% Newin 2005
Customers Overall customer Satisfaction {proportion of customers rating

good orexcellent) 649% 57%'
Health & Safety Accident Incident Rate 2,515 2,128
Community Tetal denation in cash and in kind to community

and civil society €627, 914 £525.000°
Crime, prevention & security  Total crime figures on the Slough Trading Estate

{incidents of crime per person on the Slough Trading Estate) 0.008 0.014
Environmental
Carbon emissions
associated with energy use  Kg GO,/ floor space 2068 207
Water use Total m? of water used/employee 24 26
Waste Waste {tonnes) own-office occupation 53.78 47
Renewable energy Renewable Energy Generation Gwh (Slough Heat & Power) 247 184
Pallution Nurnber and value of notifiable spilages or pollution incidents

resulting from the actions of ocur customers or contractors 0 Newin 2005
Land use Area of “green space” created as a proportion

of new developments 1% 15%
Nuisance Nurmber of environmental nuisance complaints received C  Newin2005

! Overall customer satisfaction figures are weighted according 1o the number of interviews conducted per property. Flease note, that the
figure reported in the 2004 CR report referred to a direct average of the properties studied.
*The methodology used to calculate the Accident Incident Rate was revised in 2005 to correspond to HSE methodalogy; the figure
reported here is therefore different from that stated in the 2004 CR report, which should now be discounted. The figure reported relates
to the number of accidents during the period divided by the average number of employees multiplied by 100,000,

*2004 CRreport mistakenly reperted this figure as cash only donations, whereas it in fact also included ‘in kind' denations.




Report Scope

All of the data in the summary report covers
Slough Estates’ activities in the UK. Some
data (including energy and water use) also
includes Slough Estates” activities in
continental Europe and US. All the information
relates 1o the calendar year ending on

31 December 2C05.

Headline performance indicators

Qur commitment to CR recognises the need
for continual improvement to ensure that our
business processes, procedures and reporting
reflect current best practice. We have identified
a number of performance indicators across all
stakeholder groups that we feel provide a useful
reflection of our progress year on year. We are
pleased to report that the majority of our KPIs
demonstrate an improvernant in performance
since 2004, In those areas where our
performance has not improved, we seek to
establish the reasons for the trend, and ensure
that they receive greater attention in future.

Economic Performance and

Corporate Governance

Slough Estates’ economic impacts include
the company’s financial interactions with key
stakeholders. The financial highlights on
page 2 of the attached accounts illustrate our
performance with regard to our shareholders
and investors.

We have recently become a member of the
institute of Business Ethics and will be taking
steps this year to monitor our Code of
Business Conduct, Our Code is available to
all employees via our intranet as well as our
Whistleblowing Palicy.

Social Performance

Employees

Curing 2005 we focused on diversity, exploring
how this differs from equal cpportunities and
identifying the benefits a diverse way of thinking
can bring to our business. We created a
bespoke in-house Diversity Programme, with
all our UK Head Office employees attending

a half-day worksheofe. Our managers attended
a full day programme which then linked to a
second full-day of fraining on selection skills for
recrufting and attracting new people to join our
business. The programmes have all been
successful with post-course evaluation
indicating that 85 per cent of the workforce
found the diversity programme providad
valuable experience.

Customers

The regicnal restructuring undertaken during
2005 was designed to improve the quality
of service to cur customers. By organising
our activities by region rather than business
activities, there is clear responsibility for
understanding customer needs and

service delivery.

As in previcus years, Slough Estates
commissioned a customer survay during
20065. For those properties that have been
in the portfolic since 2004, there has been
an improvement in customer satisfaction
over the past year.

Crime Prevention & Security

The installation of CCTV cameras across the
Slough Trading Estate has had phenomenal
success, with overall crime figures on the
Estate falling by nearly 50 per cent since 2003.
Findings from our annual customer satisfaction:
survey demonstrate that customers are
recognising the improvernents in security at
the Slough Trading Estate, with the proportion
of occupiers rating security provision “strongly”
rising from 50 per cent in 2003 to 75 per cent
in the most recent survey.

The introduction of 24 hour CCTV surveillance
at Slough Trading Estate has been so
successiul that we have begun introducing
remote surveillance systems at cur other
estates including Southarmpton and

Winnersh Triangle.

Accessibility

During 2005, Slough Fstates continued to
implernent the high priority recommendations
from disability access audits undertaken at all
properties in the partfolio during 2003 and
2004. Some of these are paid for by Slough
Estates directly, and others are included within
service charges.

Health & Safety

Health & Safety (H&S) remiaing a top priordity
across Slough Estates’ activities, and we are
pleased to report that, in 2005, no major
injuries or fatalfities occurred on any of our
sites. We shall be focusing upon ensuring
congistency in our approach to H&S across
the Group — both in the UK and internationally.
In September 2005 we also achieved a Gold
Standard in the Construction Skills
Certification Scheme for our construction
division, due tc the registration of at least

75 per cent of our employees under the
Construction Skills Certification Scheme.

Community

We continue to recognise our responsibiliies
towards the local commurity, and believe in
the mutual benefits of improving quality of life
in communities where we invest. Due to our
strong presence in the Slough area, we are
particularly keen 1o contribute to projects in
this area. Cur ongoing efforts to support young
people in Slough continued with major
contributions to the Princes Trust and the
Qutward Bound Trust and we also helped
alecal school, Westgate achieve specialist
status with a donation of £10,000.

Suppliers

Slough Estates works with a large number of
suppliers ranging from property managers to
bulding contractors, and architects. All our
dealings with contractors are governed by

a code of conduct which requires that we
uphold certain minimum standards in our
business relationships.

In 2005, we continued to engage with our major
contractors on waste management, providing
them with site waste management plans, and
inviting them to Environmental Workshops held
throughout the year. These were generally
positively received and provided mutual benefits.

Environmental performance

In 2005, Slough Estates undertook a
comprehensive review of the most significant
anvironmental impacts associated with its core
business activities, and the way in which these
are measured using key performance
indicators (KPIs). Full details are available in our
summary CR report.

Priorities far 2005 include

Target 1: To trial cur Personal Development
Review Programme in our Paris office with a
view to roll it out to other European operations
during 20086.

Target 2: To demonstrate improvermnent in
performance as measured by beginning and
year-end customer satisfaction surveys.
Target 3: To set up a framework for an
auditable UK Health and Safety management
system in line with OHSIS 18001,

Target 4: To implement a Group responsible
Procurement policy.

Target 5: To review and update the EMS manual
and to promote its use with key personnel.

A more comprehensive list of cur targets
is isted in our summary CR report.
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Corporate governance guidelines
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The Cormpany is required to comply with
“The Combined Code cn Corporate
Governance” (“the Code”) which came infc
effect for reporting years beginning on or after
1 Novernber 2003.

For the Company, this was effective from
1 January 2004,

Staterment of compliance

The Company believes that, as demonstratad
by the information set out in this section andin
the Remuneration Report, it has applied the
principles and, save as indicated below,
complied with the provisions of the Code
throughout the year ended 31 December 2005.

The Company did not comply with the following
three Gode provisions for all or part of the year
ended 31 December 2005.

A.2.2. The Code provides that the Chairman
should on appointment meet the independence
criteria. Mr P D Qrchard-Liske has served on
the Board for mere than ten years and his
length of service exceeds the guidelines

and he is therefore not deemed indspendent.
He was appointed Chairman on 19 August
2005 as a result of Sir Nige! Mobbs’
unexpected il-health and subsequent death
on 21 October 2005. He continues to provide
excellent and penetrating advice on a range of

Tabhle of attendance

property issues. The Beard considers that he
has brought an independence of judgement
and considerable benefit to the Board's
deliberations. The Board beliave that he
should remain as Chairman until a successor
is appointed. A Group Selection Committee
has also been formed as a sub-committee of
the Nomination Committee in order to appoint
anew Chairman. Lord Blackwell is its
Chairman. Outside consultants are advising
this Committes.

A.3.2. The Code provides that at least half of
the Board, excluding the Chairman, should
comprise non-executive divectors determined
by the Beard to be independent. The current
composition of the Board is set out on pages
54 and 55. During last year, Mr D Kramer who
was not deemed independent retired on

17 May 2005 at the Annual General Meeting.
Mr T H W Wernink who is deemed
independent was appointed to the Board cn
23 May 2005. Lord MacGregor who is not
deemed independent, due to his length of
sarvice will e retiring at this year's Annual
General Meeting. Mr P D Orchard-Lisle was
non-executive Deputy Chairman until his
appointment as Chairman on 19 August 2005,
Mr P D Crchard-Lisle who joined the Board in
1980 is by definition not deemed independent.
Steps are being taken this vear to mest

this criterion.

Audit Rermuneration Nomination

Board Committee Committee Committee

(11 meetings) {3 mestings) 3 meetings) {1 meeting}

Lard Blackwell 9 3 2 1
1D Coull 1l - - 1
J AN Heawood 1 - - -
S L Howard 10 3 3 1
R D Kingston 11 - - -
D Kramer® 1 - - -
MO Lees® 4 - - -
Rt Hon Lord MacGregor 10 3 - -
Sir Nigel Mobbs' 7 - - -
P D Crchard-Lisle 10 - - 1
AW Palmer 1" 3 - 1
C APeacock 10 - 2 1
DJR Sleath? - - - -
THW Wernink? 5 1 - -

' Bir Nigel Mobbs died on 21 October 2006

*Wr T H W Wernink was appointed to the Group Board on 23 May 2005 and appointed to the Audit Committee on 20 July 2006
*Mr M D Lees is resident in the US and therefore does not traved over for every Group Board meeting

'Mr D J R Sleath was appoirited te the Group Board on 1 January 2006

“Mr D Kramer retired from the Group Board on 17 May 2005

Terms of Reference for each of the Board Committees are available on the Company’'s website
fwww.sloughestates.com) or on written request to the Company Secretary as are the terms
of appointmeant for the non-executive directors, Chairman and Chief Executive.
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C.3.1. The Code provides that the Audit
Committee should comprise of all
independent non-executive directors. Lord
MacGregor joined the Board in 1995 and is
therefore not deemed independent. He is
currently Chairman of the Audit Committee.
The Beard believe that it was important to
ensure continuity of direction ¢f this
Committee particutarly with the adoption of
International Financial Reporting Standards
which has now been completed. The Board
is entirely satisfied that Lord MacGregor is
independent in character and judgement,
and that there ars no relationships or
circumstances that are likely to affect, or could
appear to affect, his judgement. Further, Lord
MacGregor has wide experience and makes
important contributions 1o strategic issues and
corperate governance. Lord MacGregor will
be retiring at this year's forthcoring Annual
General Meeting.

The Board

The Board of Directors represents the
shareholders’ interests in maintaining and
growing a successful business including
optimising consistent leng-term financial
retumns. The Board is accountable for
determining that the Company and its
subsidiaries are managed in such a way

te achieve this chjective. The Board has a
general responsibility to ensure that in good
times as well as times of adversity the
Executive is fulfiling its responsibilities. The
Board's responsibility is o monitor regularly
the effectiveness of the Executive’s policies
angd decisions, including the implementation
and execution of its strategies.

In addition to meeting its obligations for
improving sharehclder value, the Board has
aresponsibility to the Group's customers,
employees and suppiiers, and to the
communities where it develops and invests.

All these principles and responsibilities are
founded upon the basis of maintaining the
successful continuity of the business.

The Board has a schedule of matters reserved
to it and discusses and makes decisions
relating to, but not limited 1o, strategy and
management, structure and capital, financial
reporting controls, internal controls, contracts,
communication, Board membership and cther
appointments, remuneration, delegation of
authority, corgorate governance matters and
paiicies, significant acquisitions and disposals
of assets and develcpment approvais.

The Beard delegates authority to the Executive
Committee in respact of certain transactions
within defined, limited parameters.

Managing corporate responsibility opportunities
and risks are fully considered by the Board and
overseen by a separate Executive Cormmittee.

There are the following Board Committess:

& Audit
# Remuneration
# Nomination

Mermbership of these committees is set out
on pages 54 and 55.

Overleafis a table of the attendance:

Chairman and Chief Executive
Sir Nigel Mobbs was taken ilt in July 2005
and died in October 2005.

Mr P D Orchard-Lisle took over the role
of Chairman on 19 August 2005.

Mr | D Coull is Chief Executive.

The Board has approved written roles for
the Chairman and the Chief Executive.

In addition to the non-executive Chairman,
there are four Execuiive Directors, a Senior
independent non-executive (Lord Blackwel)
and five other non-executives.

The Board considers that the following non-
executives are independent in both character
and judgement and there are no relationships
or circurnstances which are likely to affect or
appear to affect the individual's judgernent.

# Lord Blackwell

# Mr S L Howard

“ Mr AW Pamer

z Mr C A Peacock

= Mr T HW Wernink

Sir Nigel Mcbbs (former Chairman) and
Mr P D Grchard-Lisle (Chairman) both held
meetings during the year with the non-
executive directors without the Executive
Directors being present.

Appointments to the Board

The Nomination Committee comprises,

Mr P D Qrchard-Lisie, who chairs this
committee, Mr 1 D Coull, Lord Blackwell,

Mr S L Howard, AW Palmerand MrC A
Peacock, a majority of whom are independent

non-executive directors. The committes has
responsibility for making recormnmendations
for new appointments to the Board. Qutside
consultants give advice to the committee
regarding searches for potential new non-
executive directors.

The committee evaluates the balance of skilis,
knowledge and experience on the Board and
prepares a description of the role and
capabilities required for a particular appointrment.

Information and professional
developments

Board mestings are held on a regutar basis
with some eleven meetings being
programmed each year, with additional
ad-hoc ones being arranged if necessary.

The Board receives timely advice on all
material information about the Company, its
subsidiaries, its activities, performance and its
prajects, particulary including any significant
variances from a planned course of progress.

Directors are encouraged to continually update
their professional skills and capabilities, together
with knowledge of the Company's business.

On appointment, new directors are given
a comprehensive introduction tc the
Group’s business including visits to the
Group’s activities and rmeetings with
senior managernent.

All directors have access to the advice and
sarvicas of the Company Secretary, who is
respensible to the Board for ensuring that
Board proceduras are complied with, Directors
have the right to consult with the Company's
professional advisers and to sesk independent
professicnal advice at the Company's
reasonable expense.

Performance Evaluation

The Board undertakes a formal annual
evaluation of its own performance and that
of its committees and individual directors.
The Chairman leads this process. The
performance evaluation consists of each
director completing a questionnaire and then
having one-to-cne reviews with the Chairman,
The Chairman's performance is evaluated by
the non-executive directors led by the Senior
Indepandent Director. The Chairman has
confirmed that the non-executive directors
standing for re-glection at this year's Annual
General Meeting continue to perform
effectively and demonstrate commitment
totheir roles.
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Corporate governance guidelines

continued

The results of the evaluation are discussed

by the Board and while no major issues were
identified in the 20056 review, some minor
adjustments have been made to the operation
of the Board.

Re-glection

All directors are subject to periodic re-
appointment by the shareholders af three
yearly intervals.

After two terms of three years, each non-
executive director is subject to rigorous
assessment prior to thelr being proposed for
re-election for any further period thereafter.

The level and make-up of Remuneration
The pay and benefits for executive directors
and the Chairman are determined by the
Remuneration Committes, The Remuneration
Committee comprises, Mr S L Howard
{Chairrnany), L ord Blackwell and Mr C A
Peacock. Advice has been sought during

the year from Ernst & Young LLP on various
aspects of remuneration.

For non-executive directors, thelr fees and
remuneration is determined by the Board on
the advice of the Chairman, The rermuneration
of Executive Directors and non-executive
diractors will be the subject of continual
monitoring of comparable companies and the
assistance of independent external advisers
will be sought from time to time.

The Remuneration Report is on pages 60
tc 67.

Accountability and Audit

There is an Audit Committes comprising

Lord MacGregor (Chairman), Lord Blackwell,
Mr S L Howard, Mr AW Palmer and Mr TH W
Wernink. Lord MacGregor, who is not deemed
independent, has been on the Board since
1995 but as previously stated is not standing
for re-election at this year's Annual General
Meeting.

The Terms of Reference of the Audit
Committee are:

(@ considering the appointment of the
external audlitor and ensuring that key
partners are rotated at appropriate
intervals;

() assessing the independence of the
external auditor;
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)

recommendation of the audit fee to the

Board and pre-approve any fees in respect

of non-audit services provided by the
external auditor in excess of a fee of
£25,000 per assignment and to ensure
that the provision of nen-audit services
does not impair the external auditors’
independence or objectives. For the
avoidance of doubt, the provision of
normal taxation advice is to be regarded
as being included within normal audit
services;

discussing with the external auditor, before

the audit commences, the nature and
scope of the audit and reviewing the
auditors’ quality control precedures and
the steps taken by the auditor to respond
to changes in regulatery and other
requirements;

overseeing the process for selecting the
external auditor and making appropriate
recommendations through the Board to

the shareholders to consider at the Annual

General Mesting;

reviewing the external auditor’s
management letter and management's
response;

reviewing annually the nead for an internal

audit function as compared with the
current arrangement of self-certification
and review:;

considering management’s response to
any major external audit or internal review
recommendations;

reviewing from time to time the Company’s

procedures for handiing allegations from
“whistleblowers”

reviewing the assessment and
management of risk, including financial,
market, operational, legal, regulatory
and reputational risks, and reviewing
management, internal auditor's reports
(if appointed) and the comments of the
external auditors;

reviewing management’s and the internal
auditor's reports {if appointed) on the
effectiveness of systems for internal
financial control and reporting;

i reviewing, and challenging where
necessary, the actions and judgements of
management, in refation to the interim and
annual financial staterments before
submission to the Board, paying particular
attention to:

1. critical accounting policies and
practices, and any changes in them

2. decisions requiring a major element
of judgement

3. the extent to which the financial
statements are affectad by any unusual
transactions in the year and how they
are disclosed

4, the clarity of disclosures

5. significant adjustrments resulting from
the audit

B. the going concern assumgtion
7. compliance with accounting standards

8. compliance with stock exchange and
other legal requirements

9. reviewing the Company’s statement
oninternal control systems prior to
endorsement by the Board and to
review the policies and process for
identifying and assessing business risks
and the management of those risks by
the Company;

(m) reviewing significant litigation and legal risk
(if not in the ordinary course of business);

() reviewing the internal audit programms
if an internal audit function is appointed,

fo) ensuring that such internal audit function is
adequately resourced and has appropriate
standing with the Company;

(e} approving the appointment or dismissal of
the head of internal audit (if such a function
exists); and

{d considering such other topics, as defined
by the Board.




Accountability and audit

Financial reperting

The Board believes that it presents a balanced
and understandable assessment of the
company’s position and prospeacts.

Going concern

After making enquiries, the directors have a
reasonable expectation that the Group has
adeguate resources to continue its operational
existence for the foreseealle future. For this
reason they continue to adopt the going
concern basis in preparing the accounts.

internai control

The Board has overalt responsibllity for the
Group’s system of internal control and for
reviewing its effectiveness. It must be
recognissd that such a system s desigrned to
manage rather than eliminate the risk of failure
to achieve business objectives, and can only
provide reasonable and not absolute assurance
against material misstatement or loss.

The Board has applied principle C.2 of the
Combined Code by establishing a continuous
process for identifying, evaluating and
managing the significant risks faced by the
Group. The Board regularly reviews the
process, which has been in place throughout
the year ending 31 December 2005 and up to
the date of approval of this report and which is
in accordance with the guidance oninternal
contrel published in September 1999 (the
Turnbull Guidance).

The Board regularly reviews the effectiveness
of the Group’s system of internal control.

The Board's manitoring covers all controls,
inciuding financial, operational and compliance
controls and risk managerment. it is based
principally on reviewing reports from
management to consider whether significant
risks are identified, evaluated, managed

and controlled and whether any significant
weaknesses are promptly remedied and
indicate a need for more extensive monitoring.
The Board has also performed a specific
assessment for the purposes of this annual
report, This assessment covers all significant
aspects of internal control arising during the
period coverad by the report. The Audit
Committee assists the Board in discharging
its review responsibilities.

The key features of the system of iIniernal
control include:

= the establishmenit of an organisational
structure with clearly defined levels of authority
and division of responsibilities;

# g comprehensive system of reporting,
budgeting and planning against which
performance is monitared;

# the formulation of policies and of approval
procedures in a number of key areas such as
treasury operations, capital expenditures and
envircnmental matters. These are reviewed
from time to time by the Board to confirm
their adequacy and effective operation;

= the provision of a code of conduct for
employees and the monitoring of the quality
of personnel through an annual performance
appraisal process;

# g formal bi-annual risk and control
assessment undertaken at both Group and
subsidiary levels which includes the
identification and evaluation of the likelihood
of key risks materialising and assessment

of the control procasses in place to manage
such risks.

The internal control system is monitored
through a process of self-certification whereby
senior management report on the operation
of those elements of the system for which they
are responsible.

The Board has reviewed the effectiveness
of the Group’s systems of internal financial
control during the financial year and up to
the date of approval of this report.

The Group does not have an internal audit
function because the Board has not
considered it necessary given the nature of the
Group's business and the central control and
approval structure in place across the Group
and the relatively high concentration of assets
within the UK. However, following introduction
of aregional management structure in the UK,
the increased activity in Continental Europe
and the active leasing and development
programme in the US, the Board has decided
to introduce an internal audit function in the
current year,

Relations with shareholders

The Chairman, Chief Executive and
designated directors wili be the Company’s
principal spokesmen with investors, fund
managers, the press and other interested
parties. The senior independent non-executive
director will also make himself available to
investors, The Board will be fully informed as
to the information imparted to shareholders
and their reactions.

There are regular mestings with institutional
shareholders heid by the Chief Executive and
Finance Director which are reported on to the
Board. The Chairman and the senfor
independant non-exgcutive divector have
separate meetings with institutioral shareholders
and these are alse reported on to the Board.

Constructive use of the Annual

General Meeting

At the Annual General Meeting investors are
given the opportunity to question the Board
and to mest with them afterwards. They are
encouraged to participate in the Meeting.

Photographic displays and literature are

available to illustrate the Company’s
developments.

Siough Estates plc Annual Report 2005 53




Directors’ biographies
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1 Andrew Palmer¥+

Non-Executive Director

A chartered accountant, he is currently Group Finance
Director with Legal & General Ple. Since joining Legal

& General in 1988 he has held a number of financial and
operational roles in the asset management, insurance
and international businesses. He was appointed
adirector of Slough Estates in January 2004, He is aged 52.

2 Lord Blackwell=+*

Senijor Independent Non-Executive Director
Amongst other business interests, he is Chairman of
Interserve ple, a non-executive director of Standard
Life, The Corporate Services Group plc and Smartstream
Technologies Ltd and a senior adviser to KPMG's
Corporate Finance practice. He also serves as a hon-
executive Board Member of the Office of Farr Trading.
After many years as a partner with McKinsey & Company,
he served as Head of the Prime Minister’s Policy Unit
from 1995-87, and was Director of Grougp Development at
NatWest Group from 1997-2000. He became a Life Peer in
1897 and is currently Chairman of the Centre for Policy
Studies. He was appointed a director of Slough Estates in
April 2001, He is aged 53.

3 Marshall Lees

Executive Director

Responsible for operations in North America. Heis a
graduate of the University of Western Ontaric and York
University, Toronto. Foflowing three vears with British
American Tobacco, he obtained an MBA at the London
Business School and subsequently joined Imperial Group
ple. He joined Slough Estates in 1987 and was appointed &
director in March 1998. He is a director of the Charterhouse
Group International, Inc. Heis a Canadian and is aged 52.

4 Stephen L Howard®*~

Non-Executive Director

Chairman of Remuneration Committee

He began his career as an attorney in his native US with
afocus on corporate advisory work for multinational
companies. He went on to become Group Chief Executive
of Cockson Group plc and then Novear plc. Heis on the
advisory councils of various private and non-profit
organisations and is the Managing Director of Business
in the Community. He was appointed a director of Slough
Estates in May 2001. He is aged 53,

5 David Sleath

Finance Director

A Fellow of the Institute of Chartered Accountants,

he joined Slough Estates frorn Wagon ple, where he had
spent five years as Finance Director. He trained at Arthur
Andersen, becoming a partner in 1992 and Head of Audit
and Assurance for the Midland Region in 1995, He joined
Slough Estates as Deputy Finance Director in Agrit 2005
and joined the Board as Group Finance Director on 1 January
2008. Heisaged 45.

& lan Coull®

Chief Executive

A Fellow of the Royal institution of Chartered
Surveyors, he joined Slough Estates from J Sainsbury plc
where he was director responsible for Real Estate.
Before joining Sainsbury’s in 1887 he held Board and Senior
Management positions at Ladorokes, Texas Homecare and
Cavenham Foods. He is on the London Regional Beard of
Royal and Sun Alliance and is currently the President of the
British Property Federation. He is a non-executive director
of House of Fraser Plc. He has been a director of Slough
Estates since January 2003. He is aged 55.

7 Paul Orchard-Lisle CBE TD DL ®

Chairman

A Fellow of the Royal Institution of Chartered Surveyors,

he is Executive Chairman of the Fafcon Property Trust,
a director of Standard Life Property Income Trust and
amember of the advisory board of IVG Immobilien AG.

He is a member of the Estates Commitiee of the Wellcome
Trust, Chairman of the Royal Artillery Museumn and a Trustee
of The United Learning Trust Foundation, Ha s also Deputy
Lieutenant for the County of Greater London and a past
president of the Royal Institution of Chartered
Surveyors. He has been a director of the Company since
June 1980. He became Chairnan in August 2005, when
Sir Nigel Mobbs stood down due to il health. He is aged 67.




8

The Rt Hon Lord MacGregor of Putham Market PC, OBE *
Non-Executive Director

Chairman of Audit Cormmittes.

Member of Parfiament for South Norfolk from 1974

to 2001. He became a Life Peer in 2001. He served
Conservative Governments in several Cabinet
appointments, from 1985 to 1895, Chief Secretary to the
Treasury, Agriculture, Education & Science, Leader of the
House and Lord President of the Council and Secretary of
State for Transport. He is currently a non-exegutive director
of Assoctated British Foods ple, Friends Provident plc, and
of the Eurcpean Supervisory Board of DAF Trucks NV,
Netheriands. He was appointed a director of Slough Estates
in January 1995, He is aged 69.

9 Dick Kingston

Executive Director

Chairman of Slough Estates' Continental European
business. Having obtained a Business Studies degree
while with British Petroleum, he qualified as a chartered
accountant with Whinney Murray & Co. (now Ernst &
Young}in London and Paris. Following five vears with
Hawker Siddeley as Head of Financial Control and Audit,
he joined Slough Estates as Group Financial Controller

in 1987. He was appointed a director in April 1996, with
responsibility for Group Finance, adding responsibility for
Continental Europe in 2002. He relinquished his finance
responsibilities on 31 December 2005. He is non-executive
chairrman of Aloha Pyrenees Trust Ltd. Me is aged 58,

" Member of Nomination Committee.
* Member of Audlt Cormmittee,
¥ Mamber of Remuneration Committee.

10 Christopher Peacock®~

Non-Executive Director

A Fellow of the Roval Institution of Chartered Surveyors,
he was President and Chief Executive Officer of Jones
Lang LaSalle until the beginning of 2004. He joined Jones
Lang Wootlonin 1972 and was made a pariner in 1974,
He became the European Chief Executive in 1996 and
Jones Lang Woctton's first global Chief Executive in 1997.
in 1999 he became Chief Cperating Officer and
subsequently CEO of the NYSE listed company. He was
appointed a director of Slough Estates in January 2004,
Heis aged 80.

11 John Heawood

Executive Director

Responsible for the UK property portfolio. He holds
degrees in Estate Management and Rural Planning
Studies from Reading University and is a Member of the
Royal institution of Chartered Surveyors. After six years with
Fletcher King and 11 years with DTZ Debenham Thorpe,
dealing with provincial industrial and office property, he
joined the Board of Slough Estates in Novermnber 1996,

He s aged 53.

12 Thom Wernink ¢

Non-Executive Director

A Dutch citizen and a senior figure in the Continenital Europe
property market. He was until April 2005 Chairman of

the European Public Real Estate Association and was
aformer Chairman of Corio NV, a Netherlands-based
property company which had retail, office and industrial
interests across Ewrope, the US and Canada. Heis
anon-executive director on anumber of Continental
European-based property and investment companies.

He was appointed a director of Slough Estates in May 2005.

Heis aged 60.
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Shareholder information

February 2006 Shareholder range analysis
Payment: 7 1/8 per cent bonds 2010 interest 17 February
6 3/4 per cent bonds 2024 interest 23 February  Analysis of shareholders — 31 December 2005
Number of Number of
March 2006 Range Holders % Crdinary Shares B%
. 1-1 3. 15, .
Payment: Dividend on 8.25 pence (net} convertible %0 Satd % 5909 0.0
recleemable preference shares 1 March 1? - 500 1,333 Ezg y 331 ;g; 8;8
7 per cent bonds 2022 intergst 14 March 201 ~1.000 1619 - 2l :
1,001 - 5,000 3,758 43.15 8,707,438 2.08
April 2006 5,001 10,000 694 7.97 4,925,958 116
Ex-dividend date for final dividend 19 April 19,001 725,000 373 4.28 5,906,153 1.40
On-recard date 21 Aprl 25,601 - 50,000 146 1.68 5,158,185 1.22
50,001 + 441 5.08 396,600,707 93.75
May 2008 Totals 8,712 100 423,023,303 100
Arnuzt General Mesting 16 May .
Payment: Dividend 1omay Shareholder category analysis
June 2006 Number of Nurnber of
Cat Holders % Ordinary Shares %
Payment: 51/2 per cent bonds 2018 interest 20 June Banigc?gﬂom'nee 5043 P 4; 38;;73 et o1 8;
I R E K N R
5 3/4 per cent bonds 2035 interest 20 June
Other Corparate Body 15 07 424,701 010
August 2006 Other Company 260 298 7,299,135 1.73
Payment: 7 1/8 per cent bonds 2010 interest 17 August  Individuals 6,329 7255 26,078,394 6.16
6 3/4 per cent bonds 2024 interest o3 August  Insurance Compery 35 040 188,070 0.04
Announcernent of half-year restitts 28 August  \nvestment Trust 22 0.25 119,473 0.03
Pension Trust 8 0.09 438,851 [SR 16!
Septernber 2006 Totals 8,712 100 423,023,303 100
Ex-dividend date for interim cividend 6 September
On-record date 8 September
Payment: 7 per cent bonds 2022 interest 14 September
B 1/4 per cent bonds 2015 interest 29 September
October 2006
Payment: Interim dividend 6 October
December 2006
Payment: 5 5/8 per cent bonds 2020 interest 7 December
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Shareholder enquiries

If you have any guestions akout your shareholding or if you require
further guidance (2.g. to notify a change of address or to give dividend
instructions to a bank account) please contact Computershare Investor
Services PLC, PO Box 82, The Pavilions, Bridgwater Road, Bristol
BS99 7NH. Telephone 0870 702 0000. Alternatively you can email
your query to web.queries@computershare.co.uk. You ¢an also check
your shareholding by registering at www-uk,computershare.comvinvestar,

Fiectronic communications via e Tree

Shareholders now have the opportunity to elect to receive shareholder
communications electronicatly e.g. Annual Reports, Corporate
Respensibiity Reparts, Netice of the Annual General Meeting and
Proxy Forms. For every shareholder that signs up to electronic
communications eTree will donate a sapling to the “Woodland Trust’s
Tree for All” campaign.

When you register, there will be a quick verification pracess and you
will need to provide your SRN nurmber (which appears on your share
certificate) and once registered, eTree will send you an ernail confirming
your registration. To register, or find out more, please visit
www.etreetk.com.

Shareholders can also take advantage of a telephone share dealing
service offered by our Registrars, Computershare, which provides
sharehalders with a low-cost way of seling shares. For further details
telephone 0870 703 0084,

Individual savings accounts and low cost share dealing service
The Company has selected the Halifax as its preferred ISA provider.
Details of this service can be obtained from Halfifax Share Dealing Limited
cn telephone 0845 722 5525.

