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The Directors present the Annual Report for the year ended

31 December 2012 which includes the business review,
governance report and audied financial statements for the year
References to ‘SEGRCO, the ‘Group, the ‘Company, ‘we’, or
‘our’ are to SEGRO plc and/or its subsidiznes, or any of themn as
the context may require Pages 1 to 67, inclusive, of thrs Annual
Report compnse a Directors Report that has been drawn up
and presented in accordance with Enghsh company law and the
liabilies of the Directors n connection with that Report shalt be
subject to the limitations and restnctions provided by such law

The Annual Report contains forward looking statements
For further informatron see the inside back caver
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SEGRO is a leading owner, asset
manager and developer of modern
warehousing, light industrial and
data centre properties, with £4.7
billion of assets (including our share
of joint venture assets) principally
concentrated in London’s Western
Corridor (including the Thames
Valley) and in key conurbations in
France, Germany and Poland, as well
as suburban office buildings in the
Thames Valley, Brussels and Milan.

The Group serves over 1,300
customers spread across a diverse
range of industry sectors. lthas 5.3
million square metres of built space
and a passing rent roll of £318 million.

SEGRO IS A REAL ESTATE INVESTMENT TRUST (REIT}

AND IS LISTED ON THE LONDON STOCK EXCHANGE

A Real Estate Investment Trust (REIT) 15 a qualifitng entity which has elected to be treated as a

REIT for tax purposes In the UK, such entities must be listed on a recogrused stock exchange,

must be predominantly engaged in property investenent activites and must meet certain ongoing
qualificatons Entities whuch elect for REIT status are exempt from UK corporation tax on the profits

of their UK property rental business, provided that they distribute 90 per cent of these to shareholders
SEGRO plc and its UK subsidianes elected for REIT status with effect from 1 January 2007
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OUR HIGHLIGHTS

EPRAPROFT BEFORE TAX

£144.9 mon

PROFATALOSS) BEFORETAX?

£(202.2) miuon

PORTFOLIO VALUE?

£4.7 siuon

1 Asreferred 1o mn note 2 of the finanaal statements.
2 Inchades property valuabion moverments

3 Indudes Group share of properties held within jont ventures

4 Asreferred lo m nate 14 of the finanaal statemants
5 As refered 1o i note 13 of the finanaal Katsments

EPRA EARNINGS PER SHARE!

19.3 pence

TOTAL DIVIDEND PER SHARE®

14.8 pence

EPRA NET ASSET VALUE PER SHARE*
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CHAIRMAN'S
STATEMENT

-
OVERVIEW

2012 has been a year focused on
delivering against our strategic objectives,
set out In November 2011, to reshape the
portfolio and drive operational excellence
across the business Agatnst those
objectives, we have made good progress

Firstly, we have achieved £700 mullon of non-core asset
disposals since January 2012 Gincluding £152 mullion of
disposals after the year end), which exceeded our own initial
expectations and included the sale of three of the six large
non-strategic assets identified as part of our strategic review

Secondly, in line with our strategy, we have reinvested some
of the disposal proceeds into the acquisition of two logistics
portfohes and into a number of profitable development projects

Thirdly, we reduced net borrowings by £213 million to

£2,090 3 miflon, before taking inte account the addiional

sale proceeds received since the year end We have also been
delivenng on our commutment to bulld cntical mass using third
party capital, having partnered with Moorfield Group to acquire
one of the two logistics portfolios referred to above

Lastly despite the challenging economic conditions, we have
continued to deliver strong operational results dunng the year
Our core portfolio 1s concenirated in the most resllient areas In
the UK, France, Germany and Poland and this, combined with
the limited supply of good-quality product in those markets,
has supported goed levels of occupancy, despite the wider
unsettled macro-economic conditions As a result of this, and
the expertise and commitment of our team, EPRA eamings
per share has increased by 49 per centto 19 3 pence

There have also been some challenges dunng the year In luly,
Neckermann, the Frankfurt-based mail order company, filed
for msolvency Thus has affected the valuation of the asset

and will see the loss of about £12 million of ncome n2013
Addinonally, our EPRA net asset value per share has reduced
to 294 pence per share, compared with 340 pence a year ago
Whilst our core warehoustng, ight Industrial and data centre
property valuations have remained very resilient, our non-core
assets (ncluding the Neckermann site) and our suburban
offices in the Scuth East of the UK with shorter lease lengths
have seen a significant reduction m their valuation

These adverse property valuation movements resulted n our
loan to value ratio Increasing from 49 per cent to 31 per cent.
We remain committed to reduang our leverage over ime but
continue to believe this cbjective should be balanced against
opportunities for profitable iInvestment in the near to mid-term

Overall, it has been a successful year for the Group and we
have made good progress towards our goal of creatinga
leading income-focused RET The Board 1s thankful to all
employees for their hard work and diligence in delrvering
these results

DIVIDEND

The recommended final dividend of 99 pence per share
{2011 99 pence) will be paid as a Property Income
Distnbution, gning a total dvidend for the year of 14 8 pence
(2011 14 8 pence) The final dvidend will be paid on 26 Apnl
2013 to shareholders on the register at the dose of business
on 22 March 2013 As previously stated, the Board expects
to at least maintain the dividend throughout the reshaping
process, and 1s committed to a progressive dividend policy

in the longer term

The Board continues to offer a Dvidend Reinvestment Plan
for the 2012 final ddend

BOARD CHANGES

In September 2012 we announced the appaintments of
Chnstopher Fisher and Margaret Ford as Non-Executive
Directors, with effect from 1 October 2012 and 1 January
2013, respectively Both have a broad range of expenence and
are providing valuable input to the Board

Andrew Palmer, Senior Independent Director, and Chns
Peacock, Chairman of the Remuneration Commuttee will retire
from the Board at our AGM in Apnl 2013, both having served
rine years as Non-Executive Directors On behalf of the Board,
I thank themn both for their wise counsel and contrnibutions

to the business over that tme Margaret Ford will become

the Senior Independent Director and Chairman of the
Remuneration Committee after the AGM

NIGEL RICH CBE
CHAIRMAN
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SEGRO TODAY

S
OUR BUSINESS

SEGRO 15 a leading owner, asset manager and
developer of modern warehousing, hight industrial
and data centre properties (collectively referred

to as ‘ndustnal properties’) with £4 7 bilon of
assets (Including our share of joint venture assets)
principally concentrated in London’s Western
Corndor (including the Thames Valley) and 1n

key conurbations in France, Germany and Poland
We also own suburban office bulldings in the
Thames Valley, Brussels and Mitan

In the UK, we have a leading market posihon around Heathrow with

£0 6 billion of assets (induding our share of joint venture assets) in some

of the most sought-after arside and off-airport locabons We have a £0 6 billion