Taxation
The vaiues at the following dates for the purposes of UK capital gains
tax were:

B Aprif 31 March
1965 1082

Crdinary shares of 25 pence each (adjusted
for capitalisation issues in 1967, 1879, 1982
and rights issue in 1993) 11.76p 108p
Stock Market prices
Financial Year 2005 2004 2003 2002 2001
Highest 598.5p 551.25p 442,00 432.0p 435.5p
Lowest 489.0p 413.50 273.0p 303.5p 308.5p
31 December 1598.5p B500p  *439.25p 4339.0p 331 5p
*As at 30/12/2005
¥ As at 31/12/2004
* As at 31/12/2003
* Ag at 31/12/2002

* As at 28/12/2001
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Directors’ Report

The directors submit their annual report together with the audited
accounts for the year ended 31 December 2005 which were approved
by the Board on 21 March 2008.

Business of the Group

The principal activities of the Group continued throughout 2005 to
be commercial property develcpment, construction and investment,
the supply of utility services and the provision of services associated
with such activities.

Areview of the developmeant of the business of the Company and its
subsidiary undertakings during the year, their position at the end of it
and likely future developments in their business, is set out in the
Chairman’s statement on pages 4 to 5, the Chief Executive’s review on
pages 6 to 11 and the Finance Cirector’s review on pages 12 10 17,

Results

The results for the year are set out in the Group income statermnent on
page 72. The Group’s pre-tax profits were £582.3 milion (as detailed
on page 72 of the financial statements}. This compares with & profit

of £388.0 milion for the year ended 31 Daecember 2004, Profit after tax
frorm continuing operations amounted to £388.1 miilion (2004: £295.8
millicr). After allowing for minority interests of £3 million and the earnings
attributable to ordinary shareholders were £385.1 milion {2004: £285.8
million after charging the preference share dividend). The preference
share dividend in 2005 is included in finance costs. Basic earnings per
ordinary share excluding excegtional iterns and Deferred Tax amountad
to 24 pence (2004: 24.7 pence) and 91.7 pence (2004 68.5 pence)
including exceptionai items and Deferred Tax.

Diluted net asssts per ordinary share excluding Deferred Tax relating
to investment properties increased to 680 pence (2004: 558 pence).

Ordinary dividend
An interim dividend of 6.5 pence per share was paid on 7 October 2005.

Your Board recommends the payment of a final dividend in respect
of the year ended 31 December 2005 of 11.0 pence per share, making
atotal dividend of 17.5 pence per share (2004: 16 pence per share) an
increase of 9.4 per cent over the 2004 dividends.

Subject to authorisation at the Annual General Meeting to be held on
16 May 2008, the final ordinary dividend is payahle on 19 May 2006
and the record date will be 21 Aprit 2006.

The dividends paid during 2005 absorbed £69.0 million.

Property valuations

The valuation of the Group’s investment and development properties
which was carried out by external valuers as at 31 December 205,
amounted to £4,876.4 million, an increase of £1,1486.9 million over

last year's £3,729.5 million. After taking into account expenditure on
investment and development properties of £727.8 million, the book
value of property disposals of £122.3 million, exchange profits of £70.3
million and a transfer from trading property of £13.8 miflion the surplus
transferred to revaluation reserve amounted to £457.5 million.

Further details concerning the valuation are set out on pages 86 to 87.
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The property assets of Stough Heat & Power Ltd were excluded from
the valuation.

Directors
The present directors who held office throughout the year are named
on pages 54 and 55.

in addition, Mr T H W Wermink was appointed as a non-executive
director on 23 May 2005 and Mr D J R Sleath was appointed a director
on 1 January 2006.

Details of directors’ rernuneration, pension rights, service contracts anc
directors’ interests in the ordinary shares of the Company are included
in the Remuneration Report of the Remuneration Cornmittee on pages
o tr.

In accordance with the Articles of Association, Mr 1D Couli, MrJ AN
Heawood and Lord Blackwell will retire from the Board by rotation and,
being eligible, offer themselves for re-election. Since Mr D J R Sleath
and Mr T H W Wernink were appointed directors after the last Annual
General Meating, they will retire fram the Board, and heing eligible offer
themselves for re-election. Mr T H W Wernink does not have a service
agreement with the Company. Mr D J R Sleath has a service agreement
which is terminable on ore year's notice from the Company. Lord
Macgregor has decided to retire at this year’s Annual General Mesting
after 11 years’ service.

In compliance with the Combined Code Mr P D Orchard-Lisle who has
been on the Board for & period exceeding 10 years will also retire and
offer himself for re-election.

Payment of suppliers

Itis the Company’s and the Group's payment policy, in respect of all
suppliers, to settle agreed outstanding accounts in accordance with
terms and conditions agreed with suppliers when placing orders and
suppliers are made aware of these payment conditions. Payment
becomes dug when i can be confirmed that goods and/or services
have been provided in accordance with relevant contractual conditions.
The Group’s trade creditors as a proportion of amounts invoiced by
suppliers represented 16 days at 31 Decermber 2005 (2004:15 days).

Employment policy

The Group recoghises, values and promoteas the involvement of its
employees and strives to further hanest two-way communication.

it locks to keep employees informed on areas affecting their employment,
as well as the financial and economic factors affecting the Group's
performance. It also encourages employee involvement in the
development of the employment standards and policies which shape
our culture and way of working.

The Group is committed to fellowing an Equal Cpportunities policy
throughout an employee’s career with us, from recruitment and
selection, through training and devsloprment, promotion and retirement.




We are committed to ensuring discrimination is not tolerated and that
our workplaces arg free from discrimination on the grounds of race,
colour, nationality, or ethnic crigin, religion or belief, age, sex, marital
status, sexual orientation, physical or mental disability. We welcome
adiverse workforce where people feel valued and where their talents
are being fully utilised.

The Group endeavours to ensure that disabled people, especially
where they become disabled during the course of their employment
within the Group, be employed where circumstances permit. The
Group seeks to ensure that disabled employees benefit from training
and career development programmes in ling with the opportunities
offered to other employees.

Employees are encouraged to become shareholders in the Group,
where possible, through participation in the Group’s share schemes.

Charitable, political and other donations

There ware no palitical donations during the year and it is the Group’s
policy not 1o make cash donations to political parties. However, the
definition of political donations used in the Politicat Parties Election
and Referendums Act 2000 is very kroad and as a result could cover
activities that form part of the relationships between the Group and the
pclitical machinery. These activities are not designed to support any
political party nor to influence public suppert for a particular party.
Therefore, authority from shareholders will be sought at the Annual
General Meeting to ensure that the Group acts within the provisions
of the current UK law when carrying cut its normal business activities,

The charitable amounts given by the Company in 2005 were as follows:

£

Charitable Denations 627,914
The main donations made were as follows:

Slough Social Fund 344,564
Corporate Health {benefit in kind) 166,000
Land Aid Charitable Trust 31,000

Donaticns are made to a variety of community and social charities
and in particufar to charities connected to localities in which the Group
is represented.

Auditors

PricewaterhouseCoopers LLP were appointed as auditors of the Group
to hold office until the conclusion of the next Annual General Meeting at
which accounts are laid before the Company.

PricewaterhouseCoopers LLP have indicated their wilingnass to be
re-appointed as auditors of the Group and, in accordance with the
provisions of the Companies Act 1985, resolutions concerning their
re-appointment and remuneration will be placed before the Annual
General Mesting.

Directors’ interests in share and loan capital

The directors of the Company who were in office at 31 December 2005
and the beneficial and non-beneficial interests of thase directors and
their families in the share and ican capital of the Company, as shown by
the register maintained by the Cormpany under the provisions of Secticn
325 of the Companies Act 1985, are shown in the Rermuneration
Report of the Remuneration Committee en page 65.

Save as mentioned in the Remuneration Report of the Remuneration
Committes on pages 65 to 66, no director had any holding or interest
in the Company’s shares or in any of the Company’s debanture or
unsecured ican stocks, or unsecured bonds and none of the directors
had any beneficial interest in the share or loan capital of any subsidiary
of the Company and no director had a material interest in any contract,
transaction or arrangemeant with the Company or any of its subsidiaries
at, or during the year ended, 31 December 2005 in respect of which
particulars are required to e stated in the accounts under the
provisions of Schedule 6 to the Companies Act 1985.

Risk management

The financial risk management objectives and policies of the
Company are set out in the Financial Review and in note 30
of the attached accounts.

Substantial shareholdings

At 21 March 2006 the following substantial interests (3 per cent or
more} in the crdinary share cagital of the Company had been notified
1o the Company:

Legal & General Investment Management Limited and its subsidiaries
hold in aggregate 15,795,889 ordinary shares of 25 pence each
representing 3.73 per cent.

Stichting Pensicenfonds ABP hold in aggregate on a discretionary
basis 23,076,823 ordinary shares of 25 pence each, representing
5.46 per cent.

Barclays plc and its subsidiaries hold in aggregate 27,039,530 ordinary
shares of 25 pence each, representing 6.39 per cent.

The AXA Group and its subsidiaries hold in aggregate 34,012,998
ordinary shares of 25 pence each, representing 8.04 per cent.

By order of/t)he Board
oo .
ANLSEN Y

5 R Probert
Secretary

21 March 2006
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Remuneration report

This report has been approved and adopted by the Beard and has
been prepared in accordance with the Directors’ Remuneration Report
Regulations 2002 {the “Regulations”) and the Listing Rules of the
Financial Services Authority, A resolution 1o approve this report will

be proposed at the Annual General Meeting of the Company.

The auditors must report to the Company's members on the
information contained in the tables on pages 64 1o 67 of this report
and state whether, in their opinion, this part of the report has been
properly prepared in accordance with the Companies Act 1985

(as amended by the Regulations). This is the “audited information”.
The rest of the report is the “unaudited informaticn” and appears on
cages 60 to 64,

Unaudited information

The Remuneration Committee (the "Cormmittee”)

The Commitiee cnly comprises non-executive directors and is chaired
by Mr S L Howard. The other members of the Committes during the
year were Lord Blackwell and Mr G A Peacock. Their bicgraphical
details appear on pages 54 and 55, All the non-exacutive direcicrs
appointed to the Committee are considerad to be independent by the
Company. The Comimittee operates within written terms of reference
which are available on the Company's website. The Chairman and the
Chief Executive may attend Committee meetings, except when their
own remuneration is discussed.

Advice

The Committee has sought advice during the year from Ernst & Young
LI P, on various aspects of remuneration. The Committee appcinted
Ernst & Young LLP as its advisers on 2 October 2002, Ernst & Young
LLP has alsc provided reward advice to the Director of Hurman
Resourceas. Ernst & Young LLP are the auditors’ of Slough Estates
Canada Limited, a wholly owned subsidiary which is being wound
down. Tax and accounting compliance services are also provided

by Ernst & Young LLP to the Company’s Polish subsidiaries. The
Company’s legal adviser, Lovells has also provided advice to the
Commitiee on employeas’ share scheme and empicyment matters.
Lovells alsc acts for the Company and has provided legal advice to
the Company on a range of matters including advice on corporate,
smployment, fitigation, real estate, tax and pension issues.

During the year the Director of Human Resources provided information
and advice to the Committee. The Cormpany Secretary has also
provided administrative support and information to the Committee.

Rermuneration paolicy

The function of the Committee is to raview and determing annually,
within the cantext of the Board's remuneration policy, the individual
salaries and other terms and conditions of employment of the Executive
Directors and Company Secretary together with any incentive or bonus
scheme in which the Executive Directors and other senior executives
may ke invited to participate. During the year the Committee met three
times. The objective of the Group’s remuneration policy is to provide
remuneration which will attract, motivate and retain high guality
management. The levels of remuneration are set to ensure compatibility
across a range of FTSE 100 and 250 companies but with particular
emphasis on the property sector where applicabile.
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During 2005 the Committee conducted a review of UK Exacutive
pension policy in preparedness for the Government’s tax simplification
changes, which come into effect on 6 April 2006. The Committee has
concluded, as a principle, that it would not be appropriate for the
Company te provide additional cormpensation to executives who are
adversely affected. The Committee will aiso ensure that costs to the
Company will be, at most, cost neutral in the event of any changes

o pension provision for affected executives.

The Group seeks 1o ensure that the current and future remuneration

policy is aligned with the objective of maximising the long-term value
of the business and is market competitive in the UK and international
operations where it cperates. This policy extends to all employees.

Executive Directors and other senior executives are encouraged to
acquire and retain ordinary shares in the Company to the value of
50 per cent of their annual salary within a five year period.

The Group is committed to using remuneration to reinforce a strong
performance culture whergby excellence is expected at every level
of the business.

The Group policy is supperted by the following remuneration principles:

= To align the interests of employees and sharehcldars to deliver real
value growth

# To recognise superior performance by the business and individuals

# To encourage the right behaviour to achieve good performance

# To ensure that total rewards are commercially competitive

# Ta make reward formulation transparent, well communicated and
relevant to long-term performance

Components of executive remuneration

To align the interests of the Executive Directors and Sharsholders,

a significant proportion of the Executive Directors’ remuneration is
performance-related through an annual incentive plan and share-based
fong-term incentive schemes which are describaed more fully telow.

The remuneration packages for the Executive Directors comprise the
following main elements:

% Base salary

# Annual Incentive Plan

2 Long-term share incentives

# Pansicn contributions

z Qther benefits (eg. health and life insurance)
@ Company cars

The Committee takes a total approach to remuneration which includes
all of the above-menticned elements. The Committee considers that al
ol the elements of the package are of equal importance in supporting the
Group's remuneration policy. The Committee considers that the targets
set for the different elements of performance-related remuneration are
approgviate and demanding. The Committee also oversees the long-
term incentive arrangements for relevant senicr perscnnel.

An appropriate balance is maintained between fixed and performance-
related remuneration and between elements linked o snort-term
financial performance and those linked to longer term shareholder




creation (see illustrative graphs below). Actual figures have been taken
for base salary and on target figures for the variakle elements,

Chief Executive

%
B Base salary 48
W Shori-term incentive 23

Other Executive Directors

B Base salary 55
B Short-termincentive 21
M Long-term incentive 24

Base salary and Benefits

Each Executive Director receives a salary which reflects his
respensibilities, experience and performance, Salary is reviewed
annually in April having regard to competitive market practice, Company
and individuat performance and independently compiled salary survey
information. Benefits include the use of a company car or the provision
of a car allowance, health insurance and life assurance cover. Benefits
are reviewed annually. Details of directors’ emcluments are given on
page 64.

Annual incentive plan {the “Plan™

The Plan extends to all Executive Directors, Executive Committee
memkers, senior management and employees based at Head Office.
It consists of a cash bonus payable reflecting the performance of the
Cornpany, thelr operating area and their own individua! performarnce
during the vear.

The Plan is underpinned by improved performance management
processes, and by the adoption of maore stretching annual and long-
term targets for the business. Performance is measurad over a financial
year and payment is made after the financial year end. Executive
Directors who lead business units are incentivised by reference to the
financial performance of and the achievement of strategic milestones in
their own business units. The Plan also contains an glement of reward
for achievement of individual objectives which typically include
customer and employee satisfaction.

Under the Plan UK Executive Directors will have the opportunity to earn
a bonus of up to a maximum of 50 per cent of salary in cash for meeting
stringant performance criteria as set by the Committee. This is also
applicable to the Chief Executive who has the opportunity to eam a
bonus of up to 80 per cent of salary in cash. In keeping with US market
practice, the US Director has the opportunity of earning a bonus in cash
of up to 100 per cent of salary.

The key performance criteria are reviewed annually and are based

on the achievernent of profit, net asset value earnings per share and
operational targets. Any payments made under the Plan, will be agreed
by the Commitiee and will take account of individual performance and
responsibilities. Any payments made under the Plan are not pensionable.

The actual bonuses paid to the Executive Directors during the year are
set out below:

Name Bonus Paid Percentage of base salary
1 D Coull £150,696 33.12%

J AN Heawood £49,400 18.30%

R D Kingston £50,502 18.89%

MD Lees £309,970" 100%

"The exchangs rate used as at 15 March 2006 when the Bonus was calculated was $1.74.

Below is a chart showing total sharehaolder returns for the Company for
each of the last five financial years compared to the FTSE 350 Real
Estate Index.

Total returns — Slough Estates vs FTSE350 Real Estate
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“The Index has approximately 65 constituents. The Company is a

constituent of the FTSE 350 Real Estate Index and, therefore, the
Committee considers this to be the most appropriate broad market
equity index for illustrating the Company’s performance relative to other
companies in the real estate sector.

Policy on performance conditicns and summary of the employees’
share schemes

No significant changes to the Company’s remuneration policy were
introduced during the year and no significant changes are expected.
There are no plans to make grants under the Executive share aption
plansin the future, unless required for recruitment purposes or to fulfil
existing contractual commitments. Long-Term incentive is dalivered
entirely through the Long-Term Incentive Scheme for all Executive
Directors and senior managers. The Committee will keep the Group’s
remuneration policy, as detafled in this report, under review during 2006
and will in subsequent years ensure that the Group's reward
programmes remain competitive and provide appropriate incentive for
performance. The Committee will take account of shareholder's
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Remuneration report
continued

guidelines in relation 1o the operation of the performance conditions
and the proportion of shares that vest.

The Comimittae takes account of the institutional investor guidelines
on dilution. The number of shares over which annual grants have been
made to Executive Direciors and employeas under its employee share
schemes is well below the recommended one per cent per annum.
Awards over a maximum of 1,553,580 shares were granied in 2005
which represents 0.3 per cent of the issued share capital.

The Committee has carefully considered the performance criteria which
are used in the Long-Term Share Incentive Scheme and the Executive
Share Option Schemes.

The Committes is of the opinion that diktted eaynings per share
excluding profit and losses on sale of investment properties, net of tax
and minority interests, any exceptional provision and deferrad tax
relating to investment properties (“adjusted diluted EPS”) and diluted
net assets per share excluding deferred tax refating to investment
properties (“adjusted diluted NAV”) are the most appropriate
performance criteria for a property investment company. However,
adiusted diluted EPS is considerad the most impaortant of the criteria,
By concentrating on creating new and growing rental income flows,
there will be growth in garnings and divicdends. The growing rental
income flows showld be sustainable over the longer term and the
resuitant cash flows will influence the valuation and hence net asset
values per share. Net asset values also change from year-to-year
depending on the valuers’ view of capitalisation rates prevalent in the
market place on a certain date. Executives should be rewarded for
the creation of sustainable growing cash flows.

Long-Term Share Incentive Scherme (the “Scheme”)

The Schermne is for the Executive Directors, Company Secretary and
designated senicr executives and is operated by the independent
Trustees of the Slough Estates plc Employees’ Benefit Trust. The
Trustees of the Scheme are Towers Perrin Share Plan Services
(Guernsey) Limited.

In the event of a change of control of the Company, the Trustees of
the Slough Estates plc Employees’ Benefit Trust, having first consulted
the Board, and having regard to current shareholder guidefines will
determing in their absolute discretion whether or not awards will vest
and if so, over how many shares awards will vest. Arecommendation
would be made to the Trustees of the Slough Estates plc Employees’
Benefit Trust that they measure performance to the date of the relevant
event and that the number of shares under award which may be
released to a participant be pre-rated.

Awards under the Scheme are granted at the discretion of the Trustees
on the recommendation of the Committee. Shares under award will
narmally be released to participants at the discretion of the Trustees
cn the third anniversary of the date on which the awards were granted
if the performance targets described opposite have been achieved.
Executive Directors will be encouraged as part of the Company's
sharsholding guidalines to hold their scheme shares for a three year
period after vesting.
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The lavels of awards is based on an annual assessment of individuat
and corporate performance. The usual grant levels for the Chief
Executive and Exacutive Directors are as follows:

Target Grant Level
Chief Executive Officer 0-140%
Executive Directors 0-100%

The maximum value of an award which may be granted to the Chief
Executive in any year is 140 per cent of salary and the maximum value
of an award granted to any Executive Director is 100 per cent of salary.
In exceplicnal circumstances and at the discretion of the Committee
the maximum value of awards may be increased to 175 per cent and
140 per cent respactively.

The Committee tbelieves that this plan provides a clear incentive to
participants to improve the performance of the business through the
focus on two of the key measures of long-terrm success —earnings
growth and net asset values.

The performance targets are based on the achieverment of real
grawth in adjusted diluted EPS and adjusted diluted NAV over
a pericd of three years.

The growth required in both adjusted diluted EPS (weighted 60 per cent}
and adjusted diluted NAV per share {weighted 40 par cent) betwean
grant and vesting is:

Vesting Adjusted diluted Adjusted diluted

EPS NAV per share

Low Hurdle 20% 4.0%p.a. 4.0% p.a.
High hurdie 100% 11.0% p.a 80%p.a.

and pro-rata for intermediate achievement subject to paerformance
axceeding the low hurdle,

The higher weighting to adjusted diluted EPS is explained on page 84.
Adjusted diluted NAV is used as this should increase as income grows
subject to consistent yields. However, if the end of the three-year period
coincided with a cyclical reversal in valuation capitalisation rates which
hit the balance sheet adjusted diluted NAVS, the executives may not,
subject to the Trustees’ discration, lose their awards entiraly.

The calculation of whether the performance criteria have been met is
initially prepared by the Finance Director. This calculation is based on
the figures for adiusted diluted EPS and adjusted diluted NAV as shown
in the Report and Accounts. These figures are reviewed by the auditors
and are then submitted for the approval of the Committee. This method
was chosen by the Committee because the figures used are the ones
shown in the Report and Accounts and are audited.

The astimated costs of the Scheme are charged to operating profit over
the three-year period before the actual number of shares to be released
is determined. The amount credited to operating profit in 2005 was
(£51,428) (2004, (£346,320%).

“The figure for 2004 has begn restated from £158,327 to (£346,320) due to IFRS.




Al awards under the Scheme are subject to the same performance
conditions, as previously described.,

Details of awards granted to the Exacutive Directors under the Scheme
are set outin the table on page 65.

Executive Share Option Plans

The Executive Cirectors and designated senior executives of the Group
in the past have participated in the Executive Share Option Plans. As
reported last year, the Committee suspended the granting of Executive
share options to Executive Directors and the Executive Committee in
2005. However, existing opticns will become exercisatie if the
performance criteria are met.

Under the 2002 Approved Executive Share Opticn Plan {the “2002
Plan”) and the 2002 Unapproved Executive Share Option Plan (the
2002 No.2 Plan”) {together the "2002 Plans”), eligible executives would
normally receive an annual grant of options over shares with a value on
grant of up to the equivalent of 100 per cent of their annual remureration.

Options will normally be exercisable between three and ten years of the
date of grant if the performance condition imposed by the Commitice
has been satisfied. if the performance condition has not been satisfied
by the third anniversary of the date of grant, options cannct be
exercised and will lapse. Options can only be exercised if the growth in
the Company’s adjusted EPS exceeds the growth in the RPI by at least
3 per cent per annum measured over the three financial years beginning
with the financial year in which the option is granted. The performance
condition appiies te all of the options which have been granted to the
Executive Directors under the 2002 Plans. The 2003 grant under the
2002 Plans will also be tested to confirm if the performance criteria have
been met.

The Executive Directors, Company Secretary and other designated
senior executives also participated previously in the Company’s 1994
Approved Executive Share Option Scheme {the “1994 Approved
Scheme”) and the 1994 Executive Share Option Scheme (No.2) (the
“Unapproved 1984 Scheme’ {together the “1994 Schemes”). Under
the 1994 Schemas, opticns are normally exercisable between three
and ten years from the date of grant (hree and seven yearsinthe case of
the Unapproved 1894 Scheme) if the performance condition set at the
date of grant is satisfied. Options granted under the 1994 Schemes are
only exercisable if the growth in the Company’s adjusted EPS exceeds
the increase in the BPI over any three-year pericd from the date of

grant pius 6 per cent. Under both the 2002 Plans and the 1894
Schemes, the calculation of whether the performance criteria have
been met is initially prepared by the Finance Director. This calculation

is based on the figure for adjusted EPS as shown in the Report and
Accounts, These figures are reviewed by the auditors and are then
submitted for the approval of the Committee. This method was chosen
by the Committee because the figures used are the ones shown in the
Report and Accounts and are audited. During the year, the 2001 grant
under the 1994 Scheme was re-tested as the performance criteria was
not met. This grant will be re-tested in 2006 as permitted under the
1994 Schemes.

The last grant of options under the 1994 Schemes was in 2001.
The performance condition applies to all of the options which have
been granted to the Executive Directors under the 1994 Schemes.

Details of options granted to the Executive Directors under the 2002
Plans and the 1994 Schermes are set out in the table on page 66.

1981 Savings-FRelated Option Scheme {the “SAYE Scheme”)

The Company has operated an HM Revenue & Customs approved
SAYE share option scheme since 1981, Al eligible employees of
participating Group companies may participate in the SAYE Scheme.,
Each participant may save up 1o £250 a month to buy shares under
option at the end of the option period. Savings contracts can be for
athree, five or seven-year pericd. The exercise price for options granted
in 2005 incCluded a discourt of 2C per cent 1o the market value of the
sharas at the time of grant.

Options granted to Executive Directors under the SAYE Scheme are
not subject to performance conditions. The SAYE Scherme is an HM
Revenue & Customs approved all-employee scheme, the terms of
approval for which do not allow the imposition of performance
conditions on the exercise of options.

Detalls of options granted to Executive Directors under the SAYE
Scheme are sat out in the table on page 66.

Profit Sharing Scheme and Share Incentive Plan

The last appropriation under the Profit Sharing Scheme was made on
5 June 2002. During the vear all the shares were released fo eligible
employees and the Scheme was closed down. The Company
introduced in June 2003 a new HM Revenue & Customns approved
all-employse share scheme, the Share Incentive Plar.

All eligible employees of participating Group companies may participate
in the Share Incentive Plan. Under the Share Incentive Plan, free shares
are nomally awarded annually based on a percentage of each employeg’s
base salary per annum (for 2005 this percentage was 7 per cent)
subject to a maximum amount of £3,000. The shares are held by

the Trustess of the Share Incentive Plan on behalf of a participant for
a period of five years from the date of appropriation before they may
be released to a participant. The Trustees of the Share Incentive Plan
are Mr R D Kingston, Mr J AN Heawood and Mr J R Probert.

Details of the Executive Directors’ holdings under the Share Incentive
Plan are included in the table showing director’s interests in shares on
page 65.

Policy on outside appointments

An appointment of an Executive Director to the board of a non-Group
cornpany requires the approval of the Board. Executive directors who
are non-executve direciors of non-Group companies may retain any
fees payable to them with the congent of the Committes, exceptin
cases where the directorship is as a representative of the Company.
During the year bath Mr | D Coull and WMr R © Kingston were non-
executive directors of external companies and the details of their
remuneration are shown on page 64 of this report.
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Policy on service contracts
Executive Directors

Audited information
Directors’ Emoluments

Service agreements for the Executive Directors are on a rolling basis. Annuz)
For Executive Directors the senvice agrearnents provide for retirement Salaries Incentive  Tolal - Total
\ . andfees Benrefits Plan 2005 2004
at the normal retirement age of 62. The sesvice agreement for MriM D 0D TOO0 TOO0  TOOD  S000
Legs and MrJ A N Heawood may be terminated by either party on P D Qrchard-Lisle Chaimean
giving cne year's notice, Mr 1D Coull, Mr B D Kingston and Mr D J R {appointed Ghaimnan 19 August 2005) 109 - - 108 51
Sleath are required to give 6 months’ notice to the Company. There Sir Nigel Mobbs former Chairman) 217 20 - 237 284
are no further provisions for compensation payabie on termination of Executive direclors
service contracts of directors. There has been no compensation paid 1D Coull Crist Executie 449 46 151 648 860
to departing directors during the vear, J AN Heawood 350 30 49 429 a07
R D Kingston 311 26 60 387 391
The appointment and contract commencement/renewsl dates for the MDLeest 308 27 310 845 531
Executive Directors are as follows: Nan-executive directors - Fees
Lord Blackewell Senior Independent Director a1 - - 41 38
Date of Date of Contract S L Howard
Name Appointment Commencement/Renewal  Chairman of the Remuneration Conmmittee 41 - - 41 35
1D Coull 1 January 2003 1danuary 2003 D Kramer fretired 13 May 2005) 59 - - 52 93
R D Kingston 1 January 1986 1January 2005 The Rt Hon Lord MacGregor
J AN Heawood 4 November 1996 4 Novernber 1996 of Pulham Market
MO Lees 25 March 1098 25 March 1908 Chainmian of the Audit Commitiee 41 - - 41 39
AW Palmer 35 - - a5 32
o : G A Peacock 35 - - 35 32
Any proposals for the early termination of the service contracts of THW Wernk (oomied 23 May 2005 Py - ~ b —

directors and senior executives are considered by the Committee.
The contraciual terms and the principles of mitigation are applied
in settling compensatory amounts.

Non-executive directors

The fees payable to non-executive directors are set by reference to
those paid by comparable organisations for similar appointments.

in setting the fees, independent external advice is sought on current
market practice. The fees payable 1o non-executive directors are ratified
by the Board after discussion between the Executive Directors.

The non-executive directors do not participate in any of the Company’s
employees’ share schemes nor do they receive any other benefits or
pension rights under the pension scheme. While the non-executive
directors do not have service contracts they have signed letters of
engagerment that inter alia prescribe their duties and obligations.

The Chairman has a contract for senvices which is terminable on or after
30 June 2006 by ane month’s notice. Non-executive directors are not
appointed for specified terms but are subject to re-election by
sharehclders annually for any non-executive director appcinted longer
than nine years, otherwise re-election is every three years,

The appointment agreement and service commencernent/renewal
dates for the non-executive directors are as follows;

Date of Date of Service Agreement
Name Appeintment Commencement/Renewal
P D Orchard-Lisle (as Chairman) 25 June 1880 18 August 2005
Sir Nigel MoGbs lformer Chairmany 4 September 1963 14 April 2004
S L Howard 16 May 2001 29 January 2004
Lord Blackwell 1 Aprl 2001 29 January 2004
Lord MacGregor B January 1995 29 January 2004
AW Palmer 28 January 2004 28 January 2004
C A Peacock 28 January 2004 28 January 2004
TH Wwernink 23 May 2005 27 May 2005

B4 Slough Estates plc
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T Mr M D Lees, Chief Executive of Slough Estates USA Inc., is resident and remunerated in the US,
The exchange rate used as at 15.03.06 when the bomus was calculated was $1.74.

Allthe Executive Directors receive benefits comprising the provision
of health insurance, life insurance and a company car.

W 1 D Coull was paid a fee of £25,000 for his services as a non-
executive director of House of Fraser plc to 31 December 2005,
He was alsc paid £1,300 for his services as a director of London
Regional Board of Royal & Sun Alliance to 31 December 2005.

Mr R B Kingston was paid a fee of £48,125 (nclusive of 3 manths
notice period) for his services as a non-executive director of Mersey
Daocks and Harbour Company to 22 September 2005 when he retired
from this company.




Directors’ interests in shares

The interests of the directors and their immadiate familias in the ordinary
shares and convertible redeemabile preference shares of the Company
at 31 December 2005 and 1 January 2005 were;

Bereficial interests Other interests

31.12.05 1.01.05 31.12.06 01.01.05
Number of ordinary shares
Lord Blackwell 2,500 2,500 - -
1D Coull 23,883 23,327 5,000 5,000
J AN Heawood 40,432 33,815 23,394 19,978
S L Howard 7,500 7.500 - -
R D Kingston 54,961 54,418 5,366 5,368
MDLees 53,436 53436 - -
Lord MacGregor 3,000 3,000 - -
P D Orchard-Lisle 37.458 28,580 - -
AW Palrmer 2,500 2,500 - -
C APeacock 2,500 2,500 - -

Beneficial interests in the table opposite represent shares beneficially
held by each director together with shares beneficially owned by his
spouse and children under 18. They include any ordinary shares held
on behalf of directors by the Trustees of the Share Incentive Plan.

Between 31 December 2005 and 21 March 2006 there were no
changes to the abcve.

At 31 Decernber 2005, the Executive Directors, together with other
senior executives were potential beneficiaries in respect of a total of
1,223,783 ordinary shares in the Company held by the Trustees of the
1994 Employees’ Benefit Trust.

The following are the non-beneficial interests of the directors who were
in office at 31 December 2005.

0 J R Siegath (as from date

of appeintment 1 January 20086) - - - -
T H W wWernink {as from date

of appointment 23 May 2005} - - - -

Ordlinary shares Proference shares
31.12.05 01.01.05 31.12.05 01.01.05
Numbar of ordinary shares
R D Kingston,
JAN Heawood
and J R Probert

{as Trustees of the Share Incentive Plan} 461,515 378,133 - -

Beneficial interests Cther interests

: 911205 Q10106 311205 010105 g Thygtees of the Share Incentive Plan transferred 3,352 ordinary
Number of 8.25 pence convertible sharas between 31 Decernber 2005 and 21 March 20086.
redeernable preference shares
P D Orchard-Lisle 8,300 8,300 - - . , ,
Directors’ other interests
There were na other directors’ interests.
[ |
l.ong-Term Share Incentive Scheme
End of
perfarmance
Number Number of Number Number  period over which
of shares shares lapsed/ of shares  Market value of Market vaiue on of shares performance
under award  number of shares overwhich  shares on grant Number of date of vesting under award conditions
M.01.05  thatdidnotvest  awards granted £ shares vested e 311205 havetobe met
1D Coull
07.01.03 179,844 3.40 179,844 31.12.056
14.05.04 55,395 428 65,395 31.12.06
04.05.05 123,421 4.80 123,421 31.12.07
J AN Heawood .
04.04.02 21,105 21,105 3.98 0
20.03.03 30,263 3.08 30,263 31.12.05
14.05.04 23,081 4.28 23,081 31.12.06
04.358.05 53,305 4.80 53,305 31.12.07
R D Kingston
04.04,02 22,110 22,110 3.98 0
20.03.03 32,236 3.08 32,236 311205
14.05.04 25,851 4.28 25,861 31.12.06
04.05.05 £1,505 4.80 61,505 31.12.07
MD Lees
04.04.02 27,798 27,798 3.8 0
20.03.03 33,089 3.06 33,099 a1.12.05
14.05.04 23,726 4.28 23,726 31.12.06
04.05.06 53,330 4.80 53,390 31.12.07
Sir Nigel Mobbs
04.04.02 25125 25,125 3.98 0
200303 41,118 3.06 41,118 31.12.05
14.05.04 30,005 4.28 30,005 31.12.06
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No variations have been made to the terms and conditions of any
of the awards,

There was no vesting of shares from the Long-Term Share Incentive
Scheme allocation made on 4 April 2002,

The performance targets are based on the achievement of real growth
in adjusted diluted EPS and adjusted diluted NAV over a period of three
years, More detailed criteria for the Long-Term Share Incentive Scheme
can be found on page 62.

The growth required in both adjusted diuted EPS (weighted 80 per cent)
and adjusted diluted NAY per share (weighted 40 per cent} between
grant and vesting is:

Adjusted diluted Adjusted diluted

Vesting EPS NAV per share

Low Hurdie 20% 4.0%pa 4.0%pa
High Hurdle 100% 11.0%pa 8.0%pa

and pro-rata for intermediate achieverment subject to performance
exceeding the fow hurdle.

Options expiring, granted, exercised and cutstanding to Executive
Directors under the Executive and SAYE Schemes as follows:

Number of Number of Number of Mid Market Nurriber of
shares under shares over shares under Exercise value on day shares undler Period in
Plary option at which options which options Price of exercise option at which oplions
Scheme 01.01.05 lapsed exercised p p 31.12.05 can be exercised
1D Coul 3 8,720 344.00 8,720  06.01.06-05.01.13
2 107,559 344.00 107,559  06.01.06-05.01.13
2 85515 467,75 85515 14.04 . 07-13.04.14
4 4,726 372.40 4726  01.05.11-31.10.11
Total 206,520 206,520
J AN Heawood 1 18,785 356.60 18,785  28,03.04-27.03.08
2 51,328 51,323 408,16 il
2 79,310 290.00 79310 20.03.06-19.03.13
2 53,447 A67.75 53,447 14.04.07-13.04.14
4 7,926 7,926* 248.00 Nil
4 3,028 304.60 3028  01.10.06-31.03.07
Total 213,819 154,570
R C Kingston 1 22,936 356,50 22,0836  28.03.04-27.03.08
4 3,767 53,787 408.16 Nl
2 84,482 290.00 84,482  20.03.06-19.0313
2 59,861 467.75 £9,861 14.04,07-13.04.14
4 7,520 218.40 7520  01.0508-31.10.08
Total 228,565 174,799
MDLees 1 28,662 358.50 28,662 28.03.04-27.03.08
2 65,284 86,284 409.16 Wil
2 86,742 280.00 86,742  2003.06-18.03.13
2 54,840 467.75 54,840 14.04.07-13.04.14
5 25,000 25,000 $4.25 $7.38 Nil 26.08.00-*
Total 260,628 170,344
Sir Nigel Mobbs fformer Chairman) 2 48,879 48,879 409.16 INil
2 86,206 280.0 86,206  20.03.08-18.03.13
2 55,085 467.75 55,685 14.04.070-13.04.14
Total 190,870 141,791
' 1994 Unapproved Scheme " There was no aggregate gain on the exercise of the SAYE options by Mr J A N Heawooed as he has
#2002 No. 2 Plan retained these shares. The aggregate gain on exercise of the Tipperary Corporation options by Mr M D
32002 Plan Lees was $78,500.

71981 Savings-Related Share Option Scheme
" Tipperary Corporation

The options granted under the 2002 and the 2002 No. 2 Plan on 10 June
2002 have lapsed because the performancs criteria were not met.

No options were granted in 2005.

No payment is required for the grant of an option under the 1994
Schemes, 2002 Plans and the SAYE Scheme.

There have been no changes o the terms and conditions of the 1994
Schemes, 2002 Plans and the SAYE Scheme during the year, The
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~“The Tipperary options arenormally exercisatie 2 vears after leaving the Tipperary Corporation Board but
on sale of this company thesg options vested immediately. There was no performance criteria for the
Tipperary Corporation options.,

performance criteria for the 1984 Unapproved Scheme is EPS-RPI +
6% over 3 years. The performance criteria for the 2002 No. 2 Plan and
the 2002 Plan is £PS-RP! + 3% per annum. More detaiied criteria for
the 1994 Schemes and the 2002 Plans ¢an be found on page 62.

The market price of the shares as at 31 December 2005 was 508.50
pence. The highest and lowest market prices of ordinary shares during
the financial year were 598.50 pence and 469 pence.




Pension and retirement benefits

The current pension policy for Executive Directors is to provide,
through membership of the Siough Estates (1957) Pension Scheme
{the "Scheme”) upon retirement at the age of 62, {which the Committes
considers to be appropriate subject to completion of a minimurm

of twenty years service or pro-rata}, a pension of two-thirds of final
salary (less any retained benefit from prior employment), where they
are not capped by the Finance Act 1988, No other amounts or
bonuses are pensionable.

All Executive Directors other than Mr M D Lees, qualify for pension
enefits under the Scheme, which is a final salary scheme. MrM D Lees
nas a deferred pension under the pension scherme but is no longer
accruing any additional benefits. The Scheme is contracted-out of

the State Farnings Related Pension Scheme and is HV Revenue &
Custormns approved. It has baen registered with the Pensions' Registrar.

Set out below are details of the pension benefits to which each of the
Executive Directors are entitled in respect of the disclosure recuired by
Paragraph 12 (2}, Schedule 7A to the Companies Act 1885. The values
given below include the effect of inflation in their calculation.

Increase

Additional {decrease}
accrued in transfer
pension Accrued Transfer Transfer value less

eaned  pension &t value at value at directors’
inthe year 31.12.05 31.12.04 31.12.05 contributions
€000 pal)  €000pal €000 000" €000
1D Coull™ 23 62 510 877 352
J AN Heawood 4 32 345 441 83
R D Kingston 23 176 2,489 3,172 668
MD Lees™ 30 130 B34 N3 279
Sir Nigel Mobbs 9 Nil 3570 Nit 3,570

* Transfer values have been calculated in accordance with Actuarial Guidance Note GN11. They do not
represent sums payable 1o individual directors.

" The start-year figures for Mri D Goull and Mr M D Lees have been restated 1o reflect updated
retaingd benefit information.

The Group has provided Mr M D |ees, a resident of the US, a pension
entitlerment broadly equivalent to the benefit that he would receive had
he continued to be a member of the Scheme.

The accrued pension entitlement is the amount that the Executive
Directors would receive if they retired at the year end.

Set out below are details of the pension kenefits for each of the
Executive Directors in respect of the disclosure required under Rule
9.8.8 (12} of the Listing Rules which are not shown abcve. The values
given below exclude inflation from their calculation.

Transfer value of increase in accrusd
pension less directors’ contributions

Additional accrued pension
in the year excluding inflation

Director (€000 p.a) 1£000)
1D Coull 22 273
JANHeawond 4 32
R D Kingston 20 305
M D Lees 28 181

Sir Nigel Mobbs Nil (3.579)

Sir Nigel Mokbs (former Chairman} was a pensioner member of the
Scheme until his death in October 2005. His pension in payment was
§2239,849 per annum on its cessation at the date of his death.

Funded Unapprcoved Retirement and Death Benefits Scheme

The Company has set up a Funded Unapproved Retirernent and Death
Benefits Scheme (FURBS). It became effective from 1 November 1996,
The FURBS will provide benefits to certain employeas who are capped
by the Finance Act 1989, one of whom is Mr J A N Heawood. Mr
Heawood's pansionis funded by a combination of the Scheme and the
funded unapproved scheme fwhich is a money purchase schems)
which has been charged to the income statement. The cost of the
FURBS in 2005 was £119,030 (2004: £88,824).

Mr | D Couli’'s Unfunded Unapproved Retirement Benefits Scheme
("UURBS" arrangemeants

Mr | D Coull will be entitled at age 62 to a total pension of two-thirds
of his final pensionable salary less any retained benefits from prior
employment. Final pensionable salary and retained benefits will be as
defined in the rules (as modified by UURBS) of the Scheme, of which
he is a member.

His entitlement to a pension from the Company wiil consist of & scheme
pension from the Scheme and a company pension for which provision
is being made in the accounts. The scheme pension will be the
maximum that can be paid from the Scheme without prejudicing HM
Revenue & Customns approval limits (subject to a maximum of his total
pension entitlement). The Company pension will be the balance of the
total pension over and above the Scheme pension.

The Company will provide the company pension by means of the
UURBS. it may choose, as an alternative to paying a regular monthly
income in retirement, to pay aiump sum equal to the capitalised value
of the pensicn which would ctherwise have been payable. in this case,
the liahility for this will be calculated by Hewitt Bacon & Woodrow, the
actuary of the Scheme.

Former directors
Ex-gratia payments to former directors and their dependants were
£83,810 {2004 £81,018).

Approvat
At the Annual General Mesting of the Company to be held on 16 May

2006 an ordinary resclution approving this report will be proposed.
This report was approved by the Board of Directors on 21 March 2008
and signed on its behalf by orler of the Board.

-

Ernst & Young LLP and Lovells have given and not withdrawn their written consent to
the issue of this document with the inclugion of references to their names in the form
and context in which they appear.

S L Howard
Chairman of the Committee
21 March 2006
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Five year financial results

2005 2004 2003 2002 2001
IFRS FRS  UKGAAP™ UKGAAP UK GAAP!
£m £m £m m £m
Group income statement
Net rentalincome 2212 225.0 2231 216.9 2123
Property trading - operating profit 9.7 6.8 7.1 28 87
Litiities — operating profit/{loss) 1.2 4.1 4.2) (4.5) 7.1
Gas - operating loss 2.1 3.3) (3.5) (1.2} 3.3)
Administration expenses (20.7) {14.7) (14.0) (14.9) (13.2)
Share of operating prefit from investment property joint ventures and associate less valuation gains 5.7 13.5 15.1 14.8 13.9
Share of cperating profit/loss) from trading property joint ventures 05 (0.8 0.2 - -
Other income and nen-property joint ventures 55 6.1 48 6.1 3.9
Net finance cost including notional preference share interest less debt repayment and close out costs (100.6) (108.4} 88.5) (76.5) {77.9)
Adjusted profit before tax and exceptional items 120.4 1201 140.1 143.5 137.3
Exceptional iease surrender premium 364 7.5 - - -
Sale of Quail West 181 - - - -
Property trading — exceptional pravision Quail West - - {37.9) - -
Profit on sale of Tipperary interests 99.7 4.4 - - -
Profit on sale of joint venturas net of close out costs 59 8.3 - - -
Gain on sale of investment and developrment properties 14.4 56.4 1.6 ©.1) 9.8
Net valuation gains and losses including joint ventures and associate 4196 1821 - - -
Utilities — exceptional write down - - - - 60G.2)
Notional interest on preference shares - 13.2 - - -
Net loss on derivatives 1.0 - - - -
Exceptional cost of debt repayment (126.0) - - - -
Jaint ventures taxation (3.2) 4.0 - - -
Profit before tax 582.3 388.0 1038 1434 67.3
Group batance sheet
Investment and development properties 4,876.4  3,729.5 35639 36326 35142
Plant and equipment 45.0 118.0 - - -
Jeint ventures and associate 1001 84.1 200.3 188.7 174.7
Trading properties 123.6 125.3 121.6 144.9 134.0
Cther assets 2389 166.5 205.9 168.7 166.6
Cash and deposits 172.6 3974 159.3 93.9 175.9
Total assets 55566 48208 42600 42288 41654
Borrowings (2,264.9) {(1,722.7) (1,667.1) (1,583.5) (1,541.1)
Other liabilities and minority interests (851.3) (733.0) (416.8) (404.5) (387.7)
Shareholders™ funds 24404 21651 2,176.1 2,2408 22366
Total return
Profit attributable to ardinary shareholders ‘ 3851 285.8 81.8 86.8 429
lterns taken directly to equity ' 6.2) B3.1) (88.3) (©2.4) (22.9)
3789 222.7 6.5) 64.4 20.0
Data per ordinary share:
Earnings per share:
Basic earnings per share 91.7p B88.5p 19.6p 20.9p 10.4p
Adjusted basic earnings per share 24.0p 24.7p 27.6p 28.8p 27.6p
Net assets per share basic:
Basic net assets per share 579p 486D 4900 506p 506p
Adjusted basic net assets per share 733p 596p 536p 551p 542p
Net assets per share diluted:
Basic diluted net assets per share 542p 451p 464p 480p 479p
Adjusted diluted net assets per share 680p 558p 505p 519p 512p

*See note 55 for the type of IFRS adjustments that would be required.
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Independent Auditors’ Report to the members of Slough Estates plc

We have audited the Group and parent company financial statements (the “financial statements”) of Slough Estates plc for the year ended 31 December 2005 which
cormprise the Group Income Staternent, the Group and Parent Compary Balance Sheets, the Group and Parert Company Cash Flow Statements, the Group and
Parent Company Staternent of Recognised Income and Expenses and the related notes. These financial statements have been prepared under the accounting
policies set out therein. We have also audited the information in the Directors” Remuneration Report that is described as having been audited.

Respective responsibilities of directors and auditors
The directors’ respensitilities for preparing the Annual Report, the Directors’ Remuneration Report and the financial statements in acoordance with applicable law
and international Financial Reporting Standards (FRSs) as adopted by the European Union are set outin the Staternant of Directors” Responsibiities.

Our responsibitity is to audit the financial statements and the part of the Directors” Remuneration Report to be audited in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Irefand). This report, including the opinion, has been prepared for and cnly for the company’s members
as a body in accordance with Section 235 of the Companies Act 1985 and for na other purpose. We do not, in giving this opinion, accept or assume respensibility for
any other purpose or to any other person to whom this report is shown or into whose hands it may come save where exprassly agreed by our prior consent in writing.

We repart to you our opinion as to whether the financial statements give a true and fair view and whether the financial statements and the part of the Directors’
Remuneration Report to be audited have been properly prepared in accordance with the Companies Act 1985 and Article 4 of the I1AS Regulation. We also report
to you if, in our opirion, the Directors’ Report is not consistent with the financial statements, if the company has not kept proper accounting records, it we have not
received all the information and explanations we require for our audit, or if information specified by law regarding directors’ remuneration and other transactions

is not disclosed.

We review whether the Corporate Governance Statement reflects the company’s compliance with the nine provisions of the 2003 FRC Combined Code specified
for our review by the Listing Rules of the Financial Services Authority, and we report if it does not. We are not required tc consider whether the board's staterments
cninternal control cover all risks and controls, or form an opinion cn the effectiveness of the Group’s corporate governance procedures or its risk and control
procedures.

We read other information contained in the Annual Report and consider whether it is consistent with the audited financial staterments. The other information
comprises the Financial highlights, Directors’ report, the unaudited part of the Remuneration report, the Chairman’s staternent, Chief Executive’s review, Financial
Directors’ review, the Corporate governance staterment, Five year financial results and the cther information set cut on the contents page. We consider the
impilications for our report if we become aware of any gpparent misstatements or material inconsistencies with the financial statements. Our responsibilities do
not extend to any other inforrnation.

Basis of audit opinion

We conducted our audit in accordance with Interrational Standards on Auditing (UK and Irefand) issued by the Auditing Practices Board. An audit ncludes
examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements and the part of the Remuneration report

to be audited. It also includes an assessment of the signficant estimates and judgments 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 s as to obtain all the information and explanations which we considered necessary in order to provide us with sufficient
evidence 10 give reasonable assurance that the financial statements and the part of the Remuneration report to be audited are free from material misstatement,
whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information

in the financial statements and the part of the Remuneration report to be audited.

Opinion
In our opinion:

B the Group financial staterments give a true and fair view, in accordance with IFRSs as adopted by the European Union, of the state of the Group's affairs as at
31 December 2005 and of its proifit and cash flows for the year then ended;

B the parent company financial statements give a true and fair view, in accordance with IFRSs as adopted by the European Union as applied in accordance with
the provisicns of the Companies Act 1985, of the state of the parent company’s affairs as at 31 December 2005 and cash flows for the year then ended; and

m the financial statements and the part of the Remuneration report to be audited have been property prepared in accordance with the Companies Act 1985 and
Article 4 of the |AS Regulation.

fremakrhawse (ogpes up

PricewaterhouseCceopers LLP

Chartered Accountants and Registered Auditors

Reading

21 March 20086
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Statement of the Directors’ responsibilities
For the preparation of financial statements

UK company law reguires the directors 1o prepare financial staterments for sach financial vear which give & true and fair view of the state of affeirs of the Company
and the Group and ¢f the profit or loss of the Group for that year. In preparing the financial statements the directors are required to:

® select suitable accounting policies and then apply thern consistently;

| make judgements and estimates that are reasonable and prudent;

B state that the financial statements comply with IFRS;

B prepare the finangial statements on the going concern basis unless it s inappropriate to presume that the Group will continue in business.

The directors confirm that they have complied with the above requirerments in preparing the financial statements.

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the financial position of the Company and
the Group and to enable them to ensure that the financial statements comply with the Companies Act 1985. They are alse responsible for safeguarding the assets of
the Company and the Group and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

The directors are responsible for maintaining the integrity of the financial information, including the Annual Report, on the Slough Estates pic website,

Note: Legislation in the UK governing the preparation and dissemination of financial statements may differ from legislation in other jurisdictions.

By order of the Board
J R Probert

Secretary
21 March 2006
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Group income statement
For the year ended 31 December 2005

2005 2004

MNote £m £m

Revenue 5 405.2 342.7
Gross rental income from investment properties 301.8 270.8
Interest received on finance lease assets 0.9 09
Property operating expenses 3] 45.1) 39.2)
Net rentat income 4 2576 2325
Proceeds on sale of trading properties 57.3 314
Carrying value of trading properties sold (34.2) 27.7)
Trading property rental income 3.3 4,2
Property cutgoings relating to trading properties (0.6} {1.1)
Net income from trading properties 4 258 5.8
Income from sale of utilitiss and gas 419 354
Cost of sales (42.8) 42.8)
Gain from sale of gas interests 99.7 4.4
Net income/(foss} from utilities and gas 4 98.8 (3.0}
Other investment income 7 55 8.1
Administration expenses 8 (20.7) {14.7)
Gain on disposal of property assets 9 14.4 56.4
Gain on disposal of joint ventures 9 7.8 8.3
Net valuation gains 10 409.1 166.7

Operating income 798.3 4581
Finance costs 12 (124.9 {(101.9)
Exceptional cost of refinancing 12 (126.0) -
(250.9) (101.9)

Finance income 13 21.4 6.7

Share of profit from joint ventures and associate after tax 11 13.5 241
Profit before tax 582.3 388.0

Taxation

- current 14 {44.4) (49.4)
- deferred 14 (149.8) (42.8)
(194.2) 92.2)

Profit after tax from continuing operations 388.1 265.8
Preference dividends 15 - (11.2)
Profit for the period 388.1 284.6
Aftributable to equity shareholders 385.1 2858
Attributable to minority interests 3.0 {12
388.1 284.6

Basic earnings per ordinary share 16 91.7p 68.5p
Ciluted earnings per ordinary share 16 85.0p 63.4p

72 Slough Estates plc  Annual Report 2005




Statement of recognised income and expenses (SORIE)
For the year ended 31 December 2005

Group Company
2005 2004 2005 2004
Ncte £m £m £m £m
Revaluaticn gains on properties in the course of development 10 48.4 74.1 - -
Exchange differences arising on translation of overseas operations 25.4 (13.5) - -
Actuarial losses on defined benefit pension schemeas 4.0 (10.8) (3.9 (10.3)
Increase in value of available-for-sale investments 10.8 - - -
Tax on ftems faken direcily to equity {e5.4} (3.3} (3.8} 3.3
Net gain/{loss) recognised directly in equity 55.2 3.3 {7.5) (7.0
Transfer 1o income statement on sale of avallable-for-sale investmeants 1.1 - - -
Profit for the pericd 388.1 2846 {(103.8) 2091
Total recognised income and expenses for the period 442.2 281.3 (111.3} 2021
Adoption of IAS 39 {103.9) - (106.6) -
Total recognised income and expenses for the period after restatement 3383 281.3 217.9) 202.1
Attributableto - equity shareholders 334.8 283.6 (217.9) 202.1
- minority interests 3.5 2.3) ~ -
3383 281.3 (217.9) 2021
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Balance sheets
As at 31 December 2005

Group Cornpany
2005 2004 2005 2004
Note £m £m £m om
Nan-current assets
Geodwil 17 0.7 - - -
Irvestment properties 18 4,440.1 34527 - -
Development and owner occupied properties 19 436.3 276.8 - -
Plant and equipment 20 45.0 118.0 - -
Finance lease receivables 21 10.2 109 - -
Avallable-for-sale investments 23 54.7 384 - -
Investments in subsidiaries 24 - - 3.218.0 289034
Investments in joint ventures and associate 24 100.1 84.1 18.6 6.2
Deferred tax asset 32 - 0.2 12.4 10.8
Tota! non-current assats 50878  3,9081.1 32480 29204
Current assets
Inventories 25 1.6 1.9 - -
Trading properties 26 123.6 125.3 - -
Finance lease receivables 21 0.1 0.1 - -
Tax recoverable 8.1 1.0 29 -
Trade and other receivables 27 162.8 114.0 1.9 27
Cash and cash equivalents 28 172.6 397.4 - 41.2
Total current assets 468.8 639.7 48 439
Total assets 55566 46208 32538 29643
Non-current liabilities
Borrowings 29  2,250.2 11,6835 1,782.1 1,197.4
Obligations under finance leases 31 05 05 - -
Deferred tax provision 32 635.9 448 4 - -
Provisions for liabilities and charges 33 296 59.8 27.8 40.2
Other payables 35 7.1 15.8 194.4 1705
Total non-current labilities 29233 22080 20043 1408.1
Current liabitities
Borrowings 29 14.7 39.2 15 276
Tax liablities 7.2 47.4 - 2.3
Trade and cther payables 35 162.4 141.7 31.0 31.9
Total current liabilities 184.3 228.3 325 £61.8
Total liabilities 31076 24363 2,036.8 14699
Net assets 24490 21845 1,217.0 11,4944
Equity
Share capital 26 137.5 138.8 137.5 138.8
Share premium account 38 256.8 339.1 256.8 339.1
Own shares held 43 (6.9 5.2) 6.9) (5.2)
Other reserves 39-42 14716 11272 50.3 477
Revenue reserves 44 581.4 585.2 779.3 974.0
Total sharsholders’ equity 37 24404 21651 12170 14944
Minority interests 8.6 19.4 - -
Total equity 2,449.0 21845 1,217.0 1,4044
Net assets per ordinary share
- basic 16 579p 486p
- diluted o 16 542p 481p
The financial staterﬁemtsal‘;ﬁé@s 7210&’35//@ app Wy the Board of directors and authorised for issue on 21 March 2006 and signed on its behalf by:
1D Coull s I2cunss
Cirectors
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Cash flow statements
For the year ended 31 December 2005

Group Company
2008 2004 2005 2004
Note £m £m £m €m
Cash inflow/{cutflow) generated from operations 49 237.3 202.4 (13.2) 6.4)
Interest received on deposits 10.3 74 91.6 743
Dividends received from subsidiaries - - 15 1.6
Dividends received from joint ventures and associate 2.8 8.4 1.7 -
Dividends received from available-for-sale investments 1.5 3.1 - -
Interest paid (including penalty on bond repayment} (156.7) (115.0) (127.4) {84.9)
Dividend paid to preference sharehoiders (10.8) (11.3) (10.8) (11.3)
Minority dividends paid (4.2) 0.9} - -
Tax (paid)recovered i91.8) {15.3) 0.3 3.8
Funding pension scheme deficit (16.2) - (16.2} -
Net cash (outflow)/inflow from operating activities (27.8) 78.8 (72.5) (22.9)
Cash flows from investing activities
Purchase of subsidiary undertakings 51 0.3 - - -
Purchase and development of investment properties (587.4) {68.1) - -
Sales of investment properties 118.6 2371 - -
Amount received from propearty swap 0.8 34 - -
Legal costs paid in relaticn to property swap {0.6) 2.2 - -
Purchase and development of property plant and equipment (142.4) (35.8) - -
Sale of property plant and equiprment 76 0.9 - -
Purchase of avalable-for-sale investments (11.9) (16.2) - -
Proceeds from disposal of available-for-sale investrments 164 20.5 - -
Proceeds from the disposal of gas interests 49 1105 - - -
Repayment of loans by purchaser of gas interests 12.3 - - -
Loans to subsidiaries - - (227.2) 18.0
Proceeds frem reduction in holding of a subsidiary - 3.3 - -
Investment and lcans to joint ventures and associate (16.5) (3.8 (12.4) 0.7
Investment in term deposits 1856 (184.5) 0.1 0.2
Proceeds from the disposal of an investrment in joint venture 208 - - -
Acquisition of minority interests - 4.0) - (1.8)
Contribution from minorities - 4.6 - -
Net cash used in investing activities (295.5) 44.8) (239.5) 15.7
Cash flows from financing activities
Dividend paid to ordinary shareholders (69.0) B4.1) (69.0) B4.1)
Net increase in borrowings 340.0 88.2 338.0 758
Proceeds from the issue of ordinary shares 1.5 3.0 15 30
Purchase of own shares 1.0 ©.8) (1.0) {0.8)
Net cash from financing activities 271.5 26.3 269.5 13.7
Net [decrease)/increase in cash and cash equivalents (51.8) 60.3 (42.5) 6.5
Cash and cash equivalents at the heginning of the year 2181 158.6 41.0 34.5
Effect of foreign exchange rate changes 0.6 0.8) - -
Cash and cash equivalents at the end of the year 166.9 218.1 (1.5) 1.0
Cash and cash equivalents per balance sheet 172.6 397.4 - 41.2
Less restricted deposits - {176.0) - -
172.6 2214 - 41.2
Bank overdrafts 5.7 3.3) (1.5} 0.2
Cash and cash equivalents per cash flow 28 166.9 2181 (1.9) 41.0
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Notes to the financial statements

1. General
Slough Estates plc (the Group) is a limited company incorporated in England.

These financial statements are presented in millions and in sterling since that is the currency in which the majority of the Group’s transactions are denominated,

On 1 January 2005 the Group fully adopted International Financial Reporting Standards as adopted by the Eurcpean Union (EU) (FRS). Previously, the financial
statements were prepared under UK Generally Accepted Accounting Principles (UK GAAP). The comparative figures have been restated accordingly with the
exception of the five year financial results where only the 2004 comparative figures have been restated. The effects of adopting IFRS on the prcfit for the period
and opening reserves are set cut in note 54 of the financial statements.

Tne financial staterments have been prepared, In accordance with applicable international Accounting Standards and International Financial Reporting Standards
issued by the International Accounting Standards Board. These standards are also collectively referred to as “IFRS".

The parent cormpany’s financial statements have also been prepared in accordance with IFRS, as applied in accordance with the provisions of the Companies
Act 1985.

The Directors have taken advantage of the exemption offered by Section 230 of the Companies Act not to present a separate income statement for the parent
company. The financial statements have been prepared under the historical cost convention as modified by the revaluation of properties, available-for-sale
investments, financial assets and liabilities held for rading. A summary of the more important Group accounting policies is set out in note 53. Explanations of where
changes have been made to previous policies on the adoption of new accounting standards in the year are set out in note 54,

2. Transition to international Financial Reporting Standards {(IFRS)

Alllisted companies in the EU are required to present their consolidated financial staterments for accounting periods beginning on or after 1 January 2005 in
accordance with IFRS as adopted by the EU. Tharefore, the Group’s consolidated financial statements for the year ending 31 December 2005 are presented on this
basis with IFRS comparatives. Reconciliations have been provided of certain key figures to UK GAAP and these, together with an explanation of the resulting changes
in accounting policies, are set out in notes 54 and 55.

The Group's transition date for the adoption of IFRS is 1 January 2004 and its transition date for the implementation of 1AS 32 and JAS 39 dealing with financial
instruments is 1 January 2005, These transition dates have been selected in accordance with IFRS 1, “First-time adoption ¢of International Financial Reporting
Standards”,

The Group is required to apply its IFRS accounting policies retrospectively to determine its opening FRS balance sheet at the transition date of 1 January 2004 and
the comparative information for the year ending 31 December 2005 with the exception of financial instruments where the comparative information has not been
restated as permitted by IFRS1. Business combinations prior 10 1 January 2004 have not been restated 1o comply with IFRS 3, “Business Combinations”. The Group
has applied IFRS 2, “Share-based payment”, retrospectively only to awards made after 7 November 2002 that had not vested at 1 January 2005. These exceptions
are permitted by IFRS 1.

The preparation of financial statements in conformity with IFRS requires the use of estimates and assurmptions that affect the reparted amounts of assets and liabilities

at the date of the financial statements and the reported amowunts of revenues and expenses during the reporting period. Although these estimates are based on
managemeant's best knowledge of the amount, event or actions, actual results may ultimately differ from those estimates,

3. Accounting policy changes
A summary of the significant changes in accounting policies as a result of adopting IFRS are set out in note 53.
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4. Segmental analysis
For management purposes the Group’s primary reporting format is the geographic location of its properties as set out below. The secondary reporting format is by
business sector.

Geographical segments

UK Europe uss Group

2005 2004 2005 2004 2005 2004 2005 2004

fm om £m £m £m £m £m £m

Segment Revenue 222.8 2117 55.3 50.9 1271 80.1 4052 342.7
Gross rental income from investment properties 182.7 177.5 219 216 97.2 1.7 301.8 270.8
Interest received on finance lease assets 0.9 0.9 - - - - 0.9 0.9
Property operating expenses (28.9) (25.1) (1.8 (1.3) (14.4) {12.8} {45.1) (38.2)
Net rental income 154.7 153.3 201 203 §2.8 589 2576 2325
Proceeds on sale of trading properties 1.1 2.8 3041 251 26.1 37 57.3 314
Carrying value of trading properties sold (0.5} 2.4) (23.7) {21.9) {10.0) (3.4} (34.2) (27.7)
Trading property rental income - - 33 4.2 - - 3.3 42
Property outgoings relating te trading properties - - (0.6) (1.1 - - (0.6) (1.1)
Net income from trading properties 0.6 0.2 2.1 6.3 16.1 0.3 258 6.8
Income from sale of utilities and gas 38.1 307 - - 38 4.7 19 354
Cost of sales (36.9) (34.8) - - 5.9 8.0) (42.8) (42.8)
Gain from sale of gas interests - - - 99.7 44 99.7 4.4
Net income/{loss) from utilities and gas 1.2 (4.1} - - 97.6 1.1 98.8 3.0)

Cther investment income 4.0 3.1 - - 1.5 3.0 55 6.1
Administration expenses (15.0} (11.0) 2.7 (1.1 3.0y (2.6} (20.7) (14.7)
(Loss)/gain on disposal of property assets (2.8) (1.6} - - 17.2 58.0 144 56.4
Gain on disposal of joint ventures - 8.3 - - 7.8 - 7.8 8.3
Net valuation gains 314.9 128.3 8.1 7.0 86.1 31.4 40941 166.7

QOperating income 457.6 276.5 346 325 306.1 150.1 798.3 459.1
Finance costs (99.2} 69.4) 6.8) 6.9 (19.1} {25.6) {124.9) (101.9)
Exceptional cost of refinancing (126.0) - - - - - {(126.0} -
Finance incorne 18.1 57 0.4 0.3 29 0.7 214 6.7

Share of profit/loss) from joint ventures and associate after tax 8.3 18.4 0.2) .1 54 58 13.5 24.1
Profit before tax 258.8 231.2 28.2 258 2953 131.0 582.3 388.0
Taxation (80.5) (33.8) (10.3} (7.8} (103.4) (50.6) {194.2) (82.2)
Net profit after tax 178.3 197.4 17.9 180 191.9 80.4 388.1 205.8
Segment assets 3,788.5 3,0038 532.8 4278 1,082.7 701.8 53840 42234
Segment liabilities (559.9) {484.1) (85.1) {74.0) (197.7) {155.5) (842.7) (713.8)
Net segment assets 32288 26007 4477 3538 865.0 5463 45413  3,5008
Net external borrowings {1,629.2) (1,025.4) (203.3} {180.0} (259.8) (119.89) (2,092.3) (1,325.3}
Net inter-segment berrowings 123.0 142.2 (56.1) - 66.9) (142.2) - -
Net assets 1,7224 1,7265 188.3 173.8 538.3 2842 24490 21845
Depreciation by segment 39 3.4 01 01 1.1 1.2 5.1 4.7
Capital expenditure in the period 406.9 385.2 136.9 22.7 258.1 85.0 801.9 4729

* Includes the results of Canada and gas interests in Australia.
Information relating to the disposal of gas interests is showr in note 49 (7).
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Notes to the financial statements
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4. Segmental analysis (Continued}

Business segments

Properly investrnent Trading property Utfities Cther activities Group
2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
Em £m tm m £m m £m o £m £m
Rental income 288.2 258.2 33 4.2 - - - - 291.5 2624
Recharges to tenants 13.6 12.6 - - - - - - 13.6 12.6
Sales - - 573 31.4 381 30.7 3.8 4.7 99.2 66.8
Interest received on finance lease assets 09 0.9 - - - - - - 0.9 08
Total revenue 302.7 2717 80.6 356 3841 307 3.8 47 405.2 342.7
Depreciation 0.7) ©.7) - - 2.4) 2.1} (1.1) 1.1} 4.2) 3.9
Property outgoings {44.4) (38.5) {0.6) {1.1) - - - - (45.0) (39.8)
Cost of sales - - (34.2) (27.7 (34.5) 32.7) 4.8) 6.9 (73.5) 67.3)
Gain on sale of gas interests - - - - - - 297 4.4 99.7 4.4
Segment net income 257.6 232.5 258 6.8 1.2 (4.1) 97.6 1.4 382.2 238.3
Share of profits/lloss) from joint ventures
and asscciate after tax 13.0 24.9 0.5 {C.8) - - - - 13.5 241
Other activities - - - - - - 55 6.1 55 6.1
Unailocated administration expenses - - - - - - (20.7) (14.7) {(20.7) (14.7)
Profit on dispesal of property assets 144 56.4 - - - - - - 144 56.4
Profit on disposal of joint ventures 7.8 8.3 - - - - - - 7.8 8.3
Net valuation gains 409.1 166.7 - - - - - - 409.1 166.7
Finance costs - - - - - - {124.9) {101.9) (124.9) (101.9)
Exceptional cost of refinancing - - - - - - (126.0) - (126.0) -
Finance income - - - - - - 21.4 6.7 21.4 687
Profit/(foss) before tax 701.9 488.8 26.3 6.0 1.2 4.1} (147.1) (102.7) 582.3 388.0
Taxation (194.2) (92.2) (194.2) ©92.2)
Net (loss)/profit after tax (341.3) (194.9) 388.1 295.8
Segment assets 50803 3,876.5 185.2 183.0 52.8 51.2 85.7 1327 53840 42234
Segment liabilities (757.8) (562.6) (10.2) {(15.2) (11.4) (11.3) (63.3) (124.5) (842.7) {713.8)
Net segment assets 4,302.5 33139 175.0 147.8 414 39.9 22.4 82 45413 3,509.8
Net borrowings (2,092.3) (1,8325.3) (2,092.3} (1,325.3)
Net assets/{liabilities) 4,302.5 3,3139 175.0 147.8 41.4 399 (2,089.9) (1,317.1) 2449.0 21845
Capital expenditure in the period 714.0 426.6 78.0 31.0 3.4 1.2 8.5 14.1 801.9 4729

There are no significant inter-segrment trading activities.
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5. Revenue

2005 2004
fm £m
Rental income from investrment properties 2455 246.5
Interest received on finance lease assets 0.9 0.g
Service charge income 13.6 12.6
Surrender premiums 42.7 11.7
Total property investment income 302.7 277
Proceeds on sale of trading properties 57.3 314
Trading property rental income 3.3 4.2
Sale of electricity, water and steam 381 307
Sals of gas 38 4.7
Total revenue 405.2 342.7
6. Property operating expenses {investment and development)
2005 2004
£m £m
Amaortisation of leasing expenses 20 22
Depreciation of property plant and equipment 0.7 0.7
Other property outgoings 424 36.3
451 30.2
7. Other investment income
2005 2004
£m £m
Net profit on avallable-for-sale investments 2.9 5.7
Transfer of fair vaiue surplus realised on the sale of available-for-sale investments 1.1 -
Dividends from available-for-sale investments 1.5 0.2
Cther - 0.2
5.5 8.1
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8. Administration expenses

2005 2004

£m £m

Directors’ remuneration 2.7 2.5
Depreciation 0.9 08
Auditors” remuneration 0.9 0.7
Auditors’ remuneration - IFRS transition work .2 -
Paid to company’s auditors for non-audit work 09 07
Other administration costs 15.1 10.0
20.7 14,7

The total depreciation charge for the year including amounts charged under other headings amount to £5.1 million (2004 £4.7 milion} and relates to assets owned
by the Group.

Fees paid to the auditors in the United Kingdom and overseas during the period in respect of the annual audit and non-audit appaointments were as follows:

UK Qverseas Tetal
2005 2004 2008 2004 2005 2004
£m £Em £m £m £m £m
Audit services:
Statutory audit (parent company £60,000 (2004 £55,000)) 05 0.4 0.4 0.3 0.9 0.7
Audit related regulatory reporting — IFRS transition work 0.2 - - - 0.2 -
Taxation:
Compliance services - - 02 04 0.2 0.4
Advisory services 01 0.1 0.2 - 0.3 0.1
Other services:
Bond refinancing 0.1 - - - 01 -
Advice relating 1o development projects and acquisitions 0.3 0.2 - - 0.3 0.2
Total 1.2 Q7 0.8 0.7 20 1.4

The Group’s auditors acted as auditors to the Slough Estates (1957) Pension scheme. The appointment as auditors to the pension scheme and the fees paid in
respect of this audit are agreed by the trustees of the scheme, whe act independently from the management of the Group. The fees paid to the Group's auditors
for audit services o the pension scheme during the year were £17, 280 (2004 £15,850).

Employees’ staff costs were:

Genegral
Property and Tota: Total
management Utilities Gas admin 2005 2004
£m o £m £m £m £m
Wages and salaries 12.7 6.6 1.7 7.3 28.3 253
Social security costs 1.1 0.6 0.1 0.8 26 24
Pension costs - defined benefits 15 0.8 - 0.4 2.7 3.8
- defined contriputions 0.1 0.1 - 0.2 0.4 0.4
Share scherne costs 0.7 0.4 - 0.5 16 0.1
Total 2005 16.1 8.5 1.8 9.2 358 32.0
Total 2004 14.2 7.6 14 8.8 32.0
The average number of employees of the Group 2005 169 147 K| 100 447
2004 280 155 58 92 585

Disclosures required by the Companies Act 1985 on directors’ remuneration, including salaries, share options, pension contributions and pension entitiement and
those specified by the Financial Services Authority are included on pages B0 te 87 in the Remuneration report and form part of these financial statements.
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9. Gain on disposal of property assets

Proceeds Book value Gain  Proceeds  Book valug Gain
2005 2005 2005 2004 2004 2004
£m £m £m £m £m £m
Gain on disposal of investment properties 130.9 115.1 15.8 410.7 354.3 56.4
Gain on disposal of development properties 76 7.2 0.4 1.8 1.8 -
Cther costs - 24 {2.4) - - -
Exchange 16 1.0 0.6 - - -
Total 140.1 125.7 14.4 412.5 356.1 56.4
Gain on disposal of joint ventures 20.2 126 76 148.7 140.4 8.3
Exchange 06 0.4 0.2 - - -
20.8 13.0 7.8 148.7 140.4 8.3
10. Net valuation gains
The total net valuation gains for the period are shown in the financial statements as follows:
2005 2004
£m £m
Income statement 4091 166.7
Staternent of recognised income and expenses 484 241
Total valuation gains reported 4575 180.8
and arise on the following properties:
Investment properties 423.3 175.8
Development and owned occupied properties 342 15.0
4575 190.8
The net valuation gains of joint ventures and asscciate amounting to £10.5 milion 2004: £15.4 million} are included within their results shown on the face
of the income statement and are excluded from the above figures.
11. Share of profits from joint ventures and associate
Property investrnent Trading property Total
2005 2004 2005 2004 2005 2004
Em £m £m £m £m £m
Revenue 9.5 18.7 7.6 1.6 171 203
Net rental income 83 15.9 0.3 04 8.6 16.3
Profit/(loss) on sale of trading properties - - 0.8 0.9 0.8 {0.9)
Finance cost 2.7 {2.5) (0.5) 0.2 (3.2) (2.7}
56 134 0.6 0.7) 8.2 12.7
Valuation surplus : 105 154 - - - 105 15.4
Profit/(loss) before tax 16.1 28.8 0.6 ©.7) 16.7 281
Current tax (0.9} (1.0) - C.1) {0.9) (1.1)
Deferred tax (2.2} 2.9 (0.1} - 2.3) 2.9)
Group share of profit/{loss) after tax 13.0 249 0.5 {0.8) 13.5 24.1
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12. Finance costs

2005 2004

£m £m

Interest on overdrafts and loans 116.9 116.7
Imterest on convertible redeermable prefarence shares 13.2 -
Unwinding of discount on the pensions liability less return on assets 0.5 0.9
Unwinding of discount on other provisions 0.2 0.5

Total borrowing costs 130.8 1171
Less amount charged to : the development of trading properties 0.7 0.8
- the development of investrment and development properties (17.9) {14.0)
: the development of other assets 0.5) (1.2}

Net borrowing costs 111.7 1011
Fair value losses on interest rate swaps and other derivatives 0.2 -
Swaption close out cost 23 -
Borrowing close out cost relating to property disposals 1.9 0.7

Exchange differences 8.8 0.1
Total finance costs before exceptional expense 124.9 101.9
Exceptional cost of refinancing (see explanation below) 126.0 -
Total finance costs 250.9 1019

On 10 May 2005 the Group announced a debit exchange programme wheareby holders of the following bonds were offered the chance to exchange the bends,
at market value plus an incentive, into new longer dated current coupon bonads:

£50 million 10 per cent Euro Bond 2007

£31.8 million 12.375 per cent Unsecured Loan Stock 2009
£100 million 11.625 per cent Euro Bond 2012

£100 million 10 per cent Euro Bond 2017

£40 million 11.25 per cent 1st Mortgage Debenture 2019

The three shorter dated bonds were exchanged into a new unsecured issue bearing a coupon of 5.5 per cent with a maturity date of 2018. The two longer dated
bonds were exchanged into a new unsecured issue bearing a coupon of 5.75 per cent with a maturity date of 2035. Those investors unable to hold the new bonds
because of duration mismatches or because of the unsecured nature of the new bonds were offered a cash-out alternative whersby the company bought back the
new bonds for redemption.

The propesals were voted on at bondholders” EGMs on 8 June 2005 and as over 75 per cent of all holders of each issue voted in favour of the proposals, they were
adopted in full and the old bonds were effectively redeemed on 21 June 2005 and were replaced with the following new debt:

£200 million 5.5 per cent Eurc Bond 2018
£100 million 5.75 per cent Euro Bond 2035
£146 million of new bank line drawings at circa 5 par cent — subsequently refinanced through a new 2020 bond at a coupon of 5.625 par cent.

The cost of the exchange reflecting the mark-to-market fair value of the oid bonds plus the £4.9 million incentive fes results in a one-off tax daductible finance charge
of £126.0 milion. However, future cash interest charges should be reduced by circa £10.0 million per annum.

The interest capitalised rates for 2005 were: UK 8 per cent for the six months to 30 June 2005 and 6.5 per cent for the remainder of the year (2004: 8 per cent for
the year), US 6.68 per cent (2004: 5.62 per cent), and in Europe at rates ranging from 3.0 per cent to 4.5 per cent (2004: 3.0 10 4.5 per cent ). Interest is capitalised
gross of tax relief,

The net interest cost of joint ventures and associate amounting to £3.2 million (2004: £2.6 milion) were previously included in the above total of interest cost under
UK GAAPR This net interest is now shown within the net profit from joint ventures and associate as required by IFRS. Interest on the preference shares was previously
classified as preference dividend in the income statement.
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13. Finance income

2005 2004

fm £m

Interest recelved on bank deposits 9.9 8.7
Fair value gains on interest rate swaps and other derivatives 15 -
Unwinding of discount on amounts receivable 1.4 -
Exchange differences 8.6 -
214 6.7

The fair value adjustments on derivatives are shown in finance costs (£2.5 millicn) and finance income {£1.5 million) and amount 1o a net expanse of £1.0 million,

14. Taxaticn
2005 2004
£m £m
Current tax
Provision for taxation based on profits for the year
United Kingdom
Corporation tax charge at 30% (2004: 30%) - 144
Over provision in earlier years (4.6) 2.8
4.6) 11.3
Overseas
Current tax charge 15.4 3.1
{Over)/under provision in earlier years (2.3) 0.6
Tax charge on sale of Tipperary 340 -
Tax charge on sale of investment properties 1.9 34.4
Total current tax 444 439.4
Deferred tax
Origination and reversal of timing differences 18.1 3041
Charged/(released) in respect of property disposals in the period 1.5 {51.8)
On valuation surplus 1305 58.2
Total deferred tax in respect of investment properties 161.1 38.7
Released in respect of Quail West 106 -
Other deferred tax (21.9) 8.1
Total deferred tax 149.8 42.8
Total tax on profit on ordinary ectivities 194.2 92.2
Factors affecting tax charge for period:
The tax charge for the year is higher (2004 lower} than the standard rate of corporation tax in the UK. The differences are explained below:
T
Prcfit on ordinary activities hefore tax 5823 388.0
Prefit cn ordinary activities muitiplied by the standard rate of corporation tax in the UK of 30% (2004: 30%) 174.7 116.4
Effects of:
Capital allowances released due to property sales - (25.8)
Permanent timing differences : 4.7 2.3
Profit on joint ventures already taxed 4.1) (7.2)
Higher tax rates on overseas earnings 236 8.5
Prior vear adjustrments @.7} 2.2}
194.2 92.2

In addition to the amount charged to the income statement, deferred tax of £25.4 million (2004; £3.3 milion) has been recognised directly in equity. This includes
deferred tax relating to the revalugtion of the Group's land and buildings other than investment property amounting to £12.4 milion (2004: £5.8 million).

Factors that may affect future tax charges
Based on current investment plans the Group expects to continue 1o be able to claim allowances on expanditure relating to properties.

No deferred tax Is recognised on the unremitted earnings of cverseas subsidiaries, associate and joint ventures. In the event of their remittance to the UK, no net UK
tax is expected to be payable.
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15. Dividends
2005 2004
£m £m
Crdinary dividends paid
Final dividend for the year ended 31 December 2003 @ 9.2 pence per share - 38.4
Interim dividend for the year ended 31 December 2004 @ 6.15 pence per share - 257
Final dividend for the year ended 31 December 2004 @ 9.85 pence per share 41.6 -
Interim dividend for the year ended 31 December 2005 @ 6.5 pence per share 274 -
69.0 64.1

in respect of the current year, the directors propose that a dividend of 11 pence per ordinary share will be paid to shareholders on 12 May 2006. This dividend is subject
to approval by the sharsholders at the Annual General Mesting (AGM). As required by IFRS this final dividend is not recognised in the financial staterments until paid.

The preference dividend paid during 2005 of £10.8 million is included within finance costs. The preference dividend paid during 2004 of £11.2 million is included in
the comparative figures in the income statement as an apprepriation of profit.

16. Earnings and net assets per ordinary share

2005 2004

Earnings per share
The weighted average number of shares used for the calculation of the eamings per share is as follows:
Weighted average number of shares in issue Shares m 421.8 418.6
l_ess the weighted average number of shares held by the ESOP Shares m (1.7} {1.4)
Basic weighted average number of shares a Sharesm 420.1 417.2
Diluticn adjustments:
Preference shares Shares m 471 50.4
Share options and save-as-you-earn schemes Sharesm 15 1.3
Diluted weighted average number of shares b Sharesm 468.7 468.9
Earnings used for the calculation of earnings per share is as follows:
Attributable profit c £m 385.1 285.8
Interest on preference shares £m 132 11.2

d £m 398.3 297.0
Revaluation surpluses including joint ventures and associate net of mincrity £m 419.2) (182.1)
Add back exceptional cost on refinancing £m 126.0 -
Profits and losses on sale of investment properties and joint ventures
net of borrowing close out costs £m (20.3) 64.7)
Add back profit on sale of Quail West £m (16.1) -
Add back fair value of derivatives £m 1.0 -
Add back profit from the sale of gas interests £m (99.7) 4.4
Add back exceptional surrender premiums £m (36.4) (7.5)
Tax on above exceptional items ' £m 28.6 10.1
Deferred tax relating to investment properties including valuation surpluses £m 1519 65.9
Diluted adjusted earnings 2 £m 1141 114.3
Basic adjusted earnings f £m 100.9 1031
Earnings per ordinary share:
Basic cla pence 9.7 88.5
Basic - adjusted f/a pence 24.0 247
Diluted d/b pence 85.0 63.4
Diluted — adjusted e/b pence 24.3 24.4
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16. Earnings and net assets per ordinary share (continued)

2005 2004
Net assets per ordinary share
The number of shares used for the calculation of the net assets per ordinary share is as follows:
Number of shares in issue Sharesm 423.0 41583
Less shares held by the ESOP Shargs m 1.9 {1.4)
Basic number of shares h  Sharesm 4213 417.9
Dilution adjustments:
Preference shares Sharesm 471 50.4
Share options and save-as-you-earn schemes Sharesm 1.5 1.3
Diluted number of shares i Sharesm 4699 469.6
Equity used for the calculation of net assets per ordinary share is as follows:
Total equity attributalle 1o ordinary shareholders £m 24473 20343
Less shares held by the ESOP £m (6.9} 5.2
Restated equity i £m 2,4404  2,029.1
Adjustment to exciude deferred tax on investment properties and latent CGT on revaluation surpluses £m 649.2 457.3
Adiusted equity attributable to ordinary shareholders k £m 30836 24864
Dilution adjustment for preference shares £m 107.7 136.0
Adjusted diluted equity attributable to ordinary shareholders m £m 31973 26224
Diluted equity attributable to ordinary shareholders n £m 2,548.1 2,165,1
Net assets per ardinary share
Basic im pence 579 486
Basic excluding deferred tax on investment properties k/h pence 733 585
Diiuted nf pence 542 461
Diluted exciuding deferred tax tax on investment properties m/i pence 680 558

The Group has alse presented an adjusted basic earnings per share figure to exclude the impact of profits and losses on the sale of investment properties (net of
taxation, minority interests and borrowing close cut costs), profit from the sale of Quail West, cost of refinancing of bonds, revaluation surpluses on investment
properties, exceptional surrender premiums, fair value of derivatives and deferred tax attributable to investment and development properties. The directors consider that
this adjusted figure gives a more meaningful comparison for the pericds shown in the consclidated financial statements. Deferred tax on investment and develocpment
preperties has been excluded from the adiusted calculation as the Group has no plans to sell a significant proportion of its investment and develcpment properties.

Net assets per share are calculated using the equity shareholders” funds of £2,440.4 million (2004: £2,029.1 million). Adjusted net assets per share have been
calculated on the same number of shares but shareholders’ funds exciude the deferred tax liability of £649.2 million (2004: £457.3 million) as it is the opinion of the
directors that deferred tax on capital alowances and valuation surplus in refation to investment properties is uniikely to crystallise materially in practice.

17. Goodwill

2005 2004
Group £m £m
Balance 1 January - -
Additions arising on acquisitions in the period 0.7 -
At 31 December 0.7 -

See note 51 for details of acquisitions,
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18. Investment properties
Investment properties consist of completed land and buildings and properties in the course of redevelopment. They exclude trading properties, properties cccupied
by Group companies, fand held for development and developments in the course of construction.

UK Europe us Total
Group £m m m £m
At 1 January 2004 24439 250.0 534.0 32429
Exchange movement - 1.8 32.0) (30.1)
Acquisitions 334.9 - - 3349
Additions 37.7 ©0.7) 7.2 442
Disposals {(185.0) - (169.3) (354.3)
Transfer from development properties - - 393 383
Revaluation surplus during period 139.3 46 319 175.8
At 1 January 2005 2,776.8 264.8 4111 34527
Exchange movernent - 8.5) 682.2 B53.7
Acquisiticns 280.0 87.3 168.1 515.4
Additions 475 (1.8) 181 638
Disposals (74.9) - 40.2) (115.1}
Transfer from development properties 5.8 3.1 15.6 34.3
Transfer from trading property - 12.0 - 12.0
Revaluation surplus during pericd 326.8 9.9 86.6 423.3
At 31 December 2005 3,371.8 346.8 7215  4,440.1
Completed propertigs 3,245.7 346.8 7122 43047
Properties for or under redevelopment 126.1 - 9.3 1354

3,371.8 346.8 7215 4,440.1

2005 2004

£m £m

Properties held at valuation  —cost 2,7105 21454
—valuation surplus 1,729.6 1,306.3

Valuation 4,440.1 34527

The above assets includs long term leaseholds valued at £105 million {2004 £110 million). All other properties are freehold,

Investment properties have been included at market value after having deducted an amount of £50.6 million 2004 £45.0 milion) in respect of lease incentives
and letting fees included in trade and cther receivables.

Investment property rental income and direct operating expenses for the period are as follows:

2005 2004

£m £m

Rental income from rented properties all ieased under operating leases 301.8 270.8
Operating expenses relating to let properties 40,6 354
Net rental income from rented properties 342.4 3062
Operating expenses relating to vacant investment properties 4.1 34

The Group has pledged certain investrment properties to securs £87 million (2004: £1786 milion ) of borrowings in France and US.

The Group’s properties were externally valued as at 31 December 2005 by CB Richard Ellis, DTZ Debanham Tie Leung or Colliers CRE in the UK, in the US by
Walden-Marling inc., in Belgium by De Crombrugghe and Partners s.a. and in France by CB Richard Ellis. The valuation basis is fair value, conforms to international
valuation standards and was arrived at by reference to market evidence of the transaction prices for similar properties. All the valuers listed above are gualffied valuers
who hold a recognised and relevant professicnal qualification and have recent experience in the relevant location and category of the properties being valued.

CB Richard Ellis and DTZ Debenham Tie Leung also undertake some professional and letting work on behalf of the Group, although this activity is limited in refation
tc the activities of the Group as a whole. Both companias advise us that the total fees paid by the Group represent less than 5 per cent of their total revenue in any
year and have adopted policies for the regular rotation of the respensible valuer,
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18. Investment properties {continued)

The external valuation is included on the balance sheet under the following headings:

2005 2004
Em £m
Investment property 4,4401 34527
Development and owner occupied properties 436.3 276.8
48764  3,7295
Group’s share of investment properties within joint ventures and associate 113.5 115.0
19. Development and owner occupied properties
UK Europe us Total
Group £m em £m £m
Cost or valuation
At 1 January 2004 149.5 25.2 83.9 2588
Exchange - 0.4 (7.0} (B.6)
Additions 7.1 40 4.0 52.1
Disposals (1.0 - ©.8) 1.8
Revaluation (deficity/surpius during period (14.9) 21 27.8 150
Transfer to Investment property - - (39.3) {39.3)
At 1 January 2005 140.7 3.7 105.6 278.0
Exchange - 1.1 17.7 16.6
Additions 716 6.6 70.9 149.1
Disposals 3.1 - 4.1} {7.2)
Transfer tc Investment property (15.6) 3.1) (15.8) {34.3)
Transfer from trading property - 1.6 - 1.6
Revaluation {deficity/surplus during period (5.4) (1.4) 41.0 34.2
At 31 December 2005 188.2 34.3 2155 438.0
Depreciation and impairment
At 1 .January 2004 1.0 - - 1.0
Additicns 0.2 - - Q.2
At 1 January 2005 1.2 - - 1.2
Additicns 0.5 - - 0.5
At 31 December 2005 1.7 - - 1.7
Net book value
At 31 December 2005 186.5 343 2155 436.3
At 31 December 2004 139.5 31.7 105.6 276.8
Depreciation method Straight Ine Straight line Straight Ine
The depreciation rates used 3% n/a n/a

Land for or under development and owner occupied buildings are valued on the same basis as investment properties.

The valuers are detailed on the previous page within note 18.

Allthe above properties are freshold,

Slough Estates plc Annual Report 2005 87



Notes to the financial statements
continued

20. Plant and equipment

Other plant,

Gas assets Utilities plart fixtures and fittings Total
Group £m £m £m £m
Cost
At 1 January 2004 80.9 30.8 10.4 12214
Exchange (5.1) - - 6.1)
Additions - 14.5 05 15.0
Disposals - - 0.2) 0.2)
At t January 2005 758 45.3 10.7 131.8
Exchange 41 - - 4.1
Additions 7.1 3.3 2.1 12.5
Disposals B7.0) - 0.%) 87.1)
At 31 December 2005 - 48.6 12.7 61.3
Depreciation and impairment
At 1 January 2004 - 3.1 7.0 101
Additions 1.1 24 0.9 41
Disposals - - {0.4) {0.4)
At 1 January 2005 1.1 5.2 7.5 13.8
Additions 1.0 2.4 12 4.6
Disposals 2.1) - - 1)
At 31 December 2005 - 7.6 87 16.3
Net book value at 31 December 2005 - 41.0 4.0 450
Net book value at 31 December 2004 74.7 40.1 3.2 118.0
Depreciation method Straight line Straight fine Straight line
Measuring basis for carrying value Cost Cost Cost
The depreciation rates used 20% 2-30% 10-35%
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21. Finance lease receivables
The Greup has leased out a number of investment properties under finance leases. These are presented as finance lease receivables rather than investment properties.
A reconciliation between the finance lease receivables at the balance sheet date, and the present value of the minimum lease payments receivable at the balance
sheet date is as follows:
Present value
Miriirmurm of mirimunm
lease lease
pawments payments
2005 2004 2005 2004
£m £m £m £m
Amounts receivable under finance leases:
Within one year 0.9 0.9 0.1 01
In the second to fifth years inclusive 35 3.5 0.3 0.3
Later than five years 28.6 29.5 106 10.6
33.0 339 11.0 11.0
Less unearned finance income (22.0) {(22.9) n/a rva
Present value of minimurn lease payments receivable 11.0 1.0 110 11.¢
Analysed as:
Non current finance lease receivables 3241 330 10.9 109
Current finance lease receivables 09 0.2 01 0.1
33.0 cice) 11.0 11.0
The interest rate inherent in the lease is fixed at the contract date for all of the lease term. The weighted average interest rate on finance lease receivables
at 31 December 2005 was 7.93 per cent (2004: 7.95 per cent}.
The fair value of the Group's finance lease receivables at 31 December 2005 is £11.0 millicn (2004: £11.0 milion).
The unguaranteed residual values of assets leased under finance leases at the balance shest date are estimated at £2.6 million (2004: £2.8 million).
22, Pre-paid operating lease incentives (included within prepayments and accrued income in the balance sheet}
These incentives are given to tenants and are required by IFRS to be amortised over the period of the lease.
2005 2004
Group £m £&m
Balance | January 351 321
Exchange differences 3.0 (1.8}
Disposals during period 4.4) (4.8)
Additions net of amortisation 6.7 9.6
Balance 31 Decamber - 40.4 35.1
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Notes to the financial statements
continued

23. Availabie-for-sale investments

Veriture Treasury

capital stock
Warrants  investments  and ather Total
Group £m £m rm £m
Cast at 1 January 2004 - 40.8 0.1 40.9
Exchange movement - (1.2) - 1.2)
Additions - 16.0 - 16.0
Disposals and return of capital - (10.8) - (10.3)
Provision for losses - 7.0) - (7.0
Cost at 1 January 2005 - 38.3 0.1 384
Reastate for IAS39 1.3 28 - 41
1.3 41,1 01 425
Exchange movement 0.1 29 - 30
Net additions - 1.6 0.3 119
Fair value movernent {0.6) 103 - 9.7
Disposals and return of capital - (11.3) - (11.3}
Transfer income staternent - (1.1} - (1.1)
Valuation at 31 December 2005 0.8 535 04 54.7
1. Warrants wers received from tenants in the US.
2. The venture capital investments represent holdings in private equity funds which invest in the UK, Europe and US.
Investment at
balance 31 December
2005 2004 2005
The investrments were in the following funds: £m £m £m
Candaover 1997 Fund 1.7 04 -
Candover 2001 Fund 20.7 17.1 3.2
Charterhouse Equity Partners Il L.P. 0.7 06 -
Charterhouse Equity Partrers Il L.P. 15.4 13.3 -
Charterhouse Equity Partners IV L. 15.0 6.9 7.3
US warranis 0.8 - -
Treasury stock 0.1 01 -
Other investments 0.3 - -
547 384 105

24, Investments in joint ventures, associate and subsidiaries

Group

The Group's investrments in associate and joint ventures and their results are accounted for using the equity method of accounting. A list of the significant joint
ventures and associate are given in note 52 of these financial staterments, '

Assaciate Joint ventures Total
2005 2004 2005 2004 2005 2004
£m £m £m £m £m £m
Cost or valuation at 1 January 39 39 80.2 199.4 84.1 203.3
Exchange movement 0.5 0.3) 1.7 {1.5) 2.2 (1.8)
Additions - - 157 7.3 i5.7 7.3
Disposals - - (12.6) (140.4) (12.8) (140.4)
Dividends received (0.3) 0.2) (2.5) 8.2) (2.8) (8.4)
Valuation surplus 0.6 - 9.9 154 105 154
Ceferred taxation on valuation surpius - - 2.3 2.9 2.3 (2.9
Share of profits net of current taxation 0.4 0.5 49 111 53 116
Costor valuation at 31 December 5.1 39 95.0 80.2 100.1 4.1
Analysed as follows:
Cost 1.1 1.0 396 28.2 40.7 29.2
Valuation surplus net of deferred tax 2.3 1.5 48.9 42.6 51.2 44.1
Share of retained profits 1.7 1.4 6.5 9.4 8.2 10.8
5.1 3.9 95.0 80.2 100.1 84.1
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24. Investments in joint ventures, associate and subsidiaries (continued)
Summarised financial information of Group's share of joint ventures and associate

Associate Joint venturas Total
2005 2004 20056 2004 2005 2004
Group £m £m £m £m £m £m
Balance sheet
Investment properties 55 43 108.0 110.7 113.5 15,0
Total non-current assets 55 43 108.0 110.7 113.5 115.0
Trading properties - - 24.3 17.6 243 17.6
Ctherreceivables 1.1 1.1 13.0 5.7 14.1 6.8
Cash 0.1 Q.1 4.3 3.6 4.4 3.7
Total current assets 1.2 1.2 41.6 269 42.8 281
Total assets 6.7 55 149.6 1376 166.3 1431
Mongages and loans 1.6 1.6 324 40.6 34.0 42.2
Deferred taxation - - 15.6 12.5 156 12.5
Cther liabilities - - 1.7 0.4 1.7 0.4
Total non-current liabilities 16 1.6 49.7 535 51.3 55.1
Land bonds - - - 1.1 - 1.1
Cther liabilities - - 4.9 2.8 4.9 2.8
Total current liabilities - - 49 39 4.9 39
Total liabilities 1.6 1.6 54.6 57.4 56.2 59.0
Group’s share of net assets 5.1 39 95.0 80.2 100.1 84.1
Revenue 0.6 05 16.5 19.9 171 204
Group's share cf prcfit for the period 1.0 0.5 125 23.6 135 24.1
Notes:

The Group has consolidated its interests in an associate and joint veniures using the equity method of accounting as it is unable to control the individual venturas, even of those where its
interest is greater than 50% under the terms of the venture agreements.

For one joint venture, Shopping Centres Limited, where the Group has a 50% interest with Tesco plc, the year end is 31 August and the accounts reflect appropriate adiustments between
that date and 31 Degember 2005,

Taxin US owned jcint ventures and associate is bome by the investing company Lnder the terms of the venturers’ agreements.

The arnount of loans advanced by the Group to joint ventures is £25.3 million (2004: £11.2 milion).

Investment in subsidiaries

Investments Loans Total
2005 2004 2005 2004 2005 2004
Company £m £m £m £m £m £m
Costat 1 January ‘ 1,4620 22596 14414 1,446 29034 3404.2
Restate for IFRS - (799.4) - - - (799.4)
Restated balance 1,462.0 1,460.2 1,441.4 11446 29034 26048
Additicns a1 1.8 - - 01 1.8
Net loan movement - - 3121 260.5 3121 260.5
Provision for loans released - - 2.4 36.3 2.4 36.3
Cost 31 December 1,462.1 1,462.0 1,755.9 1,441.4 32180 29034
Investment in joint venture
Investments Loans Total
2005 2004 2005 2004 2005 2004
Company £m m £m £m £m em
Cost at 1 January 5.5 38.8 0.7 - 6.2 388
Restate for IFRS - (33.3) - - - (33.3)
Restated balance 55 55 0.7 - 6.2 5.5
Net loan movermnent - - 12.4 0.7 124 0.7
Cost 31 December 55 5.5 131 0.7 186 6.2
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Notes to the financial statements
continued

25. Inventories

2005 2004
Group £m Em
Utilities stock 1.6 1.9
26. Trading properties
2005 2004
Group £m £m
Completed properties B1.4 88.7
Properties under development 62.2 36.6
123.6 125.3
27. Trade and other receivables
Graup Company
2005 2004 2005 2004
em £m £m £m
Current
Trade receivables 67.8 50.4 0.6 0.7
Other receivables 11.4 9.7 - -
Prepayments and accrued income 63.7 50.7 - -
Fair value of derivatives 48 - 0.6 -
Amount recoverable under contract - 26 - -
Amounts due from subsidiaries - - 0.7 2.0
147.7 113.4 1.2 2.7
Non-currernt
Other receivables 1541 0.6 - -
Total trade and other receivables 162.8 114.0 1.9 2.7

There is no concentration of credit risk with respact to trade receivables, as the Group has a large number of customers, internationally dispersed.
The directors consider that the carrying amount of the trade and other receivables approximate their fair value.
28. Cash and cash equivalents

Cash and cash equivalents are cash in hand, deposits on demand, shert term, highly liguid investments that are readily convertible to known amounts of cash within
three months from the date of acquisition and which are subject to an insignificant risk of changes in value.

Group Company

2005 2004 2005 2004

. £m £m £m £m
Bank balance 16.3 34.6 - 411
Call deposits 156.3 362.8 - 0.1
Cash and cash equivalents per the balance shest 172.6 397.4 - 41.2
Less restricted deposits - (176.0) - -

Bank overdrafts (5.7 (3.3) (1.5) 0.2)
Cash and cash equivalents in the statements of cash flow 166.9 218.1 (1.5) 41.0
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29. Borrowings

Group Company
2005 2004 2005 2004
m £m £m £m
Borrowings falling due after one year
Payable in more than five years:
Secured:
11.25% first mortgage debenture 2019 - 40.0 - 40.0
Currency first mortgages on overseas properties:
US dollars 8.85% to 7.51% 2008 tc 2017 304 404 - -
Euro montgages 5.14% to 6.36% 2014 10 2016 42.3 45.6 - -
Australian dollar project finance loan 2014 - 45.4 - -
Unsecured:
7.125% bonds 2010 - 124.4 - 124.4
11.625% bonds 2012 - 100.0 - 100.0
6.25% bonds 2015 148.0 148.3 148.0 148.3
10% bonds 2017 - 98.7 - 98.7
5.5% bonds 2018 197.8 - 197.8 -
5.625% bonds 2020 246.6 - 246.6 -
7% bonds 2022 148.7 148.8 148.7 148.8
6.75% bonds 2024 220.6 221.0 2206 221.0
5.75% bonds 2035 197.9 - 197.9 -
8.09% US dollar Notes 2015 58 52 - -
8.0% US dcllar Notes 2012 253 226 - -
7.94% US dollar Notes 2010 - 476 - -
8.27% Canadian dollar Notes 201C - 102 - -
6.57% LS dellar Notes 2011 58.0 52.0 - -
8.97% US dollar Notes 2016 58.0 52.0 - -
6.417% Euwro Notes 2011 342 355 - -
Long term loan 2010 - 184 - -
8.25p Convertible redeemable preference shares 107.7 - 107.7 -
Bank loans scheduled for renewal in over five years 156.3 - 156.3 -
16776 12568 1,4236 881.2
Exchange difference on currency swaps - (2.6) - -
Less instaiments due in less than five years 21.1) (81.7) - -
168565 12025 1,4236 881.2
Payable by instalments in more than five years 51.6 a8.1 - -
Payable on final maturity date 1,604.9 1,104 .4 1,423.6 881.2
16565 1,2025  1,4236 881.2
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Notes to the financial statements
continued

29. Borrowings (continued)

Group Corpany
2005 2004 2005 2004
£m £m m m

Wholly repayable between three and five years:

Secured:

LS dollars 6.9% 2007 first mortgage - 41 - -
Euro mortgage 2009 25 - - -
Unsecured: -
7.58% US dollar Notes 2007 - 104 - -
7.84% US dollar Notes 2008 87 7.8 - -
7.94% US dollar Notes 2010 531 - - -
0.27% Canadian dollar Nctes 2010 125 - - -
10% Bonds 2007 - 50.0 - 50.0
12.375% loan stock 2009 - 318 - 31.9
7.125% bonds 2010 1243 - 124.3 -
Bank loans and overdrafts scheduled for renswal between three and five vears 3315 327.9 234.2 234.3
5328 4321 358.5 316.2
Instalments due on longer dated borrowings 13.3 42,0 - -
Less instaiments due in less than three years (1.4) 0.4 - -

544.5 473.7 358.5 316.2

Repayable between one and two years:

Secured:

LS dollars 8.9% 2007 first mortgage 43 - - -

Polish mortgage 35 - - -

Unsecured:

7.58% US dollar Notes 2007 116 - - -

Bank loans and overdrafts scheduled for renewal in one to two years 255 2.1 - -
449 2.1 - -

Instalments due on longer dated borrowings 4.5 5.2 - -

Less instalments due within one year 0.2 - - -
492 73 - -

Total repayabrle in more than one year 2,250.2 1,683.5 1,7821 1,1974

Borrowings falling due within one year

Secured:

Eurcpean morigages 36 - - -

Unsecured: : :

Bank loans and overdrafts 59 34.3 1.5 276

Preference shares held by subsidiary 0.3 - - -

9.8 343 1.5 27.6
Instalments due on longer dated borrowings 49 49 - -
Total repayable within one year 14.7 382 15 276
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29. Borrowings (continued)

Weighted average before swaps

31 December 2005 Fixed Fixed Fixed Variable
Group rate period rate rate Total
Interest rate profile of Group debt % Years £m £m em
Borrowings
Sterling 8.19 15.4 1,283.9 03 12842
US dollars 7.27 57 2556.2 2820 537.2
Canadian dollars 9.27 4.0 12.4 - 12.4
Euros 5.89 6.2 78.6 2445 32341
Total borrowings excluding preference shares 6.38 13.3  1,63041 526.8 2,156.8
Guildhall preference shares 0.3 - 0.3
Convertible redesmable preference shares 107.7 - 107.7
Total borrowings 1,738.1 5268 228649
Weighted average after swaps
31 December 2005 Fixed Fixed Fixed Variable
Group rate period raie rate Total
Interest rate profite of Group debt % Years £m £m £m
Borrowings
Sterling 6.19 154 1,2839 03 12842
US dollars 6.15 4.2 471.2 66.0 537.2
Canadian dollars 9.27 4.0 12.4 - 12.4
Euros 593 5.8 95.8 227.3 323.1
Total borrowings excluding preference shares 6.19 120 1,863.3 2936 21569
Guildhall preference shares C.3 - 0.3
Convertble redeemable preference shares 1677 - 107.7
Total borrowings 1,971.3 2036 22649
Cash and deposits
Sterling {154.8} (154.8)
US dollars 3.7) (3.7)
Canadian dollars 4.2 4.2)
Euros (2.9) 9.9
Total cash and deposits (172.6) (172.6)
Net borrowings 1,971.3 1210 20023
Weighted average before swaps
31 December 2005 Fixed Fixed Fixed Variable
Company rate period rate rate Total
Interest rate prefile of Company debt % Years £m £m £m
Borrowings
Sterling 819 154 12839 - 1,283.9
US dollars - - - 282.1 282.1
Euros - - - 109.9 102.9
Total borrowings excluding preference shares 6.19 154 1,2839 3020 167589
Corwertible redeemable preference shares 107.7 - 107.7
Total borrowings 1,391.6 3920 11,7838
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Notes to the financial statements
continued

29. Borrowings icontinuedj) wekhtod .
eighted average after swaps

31 December 2005 Fixed Fixed Fixed Variable

Company rate period rate rate Total
Interest rate profile of Company debt %o Years £m £m £m
Borrowings

Sterling 8.19 154 11,2839 - 12838
US dollars 4.82 2.3 216.1 66.0 2821
Euros - - - 1009 102.8
Total borrowings excluding preference shares 6.00 135 1,500.0 175.9 1,675.9
Corwertible redesmable preference shares 107.7 - 107.7
Total borrowings 1,807.7 1752 11,7836

Rates at which interest is charged on borrowings due after more than one year

Group Company
Before After Before After Before After Before After

swaps swaps swaps SWaRS swaps SWaps SWaps
2005 2005 2004 2004 2005 2005 2004 2004
£m £m £m £m £m £m £m £m
Upto 5% 4.3 750 - 78.1 - 70.7 - 78.1
5%107.5% 1,496.9 1,659.4 862.6 881.1 1,283.9 1,429.3 642.5 642.5
Over 7.5% 124.8 124.8 4299 4299 - - 3206 3206
1,626.0 1,859.2 1,292.5 1,389.1 1,283.9 1,500.0 863.1 1,041.2
8.25p convertible redeemable preference shares 107.7 107.7 - - 107.7 107.7 - -
Variable rate 516.5 283.3 391.0 294.4 390.5 1744 2343 156.2

22502 22502 11,6835 168358 1,7821 1,782.1 11874 11,1974

Derivatives

* US$150 million has been swapped from variable rate funding into fixed at 2.28 per cent 10 2008.

* £150 million of Sterling LIBOR exposure is collared in a range of 4.5 per cent to 5.5 per cent to 2008.

* US$250 million has been swapped from variable rate funding inte fixed at 4.63 per cent to 2009, this was traded after 31 December 2005 and is effective from
the next imterest payment date.

* US$121.8 million has been fixed by future rate agreements at rates ranging between 3.92 per cent and 4.82 per cent until 2007.

€25 million amertising at €1 million per annum swapped from variable rate funding into fixed rate funding at 5.68 per cent until 2010.

C$25 milion at 9.27 per cant swapped into US$15.9 million to produce funding at 9.23 per cent fixed to 2010,

Variable rate borrowings attract interest at a margin over LIBOR or similar local benchmark. All cash is either on short-term deposit with banks or similar institutions.

Any such bank or institution must hold at least an A1, P1 or F1 short-term credit rating. The average interest rate in respect of deposits held at 31 December 2005

amounted ¢ 4.6 per cent (2004: 3.35%).

* In the name of Slough Estates plc.
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29. Borrowings (centinued)

Weighted average before swaps

31 December 2004 Fixed Fixed Fixed Variable
Group rate period rate rate Total
Interest rate profile of Group debt % Years £m £m 2m
Borrowings
Sterling 7.73 11.¢ 963.1 1.0 954.1
Australian dollars - - - 47.9 47.9
US dollars 7.32 6.6 250.3 200.5 450.8
Euros 6.11 7.0 833 167.6 250.9
Total borrowings 7.55 106 1,296.7 426.0 1,722.7
Weighted average after swaps
31 December 2004 Fixed Fixed Fixed Varahle
Group rate penod rate rate Total
Interest rate profile of Group debt % Years om emn £m
Borrowings
Sterling 747 19 963.1 1.0 964.1
Australian dollars - - - 47.9 47.9
US dollars 6.28 53 3284 131.4 459.8
Euros 6.03 6.6 101.8 149.1 250.9
Total borrowings 7.08 100 13933 3294 17227
Cash and deposits
Sterling (200.4) {(200.4)
US dollars (178.9) (178.9)
Canadian dollars 4.3) 4.3)
Euros (13.8) (13.8)
Total cash and deposits (397.4) (397.4)
Net borrawings 1,383.3 B8.0y 1,3253
Weighted average before swaps
31 December 2004 Fixed Fixed Fixed Variable
Company rate period rate rate Totad
Interest rate profile of Company debt % Years £m £m £m
Bomrowings
Sterling 773 11.9 963.1 - 963.1
US dollars - - - 204.7 204.7
Euros - - - 57.2 57.2
Total borrowings 7.73 11.8 963.1 261.9 1,225.0
Weighted average after swaps
31 December 2004 Fixed Fixed Fixed Variahle
Company rate period rate rate Total
Interest rate profile of Compary debt % Years £m £m £m
Borrowings
Sterling 747 11.9 963.1 - 963.1
US dollars 2.93 1.0 781 126.6 204.7
Euros - - - 57.2 57.2
Total borrowings 713 111 1,041.2 183.8 11,2250
Cash and deposits
Sterting {a1.1) {41.1}
Euros 0.1) {0.1)
Total cash and deposits 41.2) 41.2)
Net borrowings 1426  1,183.8
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Notes to the financial statements
continued

29. Borrowings {continued}

Derivatives
* US$150 million has been swapped from variable rate funding into fixed at 2,28 per cent to 2006.
* £150 milliori of Sterling swapped from 8.75 per cent fixed to variable rate at LIBOR plus 1.0 per cent. Banik option to cancel an any rollover betweer 2005
and expiry in 2013,
The LIBOR exposurs is callared in arange of 4.5 per cent to 5.5 per cent to 2006.
€26 miliion, amortising at €1 million per annum, swapped from variable rate funding into fixed rate funding at 5.68 per cent until 2010.
C$25 millicn at 3.27 per cent swapped into US$15.9 million 1o produce funding at 9,23 per cent fixed to 2610,
Variable rate borrowings atiract interest at a margin over LIBOR or similar loca! benchmark, All cash is either on shori-term deposit with banks or similar institutions.
Any such barnk orinstitutions must hold at least a A1/P1 short-term credit rating. At 31 December 2004, £21.1 million of total cash was invested in AAA rated
liquidity funds.
*In the name of Slough Estates plc.

Group Company
2005 2004 2005 2004
£m £m £m £m
Maturity profile of Group debt

In one year crless 14.7 30.2 15 27.6
In more than one year but less than two 492 7.3 - -
In more than two vears but less than five 5445 473.7 3585 316.2
In more than five years but less than ten 567.1 466.6 4120 224.4
In more than ten years 1,089.4 7359 101186 656.8
Total Group debt 22649 17227 11,7836 12250

Split between secured and unsecured borrowings
Secured {on lang, buildings and cther assets) 86.6 175.5 - 40.0
Unsecured 21783 1,547.2 1,783.6 1,185.0

22649 17227 17836 1,225.0

Maturity profile of undrawn baorrowing facilities

inone year or less 44.8 473 85 2.6
Inmore than one year but less than two 185 B - -
In more than two years 471.0 2759 374.3 190.8
Total available undrawn facilities 534.3 3232 3828 193.4
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30. Financial instruments and fair values

Book Fair Bock fair

value value value vaiue

2005 2005 2004 2004
Group £m £m £m £
Fair value of borrowings
Secured bonds - - 40.0 63.0
Secured bank lcans 86.6 929 138.0 144.7
Unsecured bond issues 1,283.9  1,400.1 923.1 1,080.4
Unsecured loans 267.2 296.1 243.9 278.0
Bank lcans and overdrafts 519.2 519.2 3803 380.3
Guildhall preference shares 0.3 0.3 - -
Convertible redeermable preference shares 107.7 107.7 - -
Fair value of debt 22649 24163 17253 19484
Interest rate swaps i4 14 - 1.7
Cross currency swaps 4.2) 4.2) (2.6} 3.3}
Future rate agreements ©.2) (0.2) - -
Caps and Collars 0.2 02 - Q5
Options - - - 3.8
Fair value of dervatives (2.8) (2.8) (2.6} 2.7
Fair value of debt and derivatives (pre-tax) 2,262.1 24135 17227 1,949.1
Tax relief due on early redemption/termination @ 30% (454} 67.9)
Fair value of debt and derivatives (post-tax} 2,262.1 2,368.1 1,722.7  1,881.2
After tax mark-to-market adjustment 106.0 158.5

Inciuded in the above analysis are Group: £18.8 million (2004: £12.9 million), Company: £17.3 million (2004: £9.6 million) of unamortised borrowing costs.

Book Fair Book Fair
value value value value
2005 2005 2004 2004
£m £m £m om
Fair value of other financial assets and liabiiities
Cash and deposits i72.6 172.6 3074 3g7.4
Available-for-sale investments 54.7 54.7 384 437
227.3 227.3 4358 4411
Related tax at 30 per cent {2004: 30 per cent) - (1.6}

227.3 2273 435.8 439.5
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Notes to the financial statements
continued

30. Financial instruments and fair values (continued)

Company

Fair value of borrowings

Secured bonds - -

Unsecured bond issues 1,283.9 1,400.1 9231 1,080.4

Bank lpans and overdrafts 392.0 392.0 261.9 261.9

Convertible redesrnable preference shares 107.7 107.7 - -
Fair value of debt 1,783.6 1,899.8 12250 14053

Interest rate swaps (0.4} {0.4) - 0.6
Fixed rate agreemenis (0.2} 0.2) - -

Caps and Collars 0.2 0.2 - 05

Options - - - 3.8
Fair value of derivatives {0.4) (0.4 - 3.7

Fair value of debt and derivatives (pre-tax) 1,783.2 18094 12250 14080

Tax relisf due on early redemption/termination @ 30% (34.9) (55.2)
Fair value of debt and derivatives (post-tax) 1,783.2 1,8645 1,225.0 13538

After tax mark-to-market adjustment 813 128.8

The market value of the 8.25p convertible redeemable preference shares at 31 Decermnber 2005 was £286.2 million (2004: £282.2 million) and £283.6 million at
21 March 2006. This has already been included in the diluted net assets per ordinary share calculation in note 18.

Fair values have been cofiated by either:

i} Obtairing the market price of tradeable instruments

iy Obtaining indicative quotations from banks

Iiiy Arriving at & net present value by using discounted cashflows

There are no material unrecegnised gains or losses on instruments used for hedging.

Exposure to credit, interest rate and currency risks arise in the ncrmal course of the Group's business. Derfvative financial instruments, currency borrowings and cross
currency swaps are used o reduce exposure to fluctuations in foreign exchange rates and interest rates.

Credit Risk

Creditworthiness evaluations are performed on all potential customers locking to enter into lease or pre-lease agreements with the Group. In certain cases the
Group will require collateral to support these lease cbligations. This might be in the form of a cash rental security deposit, parent company guarantee or a bank
rental guarantse.

Investments are permitted in bank deposits or CD's, liquicity funds and corporate commercial paper. The counterparties must have a short term ¢redit rating of at
least A1/P1 or AAA In the case of investments in liquidity funds, Transactions involving derivative financial instruments are with counterparties with whom the Group
has a signed ISDA agreement as well as having goed investment grade credit ratings. Given their high cradit ratings, management does not expect any counterparty
tofail to meet its obligations.

At the balance sheet date there were no significant concentrations of credit risk.
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30. Financial instruments and fair values (continugd)
Interest rate risk (which relates to interest bearing liabilities and assets).

Hedging
Effective 25 January 2006 the Group Beard sanctioned a change to the Group Policy on interest rate exposure management. Up 1o that point gt least 70 per cent of
the Group's debt pertfolic had to be at a fixed or capped/collared rate of interest. However, due to the increased size of the debt portfolio this minimum level has been
increased to at least 85 per cent to reduce the aggregate exposure to movermnents in variable interest rates. As at 31 December 2005, 87 per cent (2004: 81 per cent)
of the Group's debt (ncluding derivatives) attracted a fixed rate of interest at a weighted average rate of 6.19 per cent (2004: 7.09 per cent). Much of this debt was in
the form of fixed rate debt issues raised through Sterling Eurobonds or US Dollar Private Placements, Such fixed rate debit issues are held at amortised cost, Interest
rate swaps, collars and forward rate agresments are also used o convert variable rate bank debt to fixed rate debt. The 13 per cent of debt attracting a variable rate
of interest brought the weighted average interest cost down to 5.81 per cent (2004: 6.41 per cent).

A one percentage point movement in interest rates in the same direction across ali currencies in which the Group berrows on average for a complete year would
change the Group's pre-tax profit by +/- £2.9 million.

The Group has decided not to elect to hedge account its interest rate defivatives portfolio. Therefare, movements in the fair value of the portfolio are taken to the
incorme staternent through the interest line.

Foreign currency risk

Due t¢ its nature of business the Group has no cross border trade transactions therefore foreign exchange transacticn exposure is negliginle. However, it does have
operations located overseas which transact business in the domestic curency of where the businesses are located — mostly in the US Dollar & Euros. The Group's
main currency exposure therefore is the translation risk associated with converting net currency assets back into sterling in the Group consolidated accounts at each
balance shest date. The Foticy on transtation exposure is that between 75 per cent — 100 per cent of currency denominated assets excluding unrealised valuation
surpluses) must be financed by liabiities in the same currency. At vear end 2005 net assets exposed excluding unrealised valuation surpluses were £260.7 milion.
This increases to £460.¢ milion when unrealised surpluses are included. Therefore a 10 per cent movernent in the value of sterling in the same direction across all
currencies in which the Group operates would change net assets by +/- £46.0 million or by 1.44 per cent. Howaver, it should be noted that sterling rarely moves
invalue in the same direction against the US dollar and the Euro.

The Group has no specific policy on hedging profit transtation exposure as the effects of curmency movements have had minimal effect on recurring investment
property income net of currency interest costs.

Hedge of net investment in foreign subsidiaries

UIS$ 371.6 milion & EUR 54.2 million {2004 US$121.6 milion & EURS1.2 million) of the Group's UK domiciled foreign curmency denominated loans are designated
as hedges against part of the Group’s investment in its subsidiaries in Europe and US. The carrying amount of the 'oans at 31 December 2008 was £253.2 million
(2004: £99.7 millicn). A foreign exchange foss of £12.8 million (2004 gain of £4 miilion) was recognised in equity on translation of the loans to stering.

31. Obligations under finance leases

Minimum Prasent value

lease of minimum

payments lease payments

Group 2005 2004 2005 2004

Finance lease lizbilities are payable as follows: £m £m £m £m
Amounts payable under finance leases:

In the secend to fifth years inclusive 0.2 0.2 - -

Later than five years 26 26 0.5 0.5

2.8 28 05 0.5

Less future finance charges 2.3) 2.3) nfa n‘a

Present value of Jease obligations 0.5 0.5 0.5 0.5

Shown as:
Non current finance lease payable - - 05 0.5

The above finance lease liabilities relate to investment properties with a carrying value of £0.5 milion (2004: £0.5 million). The terms of these operating lease
agreements are for periods of between 20 and 120 years. There are no restrictions imposed by the lease agreements. No contingent rents are payable.

Finance lease liabilities are effectively secured as the rights to the leased assets revert to the lessor in event of default.
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Notes to the financial statements
continued

32. Deferred tax assets and liabilities

Balance Balance
1 January Recognised Recognised 31 December
2005 Exchange  inincome in Equity 2006
Group £m £m £m £m £m
Movement in deferred tax
Valuation surpluses on properties 256.6 6.6 130.5 18.4 4121
Capital allowances 127.6 58 37.0 - 1704
Cthers 731 - 6.4) - 66.7
Tetal relating to investment properties 4573 12.4 161.1 18.4 649.2
Capital allowances cn plant and equipment 28 - 3.7 - 83
Pension deficit (119 - - 38 (8.1)
Deferred tax assets (13.1) 0.8) (10.9) - {24.8)
Cthers 13.5 0.7 @.1) 3.2 13.3
Total deferred tax 4484 123 149.8 254 68359
Ralance Balance
1 January Recognised Recognised 31 December
2004  Exchange  inincome in Equity 2004
Group £m m £m £m £m
Movement in deferred tax
Valuation surpluses on properties 2217 (2.5) 3.6 58 256.6
Capital allowances 128.7 (2.5) 0.4 - 127.6
Others 78.2 0.3) (5.8) 0.8 73.1
Total relating to investment properties 429.6 5.3) 26.4 6.6 457.3
Capital allowances on plant and egquipment 0.1 - 25 - 26
Pension deficit (8.6) - - 3.3) (11.9
Deferred tax assets (24.5) - 11.4 - (13.1)
Others 10.7 0.3 25 - 13.5
Total deferred tax 407.3 5.0 428 3.3 4484
The brought forward deferred tax asset of £0.2 milion relating to Slough Estates Canada has been released to the income statement in 2005.
Balance Balance
1 January Recognised Recognised 31 December
2005 Exchange  inincome in Equity 2006
Company £m £m £m £ £m
Movement in deferred tax
Deferrad tax asset relating to the pension deficit (11.9 - - 38 8.1
Deferred tax assets relating to the bond loss - - 5.3 - 5.3
Others 1.1 - ©.1) - 1.0
Total deferred tax (10.8) - (5.4) 38 (12.4)
Balance Balance
1 January Recognised Recognised 31 December
2004  Exchange  inincome in equity 2004
Company £m £m £m £m £m
Movement in deferred tax
Deferred tax asset relating to the pension deficit 8.6) - - (3.3) (11.9)
Others 1.3 - 0.2 - 1.1
Total deferred tax 7.3 - .2) 3.3) (10.8)

At the balance sheet date, the Group has unused revenue tax losses of £75.4 million (2004: £16.8 million) available for offset against future profits. A deferred tax
asset has been recognised in respect of all of these losses as it is expected that future prefits will be available.

The Group also has capital tax losses of £45.3 million (2004; £48,3 million) which can only be utilised against future profits from the sale of investment properties.

In accordance with 1AS 12 these losses give rise to a deferred tax asset which is offset against the deferred tax liability.

At the balance sheet date, the aggregate amount of temporary differences associated with undistributed profits of subsidiaries and joint ventures for which deferred
tax liabilities have not been recognised was Enil (2004: £nil ). No liability has been recoghised because the Group is in a position to control the distribution of these

profits and this is unlikely in the foresesable future.

A contingent tax asset of £93.6 million (2004; £90.7 million) relating to unused indexation allowances has not been recognised in the financial statements due to

restrictions in IFRS {see note 53}
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33. Provisions for liabilities and charges

Pension Quail Cther

schemes Wast liabiities Total

Group £m m m £m
Balance at 1 January 20056 4.5 18.0 0.3 59.8

Exchange movement 0.1 1.0 - 1.1
Charge/{oredited) to income statermnent 2.9 {19.0) - (18.1)
Charge to SCRIE 4.0 - - 4.0
Paid {19.1) - 0.1 (19.2)
Balance at 31 December 2005 29.4 - 0.2 206
Pension

schemes

2005 2004

Company £m £m
Balance at 1 January 402 280
Charge to income statement 29 4.2
Charge to SORIE 338 10.3
Paid {19.1) (3.3)
Balance at 31 December 278 40.2

The Quail West provision related to an onerous obligation associated with the Group's hofding of property at Quall West, Florida. This provision was refeased during

2005 in connection with disposal of the Quail West property.

The other liabilities relate principally to provisions for onerous leases on rented properties and represent the estimated liability of future costs for lkease rentals and
dilapidation costs less the expecied receipts from sub-letting these properties which are surplus to business requirements.

3. Retirement benefit schemes

The Group cperates a number of pension schemes throughout the world. Total pension costs for the Group charged to the income statement amounted to
£3.6 million (2004: £5.1 milion) of which £0.3 mifion (2004: £0.6 milion) related to overseas schemes. Pension costs relating to overseas schemes have been

detarmined in accordance with local practice.

Summary
2005 2004
£m £m
Balance sheet
Obligation on defined benefit schemes in UK 26.7 39.6
Obligation on unfunded or unapproved schemes (UURBS) 2.4 16
Obligation on unfunded scheme 1o former director 0.3 0.3
29.4 41.5
FRelated deferred tax asset 8.1 11.9
Amounts charged direct to the Income statement
Defined benefit schemes
Charged inthe UK 28 4.1
Defined contributicn schemes
Charged in the UK 0.2 0.2
Charged overseas 0.2 0.2
Unfunded or unapproved schemes
Charged in the UK 0.3 0.2
Charged overseas 0.1 0.4
36 5.1
Amounts charged direct to eguity on defined benefit schemes 40 10.6
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Notes to the financial statements
continued

34, Retirement benefit schemes {continued)

Defined benefit schemes

The Group has two defined benefit schemes in the UK, the Slough Estates (1957) Pension Scheme (the *Slough scheme’) and the Bilton Group Pension Scheme
{the ‘Bilton scheme'). Their assets are held by trustees separately from the assets of the employer. Contributions to the schemes, which are assessed in accordance
with the advice of independent qualified actuaries on the basis of triennial valuations using the projected unit method of calculation, are charged to the profit and loss
account so as to spread the cost of pensions over employees’ working lives with the Group. The Bilton scheme has been closed to new members since 2003.

The Slough scheme was closed to new memibers in October 2005.

The valuation of the Stough and Bilton schemes has been based on the most recent actuarial valuation at 31 March 2004 for Slough and 5 April 2004 for Bilton
and updated by Hewitt’s in order to assess the liabifities of the schemes at 31 December 2005. The assets of both schemes are stated at their market value at

31 Decernber 2005.

The projected unit method of valuation was used for both schemes and the financial assumptions, except where indicated to the contrary, used to calculate the

schemes’ liabiities are as follows:

2005 2004
% %
Discount rate 4.7 53
Inflation rate 2.9 2.9
Expected weighted return on schemes assets 6.3 6.5
Rate cf increase to pensions in payment
- Pre April 2003 pensions (Slough/Bilton) 4.1/2.8 4.2/2.7
- April 2003 to October 2005 pansions 2.8 2.7
- Post Octeber 2005 pensions 21 -
Rate of increase in salaries 4.9 4.9
2005 2004
£m £m
Analysis of the amount charged to operating profit
Current service cost 3.0 3.2
Past service costs 0.7) -
23 3.2
Analysis of the amount {credited)/charged to other finance {income)/expense
Interest on pension liabilities 58 53
Expected return on schermes assets (5.3) {4.4)
0.5 0.9
Tetal charged to income 2.8 4.1
Anglysis of the amount recognised in the statement of recognised income and expenses
2005 2004
£m £m
Actual return less expected return on assets 10.2 1.1
Experienced gains and losses on liabilities (13.9) 6.2
Changes in financial assumptions underlying the present value of the schemes’ liabilities actuarial loss - (17.5)
(3.7 (10.2)
Cumuiative actuarial losses recegnised in the SORIE amount to £14.6 million.
The actual return on the schemes’ assets was £15.5 milion {2004: £5.4 millicn).
The analysis of the assets in the Slough and Bitton schemes and the expected rates of return at the balance shest date ware as follows:
Expected rate Fair vaite
of return of assets
2005 2004 2005 2004
% % £m £m
Equities 7.50 7.55 63.2 444
Bonds 430 475 38.0 253
Other including property 5.56 6.06 2.4 15
Total market value of assets 6.28 6.52 103.6 71.2
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34. Retirement benefit schemes {continued)

The expected return on plan assets is a blended average of projected long-term returns for the various asset classes. Asset class returns are based on a forward
looking building block approach. Equity returns are developed based on the selection of an equity risk premium above the risk free rate which is measured in
accordance with the vields on government bonds. Returns on property are assumed to be 1 per cent p.a. lower than those on equities. Bond returns are selected
by reference 1o the vields on government and corporate debt as appropriate to the schemes’ holdings of these instruments.

The amount ingluded in the balance sheet arising from the Group's obligations in respect of the Slough and Bilton schemes is as follows:

2005 2004
£m £m
Market value of assets 103.6 V1.2
Present value of schemss’ liabilities (128.9) (100.8)
Deficit in the schemes (25.3) @8.6)
Less Bilton surplus which cannot be utilised (1.4} (1.0
Pension liability recognised in the balance sheet (26.7) (29.6)
Related deferred tax asset 8.1 19
(18.6) (27.7)
Presented in: non-current liabilities (18.6) (27.7)
2005 2004
£m £m
Maovements in the present value of defined benefit obligation in the current pericd were as follows:
At 1 January 109.8 91.9
Current service cost 3.0 32
Contributions 0.6 C.5
Past service costs 0.7) -
Other finance income 58 5.3
Benefits paid 29 (2.4)
Actuarial losses/(gains) from experience 13.3 (6.2)
Actuarnial loss from change in assumptions - 17.5
At 31 December 128.9 106.8
2005 2004
£m £m
Movements in the present value of the schemes’ assets in the current period were as follows:
At 1 January 712 684.4
Expected return on schemes' assets 53 4.4
Actuarial return less return on schemes’ assets 10.2 1.1
Contributions from company 19.2 3.2
Contributions from scheme members 0.6 05
Benefits paid . (2.9} (2.4)
At 31 December 103.6 71.2
Net deficit at 31 December 25.3 386
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Notes to the financial statements
continued

34. Retirement benefit schemes (continued)

Four year history of experience gains and losses

2005 2004 2003 2002
£m £m £m £m

Present value of defined benefit obligations (128.9) {(109.8) (©1.9) 81.7)
Fair value of scheme assets 103.6 71.2 64.4 54.8
Deficit in the schemes (25.3} (38.6) (27.5) (26.9)
Difference between the expected and the actual return on the schemes’ assets
Amount 102 1.1 49 (14.8)
Percentage of schemes’ assets 9.8% 1.5% 7.6% (26.9%)
Experience gains and losses on the schemes’ liabilities and irrecoverable Bilton surplus
Amount (13.9) 6.2 0.1 0.3
Percentage of the present value of the schemes’ liabllities 10.8% (5.6%) 0.1% (0.4%)
Effect of changes in assumptions underlying the present value of the schemes’ fiabilities
Amount - (17.5) (7.1) (5.6
Percentage of the prasent value of the schemes’ liabiliies - 15.8% 7.7% 6.9%
Total amount recognised in the statement of recognised income and expenses
Amount (3.7} (10.2) 2.3) (20.1)
Percentage of the present value of the schemes’ liabilities 2.9% 9.3% 2.5% 24.5%

The estimated amount of contributions expected to be paid to the schemes by the company during 2006 amounts to £4.1 million,

Defined contribution schemes

The Group also has a number of defined contribution schemes in the UK and overseas. The total cost for these schemes for the period, and fully expensed in the

income staternent, amcunted to £0.4 miflion (2004: £0.4 milicn}.

Supplementary ex-gratia pensicns of £0.2 million {2004: £0.2 milicn) were paid out of profits.

Unfunded or unapproved pension schemes (UURBS)

The Group has an UURBS for cne employee, the Chief Executive. This arrangement is also defined benefit in nature. The calculation of the value of this unapproved
benefit promise uses assumptions which are consistent with those used for the Slough Estates (1957) Pension Scheme. This amangement has no assets backing

the promised benefits.

The Greup has an UURBS through Slough Estates USA Inc. for one employee. This is a USD denorminated defined benefit arrangement. The calculation of the

value of this unapproved benefit promise uses assumptions which are consistent with those used for the Slough Estates (1957) Pension Scheme and consistent

with a USD denominated liability.

Movements in the present value of defined benefit obligation for the UURBS in the current pericd were as follows:

2005 2004

£m £m

At 1 January 1.6 0.9

Exchange movement 0.1 ©.1)
Current service cost 04 0.3
Past service costs 0.1} -
Other finance income 01 01
Actuarial gain recognised in SORIE 0.3 0.4
At 31 December 2.4 1.6

Related deferred tax agset 0.7) 0.5)

There are no assets supporting the schemes.
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34. Retirement benefit schemes (continued)
Three year history of experience gains and losses for UURBS

2005 2004 2003
£m £m £m
Present value of defined benefit cbligations (2.4} (1.6} 0.9)
Fair value of scheme assets - - -
Deficitin the scheme (2.4} (1.6} 0.9
Related deferred tax asset 0.7 0.5 0.3
Experience gains and losses on the schemes' liabiities
Amourit 0.3) 0.2 -
Percentage of the present value of the schemes’ liabilities 12.5% 12.5% -
Effect of changes in assumptions underlying the present value of the schemes’ liabilities
Amount - 0.2 -
Percentage of the present value of the schemes’ liabilities - 12.5% -
Total amount recognised in the statement of recognised income and expenses
Amount 0.3) (0.4) -
Percentage cof the present value of the schemes’ liabilities 12.5% 25% -
35. Trade and other payables
Group Company
2005 2004 2005 2004
£m £m £m fm
Due within one year
Trade payables 377 308 27 2.1
Rents in advance 46.4 388 - -
Accruals and deferred income 76.3 68.6 281 261
Preference dividend accrued - 3.7 - 3.7
Derivative liabilites 2.0 - 0.2 -
162.4 141.7 31.0 319
Due more than one year
Other payables 7.1 15.8 - 2.8
Loans from subsidiaries - - 184.4 167.7
7.1 15.8 184.4 170.5
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Notes to the financial statements
continued

36. Share capital

Issued and
Authorised fully paid
Group and Company Shares m £m Sharesm £m
Ordinary shares of 25p each
At 1 January 2005 586.4 146.6 4193 104.8
Shares issued during the year 3.7 09
At 31 December 2005 586.4 146.6 423.0 106.7
Cumulative redeemable convertible preference shares of 25p each
At 1 January 2005 141.6 354 136.0 34.0
Conversions during the year (9.0} 2.2)
At 31 December 2005 141.6 354 127.0 31.8

Cumulative redeemable convertible preference shares

The preference shares were issued on 6 June 1991 at a price of 100 pence per share. They carry the right to a fixed cumulative preferential dividend of 8.25 pence
{net) per share per annum payable half yearly in arrears in equat amounts on 1 March ang 1 September in each year. The Company may redesm some or all of the
preference shares at any time between 1 March 2006 and 31 August 2011. All preference shares not converted or redeemed on or prior to 31 August 2011 willbe
redeemed by the company on 1 September 2011 at a price of 100 pence per share.

The preference shares will ordinarily be corvertible at the option of the holder in each of the years 2006 to 2011 (inclusive) during the period of 28 days prior to the
record date for any final dividend on the ordinary shares, on the basis of 37.0793 ordinary shares for every 100 preference shares.

Full conversion of the preference shares would give rise to the issue of 47,106,676 ardinary shares.
The preference shares carry ne right to attend or vote at Generat Mestings except in certain very fimited circumstances.

The following issues of ordinary shares took place during the year:
Share Incentive Plan 131,451 crdinary shares were subscribed in cash at a price of 529.8 pence per share and were issued 1o the trustees and allocated at that
price to eligible employees under the share incentive plan.

Share option schemes 278,830 ordinary shares were subscribed in cash following the exercise of employees’ options under the share option schemes.
The consideration received by the company was £850,968,

GConversions During the year 3,321,361 ordinary shares were issued, credited as fully paid following the conversion of, and in satisfaction of 8,957,454 8.25 pence
cumulative redeemable convertible preference shares.

During the year options to subscribe for ordinary sharas of the company were granted as follows:
Savings related scheme 72,662 ordinary shares at a subscription price of 394.8 pence per share and 49,281 ordinary shares at a subscription price of 432.4 pence
per share.

Executive share option scheme 680,599 ordinary shares at a subscription price of 476.8 pence per share.

Share Incentive Plan

Messrs. Heawood, Kingston and Probert are trustees of the Slough Estates plc Share Incentive Plan which was approved by shareholders on 16 May 2000.

At 21 March 2008, the number of shares held under the plan was 458,163 ordinary shares. The interest stated in the 458,163 ordinary shares included in the figure
of 461,515 shown in the table on page 65 represent all of the shares which those directors hold in a nen-beneficial capacity as trustees of the plan but alsc included
therein are those shares beneficially owned under the plan by Messrs. Heawood, Kingston and Probert and which are included in their beneficial holdings in the table
shown on page 65.

Executive share option schemes

Under the 1894 Slough Estates ple Approved Executive Share Option Scheme approved by the shareholders on 18 May 1994, certain executives have options to
subscribe for unissued crdinary shares. Options are generally exercisable after three and before ten years from the date of the grant of the option. At 21 March 2008,
the number of ordinary shares under option was 53,419 at option prices ranging from 352.0 pence to 356.5 pence expiring on 27 March 2011.
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36. Share capital (continuad)

Under the 1994 Slough Estates plc Executive Share Option Scheme (No. 2) approved by the shareholders on 18 May 1994, certain executives have options
10 subscribe for unissued ordinary shares. Options are generally exercisable after three and before seven years from the date of the grant of the option.
At 21 March 2008, the number of ordinary shares under option was 330,848 at option prices ranging from 352.0 pence 10 381.5 pence expiring on 27 March 2008,

Under the Slough Estates pic 2002 Approved Executive Share Option Plan approved by the shareholders on 14 May 2002, certain executives have options to
subscribe for unissued ordinary shares. Options are generally exercisable after three and before ten years from the date of the grant of the option. At 21 March 2008,
the number of ordinary shares under option was 155,478 at aption prices ranging from 290.0 pence to 476.8 pence expiring on 28 April 2015,

Under the Slough Estates plc 2002 Unapproved Executive Share Opticn Plan approved by the shareholders on 14 May 2002, certain executives have options o
subscribe for unissued ordinary shares. Options are generally exercisable after three and before ten years from the date of the grant of the option. At 21 March 2006,
the number of ordinary shares under option was 3,271,926 at option prices ranging from 290.0 pence to 476.8 pence expiring on 28 April 2015.

1981 savings retated share option scheme
Under the option scheme approved by the shareholders on 20 May 1981, as amended, certain employees have options to subscribe for unissued ordinary shares.
Options under the savings related scheme are generally exercisable three or five or seven years afier the date of the grant of the option. At 21 March 2006,

the number of ordinary shares under option was 983,188 at option prices ranging from 218.4 pence tc 432.4 pence expiring on various dates up to 1 October
2012
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37. Statement of changes in equity

Retained Other Preference Balance
Balance  Restate for profit for items in Shares Dividend Reserve shares 31 December
1 January 2008 IAS39 Exchange theperiod SORIE* issued Other paid transfers conversions 2005
Group 2005 m £m £m £m £m £m £m £m tm m £
Revaluation reserve net of
deferred tax 1,090.8 - 9.3 - 29.6 - - - 289.9 - 1.419.6
Share based payments reserve 0.3 - - - - - 2.6 - - - 29
Fair value reserve
available-for-sale investments - 4.1 Q.7 - 6.5 - - - (1.1 - 0.2
Unrealised surplus reserve 47.4 - - - - - - - - - 47.4
Translation reserve net of
deferred tax (11.3) 2.0 {0.2) - {0.1) - - - 1.1 - (8.5)
Total other reserves 1,127.2 6.1 98 - 36.0 - 26 - 2899 - 1,471.6
Revenue reserve 565.2 (18.7) 153 385.1 (7.8) - - 69.0) (283.9) 1.2 581.4
Ordinary share capital 104.8 - - - - 01 - - - 08 1056.7
Preference shares 340 - - - - - - - - 2.2} 318
Share premium 3391 91.0) - - - 1.4 - - - 7.3 256.8
Cwn shares heid (5.2 - - — - - (1.7 - - - {6.9)
Total equity attributable to
equity shareholders 2,165.1 (103.6) 251 385.1 28.2 1.5 0.8 {69.0) - 7.1 2,440.4
Minority interests 19.4 0.3 0.8 30 - - (3.9 4.4 - - 8.6
Total equity 2,184.5 (103.9) 259 3881 28.2 1.5 2.0 (73.4) - 71 2,449.0
Retained Other Preference Balance
Balance Restate for profit for items in Shares Dividend Reserve shares 31 December
1 January 2004 IAS39  Exchange  theperiod SORE* issued Cther paid transfers conversions 2004
Group 2004 &m £m £m £m om £m £m £m £m £m £m
Revaluation reserve net cf
deferred tax 1,071.5 - {2.9% - 18.3 - - - 3.8 - 1,080.8
Share based payments reserve 0.1 - - - - 0.2 - - - - 0.3
Unrealised surplus reserve 47.4 - - - - - - - - - 47.4
Translation reserve net of
deferred tax 6.4} - 0.3 - (10.7) - - - 5.5 - (11.3)
Total other reserves 1,112.6 - (2.8) - 7.6 0.2 - - 9.4 - 1,127.2
Revenue reserve 360.1 - (6.5) 285.8 0.7) - - B4.1) 9.4 - 565.2
Ordinary share capitat 104.4 - - - - 0.2 - - - 0.2 104.8
Preference shares 345 - - - - - - - - 0.5) 340
Share premium 336.0 - - - - 28 - - - 0.3 339.1
Own shares held {5.2) - - - - - - - - - 6.2)
Tota) equity attributable 10 .
equity shareholders 1,042.4 - 9.1) 285.8 6.9 3.2 - B64.1) - - 2,165.1
Minority interests 205 - (1.0) (1.2) ©.1) - 2.0 (0.8} - - 184
Total equity 1,862.9 - (10.1) 284.6 6.8 3.2 2.0 B64.9) - - 21845

* SORIE is the term used for the Statement of Recognised Income and Expenses. ltems in the SORIE column are net of tax,
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37. Statement of changes in equity (continued)

Retained Cther Praference Balarice
Balance Restate for profit for items in Shares Dividend Reserve shares 31 December
1 January 2005 IAS39 Exchange the period SORIE * issued Cther paid transfers conversions 2005
Company 2005 £m £m £m £m £m £m em £m £m £m £m
Share based payments reserve 0.3 - - - - - 2.6 - ~ - 29
Unrealised surplus reserve 47.4 - - - - - - - - - 47.4
Total other reserves 47.7 - - - - - 2.6 - - - 50.3
Revenue reserve 974.0 {15.6} - (103.8) {7.5) - - (69.0) - 1.2 779.3
Ordinary share capital 104.8 - - - - 0.1 - - - 0.8 106.7
Preference shares 34.0 - - - - - - - - (2.2} a1.8
Share premium 339.1 {91.04 - - - 1.4 - - - 7.3 256.8
Own shares held (5.2) - - - - - (1.7) - - - 6.9)
Total equity attributable to
squity shareholders 1,494.4 {(106.6) - (103.8) (7.5} 1.5 0.9 (62.0) - 71 1,217.0
Retained Cther Preference Balance
Balance Restate for profit for tems in Shares Dividend Reserve shares 31 December
1 January 2004 IAS39 Exchange the period SORIE™ issued Cther paid transfers conversions 2004
Company 2004 £m £m £m £m £m £m em £m Em £m £m
Share based payments reserve G - - - - 0.2 - - - - 0.3
Unrealised surplus reserve 47.4 - - - - - - - - - 47.4
Total other reserves 47.5 - - - - 0.2 - - - - 47.7
Revenue reserve 836.0 - - 209.1 {7.0) - - 64.1) - - 3740
QOrdinary share capital 104.4 - - - - 0.2 - - - 0.2 104.8
Preference shares 34.5 - - - - - - - - 0.5) 34.0
Share premium 336.0 - - - - 28 - - - 0.3 339.1
Own shares held 5.2 - - - - - - - - - (5.2)
Total equity attributable to
equity shareholders 1,363.2 - - 209.1 {7.0) 3.2 - B4.1) - - 1,494.4

* SORIE is the term used for the Statement of Recognised Income and Expenses. ltems in the SORIE column are net of tax.
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Notes to the financial statements
continued

38. Share premium account

2005 2004

Group and Company £m £m
Balance at 1 January 3321 338.0
Restate for IAS 39 @1.9) -
248.1 336.0

Premium arising on the issue of shares 8.7 31
Balance at 31 December 256.8 339.1

39. Revaluation reserve
Property Related
revaluation deferred

reserve tax Total
Group £m €m £m
Balance at 1 January 2004 1,297.3 (2258) 1,075
Exchange {5.5) 2.6 2.9
Surplus on development properties - SORIE 241 5.8) 18.3
Valuation surplus on investment properties transferred from revenue reserve 166.7 (57.6) 109.1
Valuation surplus on joint ventures transferred from revenug reserve 156.0 2.9 121
Surplus realised on disposal (147.2) 26.0 (121.2)
Category transfer 10 revenue reserve on assets fransferred from development property to trading property 4.5 - 4.5
Minority interest {C.6) - {0.6)
Balance at 1 January 2005 1,354.3 263.5) 1,080.8
Exchange 16.0 6.7) 9.3
Surplus on development properties — SORIE 48.4 (18.4) 30.0
Minority interest in surplus on development properties — SORIE - 0.4) 0.4)
Valuation surplus on investment property transferred from revenue reserve 409.1 {130.1) 279.0
Valuation surplus on joint ventures transferred from revenue reserve 10.5 (2.3 8.2
Minority interest on investment property valuation surplus 0.5) 0.2 0.3
Deficit realised on disposal 34 C.4) 30
Balance at 31 December 2005 1,841.2 {421.6) 1,419.6

The revaluation reserve represents the revaluation surpluses and deficits on the revaluation of investment properties and properties included within development
properties. As this reserve is made up of unreglised profits and losses, it is not avaliable for distribution to shareholders until realised through sale.

The deferred tax relates to the unrealised valuation surpluses and deficits included in this reserve.

40. Other reserves
Realised  Unrealised
Other  Transiation  Translation

Reserve regenve resene Total
Group £m £m £m £m
Balance at 1 January 2004 47.4 - 6.4) 41.0
Exchange - - 0.3 0.3
Exchange arising on translation of overseas operations - - (10.7) {10.7}
Transfer between reserves - - 56 56
Minority interest - - ©.1) (0.1)
Balance at 1 January 2005 47.4 - (11.3) 361
Restate for IAS 39 - 4.2 2.2) 20
47.4 4.2 (13.5) 38.1
Exchange arising on tranglation of overseas operations - {(10.5) 10.2 0.3)
Transfer between reserves - {0.9) 2.0 1.1
Balance at 31 Decernber 2005 474 7.2y 1.3 3849

The translation reserves are for the exchange differences arising on the re-franglation of the net investments in overseas operations and are not availabie for
distribution unless realised.
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41. Equity reserve - fair value of share based payments

2005 2004
Group and Company £m £m
Balance at 1 January 0.3 0.1
Movement in the fair value of share based payments 26 0.2
Balance at 31 December 29 0.3
This reserve represents the fair value of the share options granted for the share based payments.
42. Fair value reserve — surplus and deficits on available-for-sale investments
Fair value Related

reserve deferred tax Total
Group £m £m £m
Balance at 1 January 2005 - - -
Restate for IAS 3¢ 4.1 - 41
Restiaied balance A1 - 4.4
Exchange 0.7 - 0.7
Moverment in fair vaiue - SORIE 10.8 3.2) 7.6
Transfer - (1.1} {1.1)
Transfer to income statement on realisation (1.1 - {1.1)
Balance at 31 December 2005 14.5 (4.3} 102

The fair value reserve represent unrealised surpluses and deficits from the revaluation of available-for-sale investments. Whean these investments are realised
the amounts are transferred to income for the period,

43. Own shares held

2005 2004
Group and Company £m £m
Balance at 1 January 52 5.2
Shares issued 0.7 08
Shares purchased 19 -
Disposed of on exercise of options 0.9 ©.8)
Balance at 31 December 6.9 52

Own shares held represent the cost of shares in Slough Estates ple purchased in the open market and held by Towers Perrin Share Plan Services (Guernsey) Limited
to satisfy options under the various Group share option and incentive schemes.
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Notes to the financial statements
continued

44. Revenue reserve

Group Company
2005 2004 2005 2004
Em om £m £m
Balance at 1 January 565.2 360.1 974.0 838.0
Restate for IAS 39 (18.7) - (15.8) -
546.5 360.1 958.4 836.0
Dividend paid (69.0) {64.1) (69.0) (64.1)
Net profit/{less) for the year 3851 285.8 {103.8) 209.1
Actuarial losses on defined benefit pension schemes {4.0) (10.6) 3.7 (10.3)
Tax on items taken directly to equity (3.8 33 {3.8) 33
Transfer valuation surplus to revaluation reserve (409.1) (166.7) - -
Transfer deferred tax relating to valuation surplus to revaluation reserve 1301 318 - -
Transter valuation surplus of joint ventures and associate to revaluation reserve net of deferred tax (8.2) (12.1) - -
Prior year valuation (deficits)/surpluses realised on disposal net of deferred tax (3.0) 147.2 - -
Other reserve fransfers 15 ©.2) 1.2 -
Exchange movements 153 0.1) - -
Balance at 31 December 581.4 565.2 779.3 974.0
Distributable 581.4 565.2 779.3 974.0
Non distributable - - - -
Total 581.4 565.2 779.3 9740
2005 2004
Groug £m £m
Retained profit/(deficit) for the year arises in:
Parent company {103.8) 209.1
Subsidiaries 478.2 60.9
Associate and joint ventures 10.7 156.8
385.% 2858
45. Commitments
Contractual obfigations tc purchase, construct, develop, repair, maintain or enhance:
UK Owverseas Total
2005 2004 2005 2004 2005 2004
Group £m £m Em £m £m £m
Properties 120.9 36.6 188.1 147.5 309.0 1841
Avaiable-for-sale investments 32 6.3 7.3 11.0 10.5 17.3
Utilities plant 06 0.6 - - 0.6 0.6
Cther plant and eguipment 01 - - - 0.1 -
Total capital commitments 124.8 43.5 195.4 158.5 3202 202.0
The Group's share of capital commitments of joint ventures and associate is as follows:
Properties 7.4 27 84 - 15.8 2.7

There are no significant cornmitments relating e repairs, maintenance or enhancements relating to invesiment properties at 31 December 2005 and 2004.
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46. Share-based payment
During the period ended 31 December 2005, the Group had five share-based payment arrangements, which ars described below:
In each case the expected volatility was determined by calculating the historical volatiity of the Group's share price over multiple time periods.

Senior Management share option plan

The opticns in the senior management share option plan are exercisable after three years but before ten years subject to performance criteria. The employee would
normally have to remain with the Group for the three year period. If the performance conditions have not been met by the third anniversary of the date of the grant
the options lapse. The perforrmance criteria are based on anincrease in adjusted diluted earnings per share by the Retail price index (RPI) plus 3 per cent per annum

over the three vear period.
2005 2004
Weighted Weighted
Average Average
Number of exercise  Number of exercise
options price options price
At 1 January 4,652,981 374.9p 3,915,385 342.3p
Options granted 680,599 1,280,863
Options exercised (131,254}  353.3p (508,933} 382.2p
Options expired/lapsed {1,390,655) (34,334}
At 31 December 3,811,671 386.0p 4,652,981 374.9p

The options outstanding at 31 December 2005 were exercisable betwesn 290.0p and 476.8p per share. The grants made since 7 November 2002 have been fair
valued using the Black-Scholes model. The main assumptions are as follows:

Grant date 6-Jan-03  20-Mar-03 14-May-04  2-Sep-04  29-Apr-05
Exercise price/market price 344 .0p 290.0p 467.7p 453.8p 476.8p
Risk-free interast rate 51% 51% 51% 5.1% 4.8%
Dividend vield 3.9% 4.8% 3.2% 3.3% 4.0%
Volatility 20.3% 21.3% 22.6% 22.7% 21.0%
Term of option 4 years 4 years 4 years 4 years 4ygars
Fair Value per share 53p 42p 87p 85p 73p

Save-as-you-earn option scheme
The save-as-you-earn options are exercisable after threg,five and seven years and are not subject to any performance criteria except the employees must remain with
the Group for the term cf the option.

2005 2004

Weighted Weighted

Average Average

Number of exercise  Number of exercise

options price options price

At 1 January 1,088,157 2567.8p 1,129,602 247 4p

Cptions granted 121,943 127,841

Cptions exercised (148,038y 262.2p (169,473} 272.3p
Qptions expired/lapsed (53,844} (18,713)

At 31 December 989,218 274.4p 1,068,157 257.8p

The options outstanding at 31 December 2005 were exercisalle between 218.4p and 432.4p per share. The grants made since 7 November 2002 have been fair
valued using the Black-Scholes model. The assumptions are as follows:

Grant date 19-Mar-03 28-Aug-03 17-Mar-04 26-Aug-04 23-Mar-05 22-Sep-05
Market price 200.0p 380.8p 485.5p 465.0p 493.5p 540.5p
Exercise price 218.4p 304.6p 372.4p 372p 394.8p 432.4p
Risk-free interest rate 51% 51% 51% 5.1% 4.8% 4.8%
Dividend yield 4.8% 3.8% 4.8% 4.1% 3.8% 3.5%
Yolatility 21.2% 22.4% 22.6% 22.7% 21.0% 21.2%
Term of cption 3-5-7years 3-5-7years 3-5-Vyears 3-5-Tyears 3-5-Vyears 3-5-7years
Fair value per share 3 vears 74p 96p 123p 122p 118p 134p
Fair value per share 5 years 74p 103p 135p 134p 126p 144p
Fair value per share 7 years 73p 106p 142p 1400 1290 150p
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Notes to the financial statements

continued

46. Share-based payment (continued)

Details of share options exercisable at 31 December 2005

Frice per Ordlinary shares Exercisable
Date of grant Scheme share pence number between
3 September 1998 Save-as-you-eam option scheme 1981 246.0 3,899 2001 and 2005
20 September 1998 Senior Management share option plan 1994 3815 2,387 2002 and 2009
22 March 2000 Save-as-you-earn option scheme 1981 249.6 32,237 2003 and 2007
27 March 2000 Senior Management share option plan 1994 352.0 28,836 2003 and 2010
27 March 2000 Senior Management share option plan 1994 352.0 11,344 2003 and 2010
31 March 2000 Save-as-you-earm option scherme 1581 3138 2,538 2004 and 2007
21 March 2001 Save-as-you-eam option scheme 1981 296.4 43,883 20C1 and 2008
28 March 2001 Senior Management share option plan 1994 366.5 42,075 2004 and 2011
28 March 2001 Senior Management share option plan 1594 3585 299,645 2004 and 2011
30 August 2001 Save-as-you-earn option scheme 1981 2848 20,758 2004 and 2008
29 August 2002 Save-as-you-earn option scheme 1881 2764 38,570 2005 and 2009
& January 2003 Senior Management share option plan 2002 344.0 8,720 2007 and 2013
6 January 2003 Senior Management share option plan 2002 344.0 107,559 2007 and 2013
19 March 2003 Save-as-you-earn option scheme 1981 2184 532,287 2006 and 2010
20 March 2003 Senicr Management share option plan 2002 280.0 50,962 2006 and 2013
20 March 2003 Senior Management share option plan 2002 280.0 1,412,744 2006 and 2013
28 August 2003 Save-as-you-eam option scheme 1981 304.6 87,806 2006 and 2010
17 March 2004 Save-as-you-earn option scheme 1981 3724 53,080 2007 and 2011
14 April 2004 Senior Management share option plan 2002 467.7 38478 2007 and 2014
14 April 2004 Senior Management share option plan 2002 467.7 1,074,890 2007 and 2014
26 August 2004 Save-as-you-earn option scheme 1981 3720 55,766 2007 and 2011
2 Septemiber 2004 Senior Management share option plan 2002 459.8 19,572 2007 and 2014
2 September 2004 Senior Management share option plan 2002 459.8 33,880 2007 and 2014
23 March 2005 Save-as-you-garn option scheme 1981 394.8 69,113 2008 and 2012
29 April 2005 Senior Management share option plan 2002 476.8 37,748 2008 and 2015
29 April 2005 Senior Management share option plan 2002 476.8 642,863 2008 and 2015
22 September 2005 Save-as-you-garm option scheme 1981 4324 49,281 2008 and 2012
Total 4,800,889

Executive share incentive plan

Awards under the Executive share incentive plan are granted at the discretion of the trustees of the scheme on the recormmendation of the remuneration committee.
Employees are granted the right to shares which will vest at the end of a three year period subject to meeting certain performance criteria. The Company does not
issue shares. The share are purchased on the open market and placed with the trustees for the three year period. Dividends are waived.

2005 2004

Weighted average Weighted average

exercise price exarcise price

Executive shars incentive plan number pence number pence
At 1 January 835,477 355.0p 851,120 354.3p
Shares granted 388,306 - 9,761 -
Shares vested - - (24,388) 371.5p
Shares sold - - (1,036) 371.5p

At 31 December 1,223,783 398.2p 835,477 355.0p

Of the shares outstanding at 31 December 2005, 1,186,775 (2004 - 770,258) were exercisable. The Black-Scholes model has been used to fair value the shares
granted since 7 November 2002, The assumptions used are as follow;

Grant date 7-Jan-03  20-Mar-03 1-Apr-04  2-Sept-04  4-May-05
Exercise pidce/market price 3d4n 3060 433.2p 481p 491.2p
Risk-free interast rate 50% 5.0% 5.0% 5.0% 4.8%
Divicdend vield 4.6% 4.6% 3.5% 3.3% 3.9%
Volatility 20.0% 21.3% 20.0% 20.0% 21.0%
Term of option 3years 3 years 3years 3years 3 years
Fair Value per share 299p 267p 300p 417.8p 437p
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46, Share-based payment (continued)

General share incentive plan

The general share incentive plan started in May 2003. An employee is entitied to a percentage of their salary in shares which is capped. The shares are held in trust
for five years and then released to the employes. There are no performance conditions except that the employee must remain with the Group for at least three vears.

2005 2004

Weighted average Weighted average

eXercise price exercise price

General share incentive plan numkber pence number pence

A1 January 384,634 3936p 210,354 353.9p

Shares granted 131,451 179,371

Shares paid out (44,751) (3,835)
Shares adjusted {(6,702) {1,258)

At 31 December 464,632 4324p 384,634 393.6p

Cf the shares outstanding at 31 December 2005 ~ 446,407 (2004 - 369,098 ) were exercisable. The fair values of the General share incentive plan were determined
by the price of the shares at the date of the grant.

Profit share scheme
The profit sharing scheme ceased in 2002 with a final allocation in May 2002 and this was based on a percentage of employees salaries. The shares are held in frust
for three years and then released to the employees. The balance of the shares outstanding at the end of 2004 (166,427) were released to the employses in June 2005.

Cash Settled share based payments plan

The plan for senior employees shadows the Executive share incentive plan A notional number of shares are granted to the employee equal to 26 per cent of their
salary which is divided by the share price on the date of the grant. 161,443 notional shares were granted in June 2003 and the Black-Scholes model has been used
1o fair value these shares at the currert market rate. The assumptions used are as follows:

2003 2004 2005
Number of shares 161,443 116,060 143,453
Current stock price 439p 550p 553.5p
Risk-free rate 5.0% 5.0% 50%
Expected life of Option (years) 24 1.4 0.4
Volatility 0.1% 0.1% 0.1%
Dividend yield 3.3% 2.6% 26%
Fair value of opticn 31 December 405p 530p 547p

The total expenses for share based payments for the Group were £1.6 million (2004 — £nil

47. Operating leases

Group

The Group as lessor

The Group leases out all of its investment properties under operating leases or finance leases. Leases are typically for terms of seven 1o 15 years in the UK, three,
five or nine years in Europe and five to ten years in US. Properties are expected to generate yields of between 5.5 per cent and 9 per cent in the UK, 10 per centin
Europe and 9 per cent in US.

The future aggregate minimum rentals receivable under non-cancellable operating leases are as follows:

2005 2004

2m £m

Not later than one year 2724 243.4
Later than one year but not later than five years 9092.4 878.0
Later than five years 1,765.3  1,507.7

3,030.1 2,629.1

The Group as lessee
At 31 December the Group had annual commitments in respect of aperating leases relating to land and buildings as follows:

2005 2004
l_eases which expire: £m &m
in more than five years 0.3 0.4
Total minimum rental incorme from sublease receipts expected to be received 0.2 0.3
Recognised as an expense in current year on operating leases 0.1 01
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Notes to the financial statements
continued

47. Operating leases (continued)
The Group has a two leased properties under opearating leases, The leases expire in 2011 and 2017, Leased payments are subject to rent raviews fo reflect market
rents. Nore of the leases include contingent rents.

The lease agreements far properties held as investment praperty ase accounted for as if they were finance leases.
One of the leased properties which has been sublet by the Group has been classified as an cnerous lease. The lease and sublease expire in 2017.

Sublease payments of £0.1 miflion are expected to be received during next year. The Group has reccgnised a provision of £0.2 million in respect of this lease.

48. Related party transactions

Group

Transactions between the Company and its subsidiaries, which are related parties, have been eliminated on consolidation and are not disclosed in this note.
Transactions between the Group and its joint ventures and associate are disclosed below.

During the year, Group companies entered into the following transactions with related parties who arg not members of the Group.

Associate Joint ventures Total

2005 2004 2005 2004 2005 2004

£m £m £m £m £m £m

New loans/repayments during pericd - - 157 7.3 15.7 7.3
Loans cutstanding at the period end - - 253 11.2 253 11.2
Dividends received 0.3 0.2 25 8.2 2.8 8.4
Disposal of joint venture — book value - - 126 140.4 126 140.4

None of the above balances are secured. All of the above transactions are made on tenms equivalent to those that prevail in arms iength transactions.

Mr D Kramer is Chairman of Slough Estates USA Inc. and Chairman of Draper and Kramer Inc. Slough Estates USA Inc. purchased an insurance poiicy for

the period 1 March 2005 unil 1 March 2006 through Draper and Kramer Agency Corporation, an affiiate of Draper and Kramer for approximately £481,000

(2004: £ 286,000). This policy was cancelled on 1 August 2005 and insurance was switched to a provider not considered to be arelated party. As of 31 December
2005, £314,000 (2004 £253,000) was listed as a receivable from Draper and Kramer. Total insurance expense recognised in 2005 relating to Draper and Kramer
is approximately £278,000. Total credits relating to insurance refunds in 2005 was £253,000.

In addition to this, $100,000 (£55,000) was paid 1o Draper and Kramer for miscellaneous services provided in conjunction with the sale of Hacienda.

Company
The trangsactions between the parent company and group companies are shown bslow:
Subsidiary Nature of transaction Z%Ur: 2OEOri
Slough Trading Estate Ltd Dividend - 768.0
Allnatt London Properties pic Dividend - 1.2
Bilton plc Dividend - 40
Kwacker Ltd Dividend - 7.0
Slough Properties Ltd Dividend - 420
Pentagon Developments Chatham Ltd Dividend - 24
SE Insurance Ltd Dividend - 1.5
Slough Estates Finance plc Dividend - 7.5
Bredero Properties plc Management fee - 0.2
Slough Estates Administration Ltd Recharge (1.5) (1.0}
Shepping Centres Lid {jcint venture) Dividend 1.7 -
HelioSlough Limited (joint venture) Interest receivable 0.9 0.1
Subsidiaries Total interest payable (0.9 -
Subsiciaries Total interest receivable 87.9 0.4
88.1 2483
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48, Related party transactions (continuad)
Significant balances cutstanding between the parent company and its subsidiaries are shown below:

Amounts owed by Amounts owed to

2005 2004 2005 2004
Subsidiary £m £m m m
Slough Trading Estate Ltd 2159 2824 - -
Allnatt Lendon Preperties plc 27.0 55.0 - -
Biton plc - - (23.3) ©.1)
Kwacker Ltd - - (2.6) (8.6)
Slough Properties tid 1,108.5 692.6 - -
Pentagon Developments Chatham Ltd - - (13.2) (13.7)
Slough Estates Finange plc 196.1 197.4 - -
Bredero Properties ple - - (120.8) {116.4)
Slough Estates Administration Ltd - - (11.1) 5.2)
Siough Heat & Power Ltd 29.6 21.7 - -
Slough Europe Lid 17.9 20.8 2.0y 0.1}
Anglo French Industrial Developments Ltd 379 36.1 (14.4) {14.6)
Siough Estates USA Inc. £56.9 1354 - -
Slough Commercial Properties GrmbH 56.1 - - -
HelioSlough Ltd 131 0.7 - -

1769.0 14421  (194.4)  [167.7)

None of the above balances are secured. All of the above transactions are made on terms equivalent 1o those that prevail in anms length transactions.

Directors’ and executives’ remuneration
Remureration paid 1o directors and other members of key management during the year was as folows:

2005 2004
£m £m
Salaries, bonuses and cther short-term benefits 4.7 4.0
Post-employment benefits 0.9 0.7
Share-based payments 0.4 0.5
6.0 5.2
The remuneration of directors and key executives is decided by the Remuneration Committee having regard to comparable market statistics.
49, Notes to cash flow statements
(1) Recongiliation of cash generated from operations
Group Company
2005 2004 2005 2004
m £m £m £m
Net cperating income 798.3 4591 (7.8) 224.9
Less gain from sale of gas interests separately disclosed . (99.7) - - -
Adjustments for:
Depreciation of property, plant and equipment 5.1 4.7 - -
Profit on sale of properties (14.0} (56.4) - -
Profit on disposal of property, plant and equipment (0.4} - - -
Profit on disposal of joint venture (7.8) 8.3 - -
Profit on disposal of subsidiary - - 0.3 (18.0)
Revaluation surplus on investment properties (409.1) (166.7) - -
Cther income reallccated 5.5) (11.0) (1.7} (178.8)
Other provisions (17.8) {1.9) (3.2} {35.4)
2491 219.5 (12.4) {7.1)
Changes in working capital:
Decrease in trading properties 14.3 8.9 - -
Decrease/(increase) in inventories 03 0.3) - -
Increase in debtors {21.6) (33.6) 0.6) 0.4
{Decrease)/increase in creditors (4.8) 8.9 0.2) 1.1
Net cash inflow/{outflow) generated from operations 237.3 202.4 (13.2) 6.4)
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Notes to the financial statements
continued

49. Notes to cash flow statements {continued)
(2) Issue of shares

Crdinary Share
share capital premium Total
Group and Company m m £m
Balance at 1 January 2005 104.8 339.1 4439
Restate for IAS 39 - 91.0) (91.0)
Issued on conversion of preference shares C.8 7.3 8.1
Ordinary shares issued for cash 0.1 1.4 1.5
Balance at 31 December 2005 105.7 256.8 362.5
(3) Reconciliation of net cash flow to movement in net debt
Group Cornpany
2005 2004 2005 2004
£m £m £m £m
{Pecrease)/increase in cash in the year (51.8) 80.3 {42.5) 8.5
Increase in debt (340.0 88.2) (338.0) (75.6)
(Decreaselincrease in term deposits (1856) 184.5 0.1 0.2}
Change in net debt resulting from cash flows (677.4) 156.6 (380.8) (69.3)
Translation difference (33.4) 238 (28.5) 14.0
Net debt assumed on purchase of subsidiaries (11.4) - - -
Net debt disposed of on sale of subsidiary 50.0 - - -
Non-cash adjustment (84.8) 21 82.9 1.0
Movement in net debt in the year (657.0} 182.5 (492.0 (54.3)
Net debt at 31 December 2004 (1,325.3) (1,507.8) (1,183.8) (1,128.5)
Restate for 1AS — inclusion of preference shares (110.0} - (107.8) -
Net debt at 31 December 2005 (2,082.3) (1,3253) (1,783.6) (1,183.8)
(4} Term deposits
Term deposits for a period of three months or less are included within cash and cash equivalents.
Restricted depesits shown in 2004 relate 10 the proceeds received from the sale of investments properties.
(5) Analysis of net debt
Met debt At 31
At 1 January Restate for Non-cash acquired/  Exchange December
2005 IFRS*  Cash flow adjustment™  disposedof  movement 2005
Group £m £m £m £m £m £m £m
Cash in hand and at bank * 55.8 156.0 (49.3) - - 10.1 172.6
Qverdrafts 3.3) - 2.5 - - Q.1 (5.7}
Loan capital (1,719.4) (110.0) (340.0) 84.9) 386 436 (2,250.2)
Term deposits * 3416 {156.0) {(185.6) - - - -
(1,325.3) (110.0) (577.4) 84.8) 38.6 (33.4) (2,002.3)
At 31
At 1 January Restate for Non-cash Netdebt Exchange Decernber
2005 IFRS**  Cashflow  adjustment™ acguired  movement 2005
Company £m £m £m om £m m £m
Cashin hand and at bank * 411 - (41.2} - - 0.1 -
Overdrafts 0.2) - {1.3) - - - {1.5)
Loan capital (1,224.8) (107.8) {338.0) {82.8) - (28.8) (1,782.1)
Term deposits * 0.1 - {0.1) - - - -
(1,183.8) (107.8) (380.6) 82.9) - (28.5) (1,783.8)

* Cash and cash equivalents per balance sheet
** The restaternent for IFRS comprises the reclassification of preference shares from equity to borrowings and the change to the period of amartisation for borrowing costs.
The £156.0 milion of tarm deposits of less than three months is now reclassified as part of cash and cash eguivalents.
*** The non-cash adjustment relates to the movement in borrowing costs which are deducted from bormrowings in the balance sheet and amortised to the income staternent over the term
of the borrowings. In addition, £85.2 million of the exceptional charge on financing, was funded by additional bonds and not paid in cash.

(6} Previous UK GAAP

Under IFRS the consolidated cash flow statement reconciies the movements in cash and cash equivalents, whereas in the fast audited previous UK GAAR financia!
statements it reconciled the movament in cash enly. Other than this, there are no material differences in the restated consolidated cash flow statement from that
previously published.
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49, Notes to cash flow statements (continued)

(7) Disposal of subsidiary (Tipperary Corporation)

The sale of Tipperary corporation, a subsidiary with a holding of 54 per cent was completed on 13 July 2005. The profit for the pericd up to the date of sale and the
net assets disposed of are as follows:

Period to Prior 12 month
13 July 2005 period
Company £m m
Revenue 38 4.7
Operating income 2.1} (3.3)
Loss before tax 2.2) {7.2)
Loss after tax 2.2) 7.2}
Net assets disposed of
Property, plant and equipment 849 74.7
Current assets 2.1 3.4
bank berrowings £0.0) (45.4)
L.oan due to Slough Estates (12.8) 8.9)
Other creditors {3.4) (1.8
Minarity interests 9.5) {(10.3)
11.3 11.7
less proceeds 111.0
Profit on sale 99.7
Proceeds in the cash flow are made up as follows:
Proceed received 111.0
{_ess cash disposed of {0.5)
1105

50. Contingent liabilities
The Group has given performance guarantees to third parties amounting to £7.1 milion (2004 £5.3 mition) in respect of development contracts of subsidiary
companies. It is unlikely that these contingencies will ocour,

The parent company has guaranteed loans and bank overdrafts of subsidiary companiss aggregating £363.6 million (2004 £392.5 milion). All loans and overdrafts
$0 guaranteed are included in the consolidated balance sheet.

51. Acquisitions

a} Mainland BY

During the current pariod Anglo French Industrial Developments Limited, a Group company, incorporated a subsidiary, Slough BV, with issued share capital of 30,000
ordinary shares of €100.00 each. This cormpany acquired 60 per cent of the voting equity in Mainland BV, a Kuiper Group company, on 28 June 2005 for £1.6 milion cash.

Mainland BV was previously part of the Kuiper Greup, and specialises in the development of offices and industrial accommodation in the Randstad region of Helland.
Based in Hoofdorp, close to Schighol Airport. Mainland BV has interests in the following entities:

- Lutkemeren BV (100 per cent}

- Centaur Offices BV (50 per cent)

— De Formaeran BV (33.33 per cent)

- Park Forward Maintand BV (50 per cent)
- Startgoed Amsterdam {33.3 per cent)

~ Centaur Offices GV (49.5 per cent)

The Group believes the premium paid over its share of the net assets of Mainland BV represents the additional value of a strong local management team; a fully
established office in the Netherlands; a good network of contacts in the Netherlands including lecal and regional authorities, agents, possible tenants, and suppliers
and a well-known brand in the Dutch real estate market with a proven history of successiully completing new developments.
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Notes to the financial statements
continued

51. Acquisitions (continued)
b) Grontrmij Real Estate International BV { GREI')
On 27 December, Slough Properties NV ('SPNY'} and Slough BY, group companies, acquired from various subsidiaries of Grontrni Real Estate International BV
{'GREl'), a company registered in the Netherlands, for €0.8 million (20.6 million) in cash:
- 1009% of the voting equity in:

- Quendis Polska | Sp.z.0.0., a company registered in Poland

- Grontmij Real Estate Polska Sp.z.0.0., a company registered in Poland

- Tulipan House | Sp.2.0.0., a company registered in Poland

- Gront CR. s.r.c., a company registered in the Czech Republic

- Secor Estates s.r.0., a company registered in the Czech Republic

- Beechwater s.r.o., a company registered in the Czech Republic

- Liacom-A Kft., a company registered in Hungary

- Liacom-B Kft., a company registered in Hungary
- the assets and employees of certain of the saller's Dutch business

In addition to the above, SPNV acquired the intercompany balances owed to GREI by these entities for an amount of £6.7 milion.

The acquisition of the GREI entities gives the Group an immediate presence in Poland, the Czech Republic and Hungary with development teams alrsady in place and
sites ready to develop. its focus is on logistics, light industrial and suburban offices. The main location is Maastricht in The Netherlands.

The acquisitions have been accounted for using the purchase method of accounting. Goodwill of £0.7 million, which arose on the acquisitions, has been taken to the
balance sheet under intangible assets. Details of the book values and the fair values of the assets and liabilities at the date of the acquisitions, after making the
necessary adjustments, are summarised as foliows:

Baook values Book values  Fair value
GREl Mainland  adjustment®  Fair value

£m £m £m £m
Non-current assets — plant and office equipment - 0.1 - 0.1
Non-current assets — trading property 13.2 8.7 4.7 246
Receivables 0.7 1.2 - 1.9
Cash 04 - - 0.4
Non-current liabilities falling due after more than one year - Intercompany 6.7) - - 6.7
Non-current liabilities falling due after more than one year — borrowings {4.8) (4.0) - 8.8)
Current liabilities fafling due within one year - borrowings {1.8) ©.8 - (2.6)
Current liabilities faliing due within one year - other 0.7} 0.5 {4.5) (5.7
Net assets at date of acquisition 0.3 2.7 0.2 3.2
Minority interests - {0.8) 0.1 ©.7)
Group share of net assets 0.3 1.9 0.3 2.5
Goodwil 0.7
Total consideration 3.2
* Fair value of assest and liabiities.
Consideration paid is made up as follows:

£m

Cash consideration paid for net assets 23
Expenses paid 0.9
Total consideration for net assets acquired 32
Settlement of intercompany loan from Grontmij Real Estate International BY 6.7
Less deferred consideration 0.2
Cash acquired 0.4
Acquisiticn cost per the cash flow 9.3

Neither the Group nor GREI Group nor Maintand BY decided to dispose of any oparations as a result of the business combinations.

The loss before tax of the entities acquired since the date of acquisition to 31 December 2005 amounts to £0.3 million.
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51. Acquisitions (continued}
The results of operations, as if the acquisitions had been made at the beginning of the year, were as follows:

Slough
GREl  Mainland Group Total
£m m om £m
Revenue 2.2 - 405.2 407.4
{LosskProfit before tax 0.1} {0.3) 582.3 581.9
Taxation - 0.1 {194.2) {194.1)
{Loss)/Profit after tax attributable to sharehclders (0.1} 0.2) 388.1 387.8

There were no recognised gains or 108585 in the period other than the profit attributable to sharsholders.

52. Group entities

The principal entities at 31 December 2005 are listed below (all equity haldings unless otherwise stated).
Jaint
Country of Subsidiaries venturas
incorporation % helding % holding

Property

* Allnatt London Properties PLC England 100
*Bitenp.l.c. England 100
Cambridge Research Park Limited England 100
Centennial Park Management Limited England 100
Farnborough Business Park Limited England 100
HelioSlough Limited England 50
Kingswood Ascot Property Investments Limited England 100
Mainland BV Netherlands 60
Real Estate and Commercial Trust Limited England 100
* Shopping Centres Limited England 50
Slough Developments (France) SA France 100
Slough Estates USAnc. us 100
Slough Europe Limited England 100
Slough Investments Limited (operating in Germary) England 100
Slough Industrial Estates Limited England 100
Slough Management N\, Belgium 100
* Slough Properties Limited England 100
Slough Properties N.V. Belgium 100
* Slough Trading Estate Limited England 100
Wocdside & Heywood Manager Limited England 100
Service

* Slough Estates Administration Lirnited England 100
* Slough Estates Finance plc England 100
Cther

Slough Heat & Power Limited England 100
* Kwacker Limited England 100

* Held directly by Slough Estates plc
Unless otherwise indicated the principal couniry of operation is the same as the country of incorporation,
To comply with the Companies Act 1885 a full list of subsidiaries will be fled with the Company’s next annual return.

53. Summary of significant accounting policies

Basis of consolidation

Prior to the introduction of IFRS, the Group had prepared its finandial statements under UK accounting standards, As a result of adopting IFRS it has been necessary
to change many of the Group’s accounting policies and these are shown below.

The consclidated financial statements of the Group include the financial staterents of Slough Estates plc (“the Company™} and its subsidiaries (collectively referred
to as “the Group”) and the Group's share of profits and losses and net assets of joint ventures and associate made up to 31 December 2005. Subsidiaries are
consolidated from the date the Group has control and de-recognises subsidiaries on the date the control no longer exists.
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Notes to the financial statements
continued

53. Summary of significant accounting policies {continued)
Where necessary, adjustments are made to the financial staterments of subsidiaries to bring the accounting policies used intc line with those used by cther members
of the Group.

Intra-group balances and any unrealised gains and losses arising from intra-group transactions are eliminated in preparing the consclidated financial statements,
Unrealised gains arising from transactions with joint ventures are eliminated to the extent of the Group's interest in the joint venture concerned. Unrealised losses are
eliminated in the same way, but only to the extent that there is ne evidence of Impairment.

The company's investments in subsidiaries, associate and ioint ventures are held at cost.
The company has taken advantage of the exemption provided by Section 230 of the Companies Act 1985 from presenting its own profit and loss account,

Investments in associates
An associate is an entity over which the Group Is in a position to exercise significant influence, but not contral, through participation in the financial and operating
policy decisions of the investes.

The results and assets and liabiities of associates are incorporated in these financial statements using the equity method of accounting, Investments in associates are
carried in the balance sheet at cost, adjusted by post-acquisition changes in the Group’s share of the net assets of the associates, less any impairment in the vaiue of
individual investrments of the associates.

Where a Group entity transacts with an associate of the Group, unrealised profits and losses are eliminated to the extent of the Group’s interest in the relevant
associate, except to the extent that unrealised losses provide evidence of an impairment of the asset transferred.

Interests in joint ventures
A joint verture is a contractual arangement whereby the Group and other parties undertake an economic activity that is subject tojoint control.

Where a Group company undertakes its activities under joint venture arrangerments directly, the Group’s share of jointly controlied assets and any liabllities incurred
jointly with other venturers are recognised in the financial statements of the Group and classified according to their nature. Liabilities and expenses incurred directly
in respect of interests in jointly controlled assets are accounted for on an accruals basis.

Joint venture arangements which involve the establishment of a separate entity in which each venturer has an interest are referred to as jointly controlled entities.

The Group reports its interests in jointly controlled entities using the equity method of accounting. Investrents in joint ventures are carried in the balance sheet at cost
as adjusted by post-acquisition changes in the Group's share of the net assets of the joint ventures, fess any impairment in the value of individual investments of the
joint veniures.

Where the Group transacts with its jointly controlled entities, unrealised profits and losses are eliminated to the extent of the Group's interest in the relevant joint
venture, except to the extent that unrealised losses provide evidence of an impairment of the asset transferred.

On disposal of a subsidiary, assaciate or jointly controlled entity, the attributable amount of goodwill is included in the determination of the profit or loss on disposal.

Goodwill

On acquisition, the assets and liabilities of a subsidiary, joint venture or associate that are accounted for as business combinations are measured at their fair value at
the date of acquisition. Any excess {deficiency} of the joint venture’s or associate’s cost of acquisition over {below) the fair value of the identifiable net assets acquired
is recognised as gocdwill (negative goodwil). Goodwil is carried in the balance sheet at cost less any accumulated impairment. Negative goodwill is immediately
recogrised In the income staterment,

Derivative financial instruments (derivatives)

The Group uses derivatives, particularly interest rate swaps, o help manage its interest rate risk. The Group does not hold or issue derivatives for trading purposes.
Derivatives are recognised inffially at cost. Subsequent 1o initial recognition, derivatives are stated at fair valus, The gain or loss on re-measurement 1o fair value is
recognised immediately in the income statement, unless the derivatives qualify for hedge accounting, in which case recognition depends on the nature of the item
being hedged. Currently none of the Group's derivatives qualify for hedge accounting.

Foreign currencies

Transactions in currencies cther than sterling are initiafly recorded at the rates of exchange prevalliing on the dates of the transactions. Monetary assets and liabilities
denominated in such currencies are retranslated at the rates prevailing on the balance sheet date. Profits and [osses arising on retranslation are included in the
income staternent, except where foreign currency denominated loans are designated as a hedge of the Group’s investment in its overseas subsidiaries. In this case
the exchange difference is 1aken 1o equity until the reglisation of the overseas invesirnent and then itis transferred to the income staternent as pant of the profit or loss
on reglisation.
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53. Summary of significant accounting policies icontinued)

On consolidation, the assets and liablities of the Group's overseas operations are translated into sterling at exchange rates prevailing on the balance sheet date.
Exchange differences arising, if any, are classified as equity and transferred to the Group's translation reserve. Such translation differences are recognised as income
or expenses in the period in which the operation is disposed of. Income and expense items are translated at the average exchange rates for the period.

Investment property

Investment properties are those properties that are held either to earn rental income or for capital appreciation or both, Investment properties may be freehold
properties or leassnold properties. For leasehald properties that are classified as investment properties, the associated leasshold obligations are accounted for as
finance lease obligations.

Valuation surpluses and deficits arising in the period arg included in the income statement.
Existing investment properties undergoing redevelopment, for the purpose of eaming future rental income, continue to be accounted for as invastment properties.

Investment properties are measured initially at cost, including related fransaction costs. After initial recognition at cost, investment properties are carried at their fair
values based on a professional valuation made as of each reporting date. Properties are treated as acquired at the point when the Group assumes the significant risks
and retuns of ownership and as disposed when these are transferred 1o the buyer. Additions to investment properties consist of costs of a capital nature and, in the
case of investrment properties under development, capitalised interest, Certain internal staff and asscciated costs directly atiributable to the management of
developments under construction are also capitalised.

When the Group begins tc redevelop an existing investment property with a view to sale, the property is transferred to trading properties and held as a current asset.
The property is re-stated to fair value as at the date of the transfer, with any gain or loss being taken to the Group income statement. The re-stated amount becomes
the deemed cost at which the progenty is then carried in trading properties.

Property that is being constructed or developed for future use as an investrment property, but which has nct previously been classified as such, is classified as
investment property under development within development property. This is recegnised initially at cost but is subsequently re-stated to fair value at each reporting
date. Any gain or loss on re-statement is taken direct to equity unless a less in the period exceeds the net cumulative gain previously recognised in equity.

In the latter case, the amount by which the loss in the period exceeds the net cumulative gain previously recognised is taken to the income staterent. On completion,
the property is transferred to investmant property with any final difference on re-measurement accounted for in accordance with the foregeing policy.

The gain or loss arising on the disposal of a property is determined as the difference between the sales proceeds and the carrying amount of the asset at the
beginning of the period and is recognised in the Group income staterment. An investment property is regarded as sold when the significant risks and returns have
been transferred to the purchaser, For conditional exchanges, sales are recognised once all of the conditions are satisfied.

Development properties
Properties under this heading comprise those properties acquired for development and completed properties cccupied by Group companies. They are fair valued
on the same basis as investment properties.

Surpluses and deficits arising on the revaluation of such fand and buildings are credited to the revaluation reserve, except to the extent that it reverses a revaluation
deficit for the same asset previously recognised in income, in which case the increase is credited to the income statement to the extent of the deficit previously
charged. A decreagse in camying amount ansing on the revaluation of such land and buildings is charged as an expense 1o the extent that it exceeds the balance, .
if any, held in the revaluation reserve relating to a previous revaluation of that asset.

On the subsequent sale or retirement of a revaiued property, the attributable revaluation surplus remaining in the revaluation reserve is transferred directly to
accumulated profits,

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between the sales proceeds and the carrying amount of the asset
at the beginning of the pericd and is recognised in the income statement,

Qwner-cccupied properties are depreciated over their estimated useful lives, normatly 30 vears.

Plant and equipment comprise the power station assets, cil and gas plant and equipment of Tipperary Corporation, computers, motor vehicles, fumiture, fixtures
and fitings, and improvements to group offices. These assets are stated at cost less accumulated depreciation and are depreciated on a straight-line basis over their
estimated useful lives.

Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of ownership to the lessee. Al other leases
are classified as operating leases.
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Notes to the financial statements
continued

53. Summary of significant accounting policies {continued)

Group company as lessee

a) Operating leases - leases in which the Group dees not have substantially all risks and rewards of ownership are classified as operating leases. Payments, including
prepayments, made under operating leases (net of any incentives received from the lessor) are charged to the income statement on a straight-line basis over the
period of the lease.

b} Finance leases - leases of assats where the Group has substantially all the risks and rewards of ownership are classified as finance leases. Finance leases are
capitalised at the lease commencement at the lower of the fair vaiue of the asset and the present value of the minimum lease payments. Each lease payment is
allocated between the liability and finance charges s0 as to achigve a constant rate on the finance balance outstanding. The corresponding rertal obfigations, net
of finance charges, are included in current and non-cusrent borrowings. The finance charges are charged to the income staterent over the lease period so as to
produce a constant periodic rate of interest on the remaining balance of the liability for each pericd. Investment properties acquired under finance leases are carried
at their fair value.

Group company as lessor
a) Operating leases ~ properties leased out to tenants under operating leases are included in investment properties in the balance sheet,

b} Finance leases - when assets are leased out under a finance lease, the present value of the minimum lease payments is recognised as a receivable. The difference
between the gross receivable and the present value of the receivable is recognised as unearned finance income. Lease income is recognised over the term of the
lease using the net investment method before tax, which reflects a constant periodic rate of return. Where only the buildings element of a property lease is classified
as afinance lease, the land element is shown within investment properties.

Trading properties
Properties developed and held for sale are classified as trading properties and are shown at the lower of cost and net realisable value. Cost includes direct
expenditure and interest capitalised during the development period. The development period ends on practical completion,

Profit from pre-scld trading developments is recognised according to the stage reached in the contract by reference to the value of work compieted using the
percentage of completion method. An appropriate estimate of the profit atiributable to work completed is recognised once the outcome of the contract can be
estimated reliably. The amcunt due from customers for contract work is shown as a receivable. The amount due comprises costs incurred plus recognised profits,
less the sum of recognised losses and progress billings. Where the sum of recognised losses and progress billings exceeds costs incurred plus recognised profits,
the amount is shown as & ligbility.

Inventories

Inventaries are stated at the lower of cost and net realisable value. Cost comprises direct materials and, where applicable, direct labour costs and those overheads
that have been incurred in bringing the inventories to their present location and condition. Cost is calculated on afirst in, first out basis. Net realisable value represents
the estimated selling price less all estimated costs of completion and costs to be incurred in marketing, selling and distribution.

Trade and other receivables
Trade and other receivables are recognised initially at fair value. A provision for impairment of trade receivables is established where there is objective evidence that
the Group will not be able to collect all amounts due according to the original terms of the receivables concerned.

Available-for-sale investrments .
Avalable-for-sals investments are non-derivative financial assets that are designated as available-for-sale. These represent mainly the investments in Charterhouse
USA, Candover and certain warrants in US companies who are tenants of the Group.

The investments are held at fair value with gains and losses taken to equity. The gains and losses taken to equity are recycled through the income statement on
realisation. If there is cbjective evidence that the asset is impaired the cumulative foss that had been recognised directly in equity is removed from equity and
recognised in the income statement. The amount removed from eguity and recognised in the income statement, is the difference between the acquisition cost
{net of any principal repayment and amortisation} and current fair value, less any impairment loss on that financial asset previously recognised in income.

Impaiment fosses recognised in the income staterment are not reversed through income.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances, deposits held at call with banks and other short-term highly liquid investments with original maturities of three
months or less. Bank overdrafts that are repayable on demand and which form an integral part of the Group’s cash management are included as a ccmponent of
cash and cash equivalents for the purgose of the statement of cash flows.

Impairment

The Group’s assets are, other than investment properties, reviewed at each reporting date to determine whether there is any indication of impairment. If any such
indication exists, the asset’s recoverable amount is estimated (see bslow). Animpairment loss is recognised in income whenever the carrying amount of an asset
exceeds its recoverable amount. For the purposes of assessing impainment, assets are grouped together at the iowest levels for which there are separately
identifiable cash flows.
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53. Summary of significant accounting policies (continued)

The recoverable amount of an asset is the greater of its net selling price and its valug-in-use. The value-in-use is determined as the net present value of the future
cash flows expected 1o be derived from the asset, discounted using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. Any impairment of financial assets is based on the criginal effective interest rate attributable to the financial asset on acquisition.
Animpairment loss is reversed if there has been a change in the estimates used to determing the recoverable amount. An impairment loss is reversed only to the
extent that the asset’s carrying amount after the reversal doas not exceed the amount that would have been determined, net of applicable depreciation, if no
impairment loss had been recognised.

Share capital
Ordinary shares are classed as equity, External costs directly attributable to the issue of new shares are shown in equity as a deduction, net of tax, from the proceeds.

Where any Group ccmpany purchases the Company’s equity share capital, the consideration paid, including any directly atiributable incremental costs (et of income
taxes), is deducted from equity attributable to the company's equity holders until the shares are cancelled, reissued or disposed of. Where such shares are
subsequently sold or reissued, any consideration received, net of any directly attributable incremental transaction costs and the related income tax effects is included
in equity attributable to the company’s equity holders.

Borrowings

Borrowings other than bank overdrafis are recognised initially at fair value less attributabile transaction costs. Subsequent to initial recognition, borrowings are stated
at amortised cost with any difference between the amoeunt initizlly recognised and redemption value being recognised in the income statement over the period of the
borrowings, using the effective interest method.

Convertible redeemable preference shares

The convertible redeemable preference shares are regarded as compound instruments, consisting of a liablity component and an equity component. At the date of
issue, the fair value of the liability component is estimated using the prevailing market interest rate at the time of issue for similar non-convertible debt. The difference
between the net proceeds of issue of the convertible redeemabile preference shares and the fair value assigned to the liability component, representing the
embedded option t¢ convert the liability into equity of the Group, is included in equity (capital reserves).

lssue costs are apportioned between the llability and equity components of the convertible redesmable preference shares based on their relative carrying amounts
at the date of issue. The portion relating to the equity component is charged directly against equity.

The interest expense on the liability component is calculated by applying the prevailing market interest rate at the time of issue for similar non-convertible debt to
the liability component of the instrument. The difference between this amount and the interest paid is added to the camying amount of the convertible loan note.

Pensions

The cbligations of cefined benefit pension schemes are measured at discounted present value while scheme assets are measured at thelr fair value. The operating
and financing costs of such plans are recognised separately in the income statement; service costs are spread systematically over the working lives of the employees
concerned and financing costs are recognised in the periods in which they arise. Actuarial gains and Iosses arising from either experience differing from previous actuarial
assumptions cr changes to those assumptions are reccgnised immediately in the statement of recognised income and expense. Contributions to defined contribution
schemes are expensed as incurred. The retirement benefit obligation recognised in the balance shest reprasents the present value of the defined benefit obligation.

Provisions .

A provision s recogrised in the balance sheet when the Group has a constructive or legal obligation as a result of a past event and it is probable that an outflow of
economic benefits will be required to settle the obligation. If the effect is material, provisions are determined by discounting the expected future cash flows at a pre-tax
rate that reflects cument market assessments of the time value of money and, where appropriate, the risks specific to the liability.

A provision for onerous contracts is recognised when the expected benefits to be derived by the Group from a contract are lower than the unavoidable cost of
meeting its cbligations under the contract.

Provision is made for dilapidations that will crystallise in the future where, on the basis of the present condition ¢f the property, an obligation exists at the reporting date
and can be refiably measured. The estimate is revised over the remaining pericd of the lease to reflect changes in the condition of the building or other changes in
circumstances. The estimate of the obligation takes account of relevant external advice.

Trade and other payables
Trade and other payables are stated at cost.

Revenue

Revenue comprises rental income, senvice charges and other recoveries from tenants of the Group's investment and trading properties and proceeds of sales of its
trading properties, sales of electricity, water and steam to Utility customers and gas to Tipperary customers, Rental income inchides the net income from managed
operations such as car parks, food courts and serviced offices. Service charges and other recoveries include income in relation 1o service charges and directly
recoverable expenditure together with any chargeable management fees. Where revenue is obtained from the rendering of services, it is recognised by reference
to the stage of completion of the relevant transactions at the reporting date.
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Notes to the financial statements
continued

53. Summary of significant accounting policies {continued)

Rental ncome from investment property leased out under operating leases is recognised in the income staternent on & straight-line basis over the term of the lease.
Lease incentives granted are recognised as an integral part of the net consideration for the use of the property and are therefore aiso recognised on the same,
straight-line basis.

When property is et out under a finance lease, the Group recognises a recelvable at an amount equal to the net investment in the lease at inception of the lease.
Rentals received are accounted for as repayments of principal and finance income as appropriate.

Minimum lease payments receivable on finance leases are apportioned between finance income and reduction of the cutstanding receivable. Finance income is
allecated to each pericd during the lease term so as to produce a constant periodic rate of interest on the remaining net investrment in the finance lease. Centingent
rents, being those lease payments that are not fixed at the inception of a lease, for example increases arising on rent reviews, are recorded as income in the periods
irt which they are earned. Rent reviews are recognised as income when it is reasonable to assume that they will be received. Rent reviews are recoghised as income
based on estimates to be received or amounts received.

Surrender premiums received in the period from tenants vacating the property before the end of the leass are included in rental income,

Atrading property is regarded as eold when the significant risks and retums have been transfered to the purchaser. For conditional exchanges, sales are recognised
once all of the conditions are satisfied.

Income from Utilities and gas sales is recegnised on an accruals basis.

Share-based payments

The cost of granting share options and cther share-based remuneration to employees and directors is recognised through the income statemerit. The Group has
used the Black-Scholes option vaiuation model and the resulting veiue is amortised through the income statement over the vesting period of the options. The charge
is reversed if it appears ikely that the performance criteria wil not be met.,

Own shares held in connection with employee share plans or other share based payment arrangements are treated as treasury shares and deducted from eguity,
and no profit or loss is recognised on their sale, issue or cancellation.

Borrowing costs

Gross borrowing costs relating to direct expenditure on properties under development or undergoing major refurbishment are capitalised. The interest capitalised
is calculated using the Group’s weighted average cost of borrowing. Interest is capitalised as from the commencement of the development work until the date of
practical completion. The capitalisation of finance costs is suspended i there are profonged periods when development activity is interrupted.

All other borrowing costs are recognised in the Group income statement in the period in which they are incurred.

Income tax
Income tax expense represents the sum of the tax currently payable and deferred tax.

Deferred tax Is the tax expected to be payable or recoverable on differences between the camying amount of assets and liabilities in the financial statements and the
coresponding tax basis used in the computation of taxable profit, and is accounted for using the balance sheet ligbility method. Deferred tax iabilities are generally
recognised for all taxable temporary differences and deferred tax assets are recognised to the extent that it is probable that taxable profits will be available against
which deductble temporary differences can be utilised. Such assets are not recegnised if the temporary differences arise from goodwill (or negative goodwill) or from
the initial recegnition (other than in a business combination} of other assets and liabilities in a transaction that affects neither the tax profit nor the accounting profit.
No provision is made for temporary differences arising on the initial recognition of assets or liabilities that affect neither accounting nor taxable profit.

Indexation relief on land is recognised as a reduction of the deferred tax liability but not on the buildings unless the properties are in the process of being sold.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it is no longer probable that sufficient taxable profit
will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected o apply in the period when the liability is settied or the asset realised. Deferred tax is charged or credited
in the income statement, except when it relates to iters charged or credited directly to equity, in which case the deferred tax is also dealt with in equity.

Deferred tax assets and liabifities are offset when they relate to income taxes levied by the same taxation authority and the Group is entitied 1o settle its current tax
assets and liabiities on a net tasis,
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53. Summary of significant accounting policies (continued)

Segment reporting

Abusiness segment is a group of assets and cperations engaged in providing products or services that are subject to risks and returns that are different from those
of other business segments. A gecgraphical segment is engaged in providing products or services within a particular economic environment that is subject o risks
and returns that are different from those of segments operating in other economic environments.

The Group's primary reporting segments are geographical, The secondary reparting segments are by business activity.

Bividend distribution
Dividend distribution to the Company’s sharsholders is recognised as a liability in the Group’s financial statements in the pericd in which the dividends are approved.

Exceptional items
These are significant items which are separately disclosed by virtue of their size or incidence to enable a full understanding of the Group’s financial performance.

New standards
IFRS 6and 7 and IFRIC 4, 5, 6, 7, 8 and © have been issued but are not effective for the year ended 31 December 2005. It is believed that they will not have a material
impact on the financial statements on initial application.

54. Transition to Intemational Financial Reporting Standards
Significant differences between UK GAAP and IFRS as at 31 December 2004 are summarised as follows:-

IAS 40 - Investment property

Under IAS 40, aninvestment property is recognised in the accounts at fair value, with revaluation gains being taken directly to the Group income statement rather
than directly to the revaluation reserve as was previously reqguired under UK GAAP. Accumulated revaluation surpluses relating to investment properties as at the
transition date have been reallocated to retained earnings. This treatment does not, however, have any impact on the distributable profits. As at 31 December 2004
valuation gains relating to development properties amounting to £36.3 million are held within revaluation reserves under IAS 16 until the developments are completed,
at which point the surplus will be transferred to retained earnings.

IAS 12 - Income taxes
Under IAS 12, deferred tax is recognised on ‘temporary differences’ rather than timing differences, which has been the basis in the UK under SSAP 15.

Timing differences, which focus on profit and less movements, are the difference between the taxable amount and the pre-tax accounting profit that originate in one
reporting pericd and reverse in one or more subsequent periods. Temporary differences, which focus on balance shest moverments, are the differences between the
carrying amount of an asset or liability in the balance sheet and its tax base.

In many cases, the deferred tax provision is the same under 145 12 as under FRS 19. However, under FRS 19, deferred tax is not provided on the revaluation surplus
when a fixed asset is ravalued without there being any commitment or intention to sell the asset. IAS 12 requires deferred tax to be provided in these circumstances.
Whare the revaluation has been reflected directly in reserves, the deferred taxis also charged directly to reserves, with no impact on earnings.

The tax provision has been mitigated by recognising indexation allowances on the land element of the investment properties. As the Group has ne intention to sefl its
investment proparties, it cannot recognise the indexation relating to the building element. The amount remains as a contingent asset and is disclosed in note 32 of
these financial statements,

|AS 19 - Employee benefits

This standard continues the measurement requirements of FRS 17 for defined benefit pension schemes. In the Group’s 2004 financial statements these
measurement bases were disclosures whilst the accounts were drawn up under SSAP 24, The net effect for the year ended 31 December 2004 is to reduce profit
befcre tax by £0.7 millien. In addition, the prepayment recagnised under UK GAAP in respect of additional contributions (£0.5 million at 31 December 2004} s not
recognised under 1AS 19, while the net actuarial deficit of £41.5 million is recognised in full. Service costs, the expected return on pension scheme assets and interest
on pension scheme liabilities are charged in arriving at profit before tax, while experience gains and losses flow through the Staterment of recognised income and
expense, broadly equivalent to UK GAAP's Statement of Recognised Gains and Losses.

The Group has decided to take advantage of the exemption in IAS 19 in relation to defined benefit schemes not to adopt the corrider approach and has recogrised
in full the pension scheme deficit on the balance sheet.

IAS 31 - Interests in joint ventures and associate

Under UK GAAR the Group was required to recognise its share of the joint ventures’ and associate’s profit before interest and its share of interest and tax with the
Group figures on the face of the profit and loss account. The Group's aggregate share of the gross assets and gross liabilities of the joint ventures and associate were
shown separately on the balance sheet.
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Notes to the financial statements
continued

54. Transition to International Financial Reporting Standards (confinued)

IAS 31 alows companies 10 make a one-time choice as to whether joint ventures will be accounted under the equity methed or proporticnaily consolidated,
The Group has opted to use the equity method and report its joint ventures’ and associate’s profit after tax as a single line in the income statement and its share
of the net assets as a single line in the balance sheet. Additional disclosures will be made of the underlying income, expenditure, assets and liabilities for the joint
ventures, together with supplemental notes.

IAS 17 — Leases

IAS 17 requires a lease tc be classified as either a finance lease or an operating lease. A finance lease exists If substantially ail the risks and rewards are transferrad
to the tenant. The classification test is done separately for the land and buildings glements of a lease whereas under UK GAAP the test is done on the lease itself,
The Group has tested all of ifs leases and has established that the majority are operating leases. Some twelve finance leases have been identified and these are
accounted for as such.

The accounting treatment of a finance lease under IFRS is to assume that the building has been effectively soid to the tenant. A receivable is recognised in the balance
sheet at the inception of the lease at an amount equal to the net present value of the minimum lease payments. The impact on the baiance sheet at 31 December
2004 is to reduce investment properties by £21.7 million, increase receivables by £11.0 milion and reduce retained earnings by £10.7 million.

Under IFRS the rental income for the whaole property is splitinto three alements:
Rental income on the land;
Interest income on the debtor balance due from the tenant; and
Repayment of the debtor.

The impact on the previously reported 2004 UK GAAP net rental income is minimal.

Since the carrying value of the finance lease is not reassessed at each reporting date, the open market value of the building may differ significantly from the value of
the finance lease receivable at that date,

Where an investment property is itself subject to a head or groundlease, that headlease is treated as if it were a finance lease. In total four properties are affected,
leading to the recognition of a finance lease ligbility of £0.5 million at 31 December 2004 and an increase in the carrying value of the Group’s properties by £0.5 million.

IAS 10 - Events after the balance sheet date

1AS 10 requires that a liability should not be recognised in respect of a dividend until the paying compary has an obligation to make the payment. This would nommally
be when it was declared or approved at the annual general meeting in the case of the final dividend for the vear. As a result the 2004 proposed final dividend of £241.3
million is excluded from the IFRS balance sheet and written back to retained earnings.

IFRS alse reguires that dividends and distributions are presented in a different way to current UK GAAP. Under IFRS, dividends are not considered to be an expense
of the paying company so they are notincluded in the income statement. Instead, dividends are treated as a reserve item and are, therefore, presented in the
staternent of changes in equity alongside other transactions with sharehclders.

[AS 32 and 39 - Financial instruments
The Group has chosen to take the exemption permitted under IFRS from applying 1AS 32 and 39 in the year ended 31 December 2004. However, there arg a number
of effects on the Group’s financial staternents which apply from 4 January 2005.

a) Preference shares
Under UK GAAP the Group's cumulative redeemable convertible preference shares were shown within share capital on the Group's balance shest. Under IFRS
the shares are considered to be a form of debt with an embedded derivative (known as an equity instrument} in respect of the option for shareholders to convert.

The Group has therefore spiit the value of the shares between a financial liability (which is shown within liabilities) and an equity instrument fwhich is shown within
eguity). interest costs increase as a charge will arise in relation to the financial liability shown within liabilities. The effect of this accounting is to reduce the Group’s
et assets, reduce profits and increase liabilities.

There is no effect on the 2004 amounts as the Group has decided to apply 1AS 32 and 39 with effect from 1 January 2005 as allowed by the standards. However,
finance charges increase by £13.2 milien in 2003, as a result of this change in accounting policy.

b} Interest rate hedges and other derivatives

Under IFRS and as from 1 January 2005 the Group is required to recognise the fair value of its derivatives including interest rate hedges and currency swaps on
the balance sheet and moverments in those values within the income statement. Previously these were disclosed but not recognised in the Group's accounts.

The Group's interest rate hedges and currency swaps do not meet the strict criteria set out in the standard for hedge accounting. Although the Group is satisfied that,
sconormically, alt of its interest rate hedges do indeed offset interest rate exposures, the practical difficulty in forecasting accurately the amount and timing of cash
receipts and payments associated with investment portfolio transactions means that the 1AS 39 tests on hedge effectiveness may not be met. in addition, in many
cases, the length of the hedge could exceed the remaining term of the Group’s committed bank facilities. As a result shareholders’ funds have been reduced by
£2 .9 milion at 1 January 2005.
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54. Transition to International Financial Repotting Standards (Continued) |
c) Available-for-sale investments

Under UK GAAR, the Group accounted for its available-for-sale investments at the lower of cost and market value and these were shown in current assets on the
balance shest. Profits and losses arising from their disposal were taken to income,

Under 1AS 32, these investrments are carried at falr vaiue and classified in the balance sheet as available-for-sale investments under non-current assets. Movements
in fair value are taken directly to equity and recycled through the income statement when the investments are realised.

SiC-15 - Operating leases - incentives

The cost of rent free periods and other incentives given to tenants under operating leases are spread over the term of the lease rather than, as under UK GAAP,

to the first review to market rerts. Further, there are no transitional provisions so that incentives granted before IFRS came into effect have now been brought back
into account. This will change the timing but not the aggregate amount recognised in relation to lease incentives,

IFAS 3 - Business combinations
Goodwil arising on acquisitions is not amortised under IFRS, but is subject to impairment review at each reporting date.

The Group's property acquisition arising from the exchange of properties with Land Securities Group plc has been treated as an acquisition of 2ssets rather than a
business combination. Adustments have therefore been made in 2004 to remove the negative goodwill of £4.7 million and deferred tax of £4.1 million created under
UK GAAP,

IFRS 2 - Share-based payment

IFRS 2 requires the cost of granting share options and other share-based remuneration tc employess and directors to be recognised threugh the income statement.
The Group has used the Black-Scholes option valuation model and the resulting fair value s being charged through the income staterment over the vesting period of
the options. Fair value takes account of the likelihood of the options becoming in the money’ in the future, This results in a credit to the income statement in the year
of £0.4 million, which is net of provisions previcusly mads by the Group in respect of the cost of centain of the share-based compensation arrangements. Only share
based transactions after 7 November 2002 that had not vested by 1 January 2005 have been restated, as permitied by the Standard.

55. Restatement for International Financial Reporting Standards
Reconciliation of opening shareholders’ equity as previously reported under UK GAAP to International Financial Reporting Standards

Group Cormpany
Yearto 31 Yearte31 Yearto31  Yearto 3
December December December December

2004 2003 2004 2003
Note £m £m £m £m
Shareholders’ equity previously reported under UK GAAP 24482 21761 24462 21761
Effects of adepting IFRS
Proposed dividends 41.3 384 413 38.4
Proposed dividends receivable from subsidiaries - - - 45.0)
Business combinations 7.4 - - -

Valuation surplus of investment in subsidiaries - - {944.5) (799.4)

S OO N ;s W =

Operating lease incentives 9.4) 4.7 - -
Joint ventures and associate 8.2) 6.1) (46.2) (33.3)
Finance leases as lessor (10.7) (8.5) - -
Deferred tax {260.3) (225.0) 385 47.1
Pension scherne deficit {41.0) (22.5) (39.7) (28.7)
Fair value of share based payments 1 1.3 0.8 - -
Other (1.5 0.9 (1.2) {2.0)
Shareholders’ equity restated under IFRS 2,165 19424 14944 13532
Notes

1. 1AS 10 - Ordinary dividend excluded from the income statement. Recognised on the balance sheet when approved.

2. IAS 10 - Dividends receivable from subsidiaries excluded from the income statement. Recognised on the balance sheet when approved.

3. IFRS 3 - The acquisition of Bavenseft has been treated as a property acquisition. Goodwill and deferred tax on acquisition have been eliminated. Opted to apply this standard with effect
from 1 January 2004,

. 1AS 27 - Investment in subsidiaries held at cost. Previously held at valuation.

. SIC 15~ Lease incentives amortised over period of lease o to the first break whichever is the shorter.

. 1AS 28 & 31 - Equity aggount for the results of joint ventures and associate’s profits, including its share of valuation surpluses and deficits, interest and taxation as a one line entry in profit
before tax. The reduction in sharehc!ders’ funds arises principally from deferred taxation provided on revaluation surpluses. In the Company accounts the adjustment refates to reducing
the bock value of the investments from valuation to cost.

. 18317 - Finance leases included on the balance sheet as a debtor. No revaluation. Previously accounted for as nvestment property.

. IAS 12— Mainly deferred tax on investment property valualion surpluses, with movements in the income statement. Previously disclosed in the notes.

. 1AS 19— Recognise in full the cumulative deficits at the transition date 1 January 2004 - corridor approach not adopted.

10, IFRS 2 - Share option plans fair valued at the date of grant and costs taken 1o the income statement over the vesting period. Transitional exemption used.

OO =
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Notes to the financial statements
continued

55. Restatement for International Financial Reporting Standards (continued)
Group balance sheet - Reconciliation of assets, liahilities and equity betwsen UK GAAP and {FRS as at 31 December 2004

Investments
Asat Events after Property, Letting in Joint
31 December  thebalance Income plant & fees Employee ventures
2004 sheet date taxes  equipment Leases & other benefits & asscoiate
UK GAAP IAS 10 18512 1AS 18 AS 17 1AS17 1AS19 1AS 28831
£m £m £m £m £m £m em £m
Non-current assets
Investment properties 3,795.6 (276.8) (21.2) 9.9
Property, plant and eguipment 118.0 276.8
Negative goodwill 4.7
Finance lease receivables - 109
Available-for-sale investments 38.4
Investments in joint ventures and associate 92.3 8.2}
Deferred taxation asset 0.3
Total non-current assets 4,039.9 - - - {10.3} 9.9 - 8.2
Current assets
Inventories 1.9
Trading properties 1253
Finance lease receivables - 0.1
Trade and other receivables 84.0 9.8 {0.5)
Derivative assets -
Cash and cash equivalents 367.4
Total current assets 608.6 - - - 0.1 9.8 {0.5) -
Total assets 46485 - - - (10.8) {@.1) {0.5} (8.2}
Non-current liabilities
Borrowings 1,683.5
Obligations under finance leases - 0.5
Pension scheme deficit 1.2 40.3
Deferred tax provision 182.1 260.3
Provisions for liabilities and charges 18.3
Other creditors 15.2 1.9
Total non-current liabilities 1,910.3 - 260.3 - 0.5 1.9 40.3 -
Current liabilities
Borrowings 30.2
Tax liabifities 48.2 1.2
Trade and other payables 185.3 (41.3) 0.2 0.2
Derivative liabilities -
Total current liabilities 270.7 {41.3) 1.2 - - 0.2 0.2 -
Total liabilities 2,181.0 {41.3} 261.5 - 0.5 2.1 40.5 -
Net assets 2,467.5 413 (261.5) - (10.7) (2.2) {41.0) 8.2)
Equity
Called up ordinary share capital 138.8
Share premium account 339.1
Own shares held 5.2)
Other reserves 1,664.6 {14.0)
Retained earnings 308.9 413 (245.6) (10.7) 2.2} “41.0 8.2
2,4486.2 413 {259.6) {10.7) (2.2 {41.0) 8.2
Minority interests 21.3 (1.9
Totat equity 2,467.5 1.3 {(261.5) - (10.7) (2.2} 41.0) {8.2)
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55, Restatement for International Financial Reporting Standards (continued)

Share- Operating As at As at
based Business lease 31 December Financial 1 Jaruary
payments combinations  incentives Reserve 2004  insiruments 2005
FRS 2 IFRS3 SIG-15 transfers IFRS IAS 39 IFRS
£m £m £m £m em om £m
Non-current assets
Investment properties 35,0 3.452.7 3.452.7
Property, plant and sgquipment 394.8 394.8
Negative goodwil 4.7 - -
Finance lease receivables 10.9 10.9
Available-for-sale investments ' 38.4 4.1 425
Investments in joint ventures and associate 841 - 84.1
Deferred taxation asset 0.1 0.2 - 0.2
Total nen-current assets - 4.7 35.1) - 39811 4.1 3,085.2
Current assets
Inventories 1.9 19
Trading properties 125.3 126.3
Finance lease receivables 0.1 0.1
Trade and other receivables (1.4) 23.1 115.0 0.3} 114.7
Derivative assets - 3.8 3.8
Cash and cash equivalents 397.4 397.4
Total current assets - (1.4) 231 - 639.7 3.5 643.2
Total assets - 33 {12.04 - 46208 76 46284
Non-current liabilities
Borrowings 1,683.5 110.1 1,793.6
Obligations under finance leases 0.5 0.5
Pension scheme deficit 41.5 41.5
Deferred tax provision 4.1 01 448.4 448.4
Provisions for liabilities and charges 18.3 183
Other creditors (1.3) 15.8 15.8
Total non-current liabilities 1.3 4.1 Q.1 - 22080 110.1 23181
Current liabilities
Borrowings 38.2 .1 391
Tax lizbilities 47.4 1.0y 46.4
Trade and other payables 2.7) 1417 4.2) 137.5
Derivative liabilities - 6.7 6.7
Total current liabilities ) - - (2.7) 2283 1.4 2209.7
Total liabilities (1.3} 4.1) (2.6) - 24363 1115 25478
Net assets 13 7.4 (9.4) - 21845 {103.9) 2,080.6
Equity
Called up ordinary share capital 138.8 (34.0 104.8
Share premium accownt 3391 (98.2) 240.9
Own shares held 5.2) (5.2
Cther reserves 0.2 (523.6) 1,127.2 43.1 1,170.3
Retained eamings 1.1 7.4 {9.4) 523.6 565.2 {14.5) 550.7
1.3 74 {9.4} - 2,1651 (103.6) 2,061.56
Minority interests 19.4 0.3) 19.1
Total equity 1.3 7.4 9.4 - 21845 (103.9) 2,080.6

I1AS39 - Converlible preference shares are treated as debt with accrued interast and an ety element. Derivatives, and available-for-sale investrnents are stated at fair value, Previously,
preference shares were treated as share capital, derivatives were hedge accounted and available-for-sale investments were held at the lower of cost and realisable value.
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Notes to the financial statements
continued

55. Restatement for International Financial Reporting Standards (continued)
Group income statement — Reconciliation of reported profits between UK GAAP and IFRS for the twelve months ended 31 December 2004,

Investments
Year Events after in associate
31 December the balance Income Employee &joint  Investment
2004 sheet date taxes Leases benefits ventures property
UK GAAP 1AS 10 IAS 12 1AS17 1AS 19 IAS 288 31 1AS 40
£m £m £m £m em £m £m
Gross rental income from investment properties 2521 0.9)
Interest receved on finance lease assets - 0.9
Other property related income 13.1
Property cutgoings (34.3)
Net rental income 2309 - - - - - -
Proceeds on sale of trading properties 323
Carrying value of trading properties sold (28.4)
Trading property rental income 4.4
Property outgoings relating 1o trading properties {1.2)
Net income from trading properties 71 - - - - - ~
Income from sale of utilities and gas 35.1
Cost of sales 42.3)
Net income from utilities and gas (7.2) - - - - - -
Other investrnent income 100
Administration expenses (15.2) 0.2
Gain on disposal of property assets 62.3
Valuation gains and losses - 2.1} 164.0
Operating income 287.9 - - 2.1) 0.2 - 164.0
Finance costs (101.4) {0.9) 2.7
Finance income 6.7
Share of profit from associate and jeint ventures after tax 159 8.0
Profit before tax 2091 - - 2.1) (0.7} 10.7 164.0
Taxation —current and deferred 41.7) (35.8) 11 (14.7)
167.4 - (35.8) 2.1 0.7} 11.8 149.3
Preference dividends (11.2)
156.2 - (35.8) 2.1 {0.7) 11.8 149.3
Ordinary dividends 67.0) 87.0
Profit for the year 89.2 67.0 {35.8) 2.1 0.7} 11.8 1493
Aftributable to minority interests {1.6) - - - - - 04
Aftributable to equity shareholders 90.8 67.0 35.8) (2.1) .7 1.8 148.9
89.2 67.0 {35.8) 2.1) 0.7) 11.8 149.3
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55. Restatement for International Financial Reperting Standards (continued)

Effects of
changes in
Share- Cperating foreign Year
based Business lease  exchange 31 December i

payments  combinations  incentives  rates and 2004

IFRS 2 FRS 3 SIC-15 other IFRS

£m £m om £m £m

Gross rental income from investment properties 4.7 15 257.4
Interest received on finance laase assets 0.9
Other property refated income 0.3 13.4
Property cutgeings (4.9} (39.2)
Net rental income - - 4.7 (3.1) 2325
Proceeds on sale of trading properties 0.9 314
Carrying value of trading propsrties scld 0.7 (27.7)
Trading property rental incoms 0.2) 4.2
Property outgoings relating o trading properties 0.1 (t.1)
Net income from trading properties - - - 0.3 6.8
Income from sale of utilities and gas 0.3 35.4
Cost of sales {0.5) 42.8)
Net income from utilities and gas - - - (0.2} (7.4)
Other investment income ‘ 0.5 10.5
Administration expenses 0.4 0.1 (14.7)
Gain on dispesal of property assets 24 64.7
Valuation gains and losses 7.4 (8.6 6.0 168.7
Opetrating income 0.4 7.4 (3.9 52 459.1
Finance costs 2.3 (101.9)
Finance income 6.7

Share of profit from associate and joint ventures after tax 0.2 241
Profit before tax 0.4 7.4 (3.9 3.1 388.0
Taxation - current and deferred (1.1) 02.2)
0.4 7.4 3.9 2.0 285.8
Preference dividends 11.2)
0.4 7.4 3.9 20 284.6

Crdinary dividends -
Profit for the year 0.4 7.4 3.9 2.0 284.6
Attributable to minority interests - - - - (1.2)
Attributable to equity shareholders 0.4 7.4 3.9 2.0 285.8
04 7.4 (3.9) 20 2B4.6

1AS 10 - Ordinary dividend excluded from the income statement. Recognised on the balance sheet when approved.

1AS 12 — Mainly deferred tax on investment property valuation surpluses, with movemants in the income statement. Previously disclosed in the notes.

IAS 40— Investment property valuation surpluses taken to the income statement.

IAS 17 — Finance leases included on the balance sheet as a debior. No revaluation. Previously accounted for as investment property.

1AS 19 - Recognise in full the cumulative deficits at the trangition date January 2004 - corridor approach not adepted.

1AS 28 & 31 - Equity account for the results of joint ventures” and associate's profits, including its share of valuation surpluses and deficits, interest and taxation as a cne line entry in PBT.
IFRS 2 — Share option plans fair valued at the date of grant and costs taken to the incomne statement over the vesting period. Transitional exernption used,

IFRS 3 - The acquisition of Ravenseft has been treated as a property acquisition. Goodwill and deferred tax on acquisitionis eliminated. Opted to apply this standard with effect from

1 Jaruary 2004,

SIC 15 ~ Lease incentives amortised over period of lease or to the first break whichever is the shorter.
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Glossary

Diluted adjusted earnings per share

Earnings per share based on adjusted profit before tax, excluding exceptional
items and valuation gains/losses and after reflecting the dilutive affects of
preference shares and shares held by the ESOP trust properties,

Diluted adjusted net asset value per share

NAV per share adjusted to add back deferred tax associated with investment
properties and to reflect the dilution caused by preference shares and shares
held in the ESOP trust.

Adjusted profit before tax
Profit before tax exciuding exceptional gains and losses, property revaluations
surpluses and the gains and losses on derivative instruments.

Book value
The amount at which assets and liabilities are reported in the accounts.

Combined portfotio
The investment, development and rading properties of the Group, including
the relevant share of joint ventures' properties.

Development pipeline

The Group’s current development programme together with potential
schemes not yet commenced on land owned or controlled by the Group
of its joint ventures.

Dividend cover
Adjusted earnings per share divided by the crdinary dividend per share.

Earnings per share (EPS}
Prcfit after taxation attributable to ordinary shareholders divided by the
weighted average number of ordinary shares in issue during the year.

Estimated rental value {ERV)
The estimated market rental value of lettable space as determined biannually
by the Company’s valuers, This will narmally be different to the rent being paid.

Initial yield
Annualised current passing rent expressed as a percentage of the property
valuation.

Hectares (ha)
The area of land measuremnent used in this report. The conversion factor used,
where appropriate, is 1 hectare = 2.471 acres

Joint venture

An entity in which the Group holds an interest and is jointly controlled by the
Greup and one O more ventures under a contractual arrangement whereby
decisions on financial and operating policies essential to the operation,

performance and financial position of the venture require each venture's consent.
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Net asset value (NAV) per share
Equity sharcholders’ funds divided by the number of ordinary shares in issue
at the period end.

Over-rented
Space that is let at a rent above its current ERV.

Passing rent
The annual rental income receivable which may be more or less than the ERV
(see over-rented and reversionary),

Pre-let
Alease signed with an coccupier prior to completion of a development.

Reversionary or under-rented
Space where the passing rent is below the ERV.

Reversionary yield
The anticipated yield, which the initial yield will rise to assuming the rent
reaches the ERV.

Square metres {sq.m.)
The area of buildings measurements used in this report. The conversion factor
used, where appropriate, is 1 sguare metre = 10.639 square feet.

Total return
Dividends plus annual growth in diluted adjusted ret asset value.

Total Developrment Cost

All capital expenditure on a project including the opening book value of the
property on commencement of development, together with all finance costs
capitalised during the development.

Trading properties
Properties held for trading purposes and shown as currant assets in the
Balance Shest.

Voids
The area in a property or portfolio, excluding developments, which is currently
available for letting.
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Teiephone: (33) 1 56 82 31 31

Fax: {33) 1 56 89 31 35

e-mail: info@sloughdevelopments.fr

Directors and Officers

Chaimman
P D Orchard-Lisle CBE, TD, DL

Executive Directors

| D Coull - Chief Executive

J AN Heawood — UK Property

R O Kingston — Continental Europe
M D Lees — North America

*D J R Sleath — Finance Director

Non-Executive Directors
Lord Blackweli

S L Howard

The Rt Hon Lord MacGregor
of Pulham Market PC, CBE
AW Palmer

C A Peacock

THW Wernink

Belgium

Slough Properties NV

De Kleetlaan 4, bus 8

1831 Diegem

Belgium

Telephone: (32) 2 714 0600

Fax: (32) 2714 05819

e-mail: info@sloughproperties.be

Germany

Slough Commercial Properties GmibH
Berliner Allee 51-53

40212 Disseldorf

Germany

Telephone: {4Q) 211 487650

Fax: (48} 211 49765111

e-mail: info@sloughestates.de

The Nethertands

Slough Estates Mainland

Wegalaan 35

2132 JD Hoofddorp

The Netherlands

Telephone: {31) 23 55 44 020

Fax: (31) 23 55 44 030

e-mail: info@sloughestates-mainiand.nl

France

Slough Developments {France) SA
20, rue Brunel

75017 Paris

France

Telephone: (33) 1 56 89 31 31

Fax: (33) 1 56 83 31 35

e-mail; info@sloughdevelopments.fr

Secretary
J R Probert

Executive Committee
R G Bell - Head of Group Strategy
| D Coull - Chief Executive

A S Gulliford — Diractor, Corporate Acquisitions

Central Europe

Slough Estates BV
Hoogbrugstraat 11

PO. Box 3013

8202 NA Maastricht

The Netherlands

Telephone: (31) 43 324 24 24
Fax: {31) 43 326 51 94
e-mail: info@sloughestates.nl

Poland

Slough Estates Polska Sp. z.¢.0.
ul, Zichicka 35

60-164 Poznan

Poland

Telephone: (48) 864 94 95

Fax: (48) 864 94 99

e-mail: info@sloughestates.pl

Czech Republic

Siough Estates CR s.r.o.

Na PrikopE ¢ / 11

110 00 Praha 1

Czech Republic

Telephone: (420} 22 234 963
Fax: (420) 224 237 073
e-mail: info@sloughestates.cz

Hungary

Slough Estates Hungary kit
Téth Larine u, 31

1126 Budapest

Hungary

Telephone: (36} 1 214 6636
Fax: {36) 1 214 6639

e-mail: info@sloughestates.hu

J AN Heawood — Executive Director, UK Property
W E Hens — Managing Director, Continental Europe

R D Kingston — Executive Director, Continental Europe
M D Lees — Executive Director, North America

J R Probert - Group Secretary

D J R Sleath — Executive Director, Finance

J | Titford — Director of Human Resources

M J Waring ~ Director of Corporate Communications
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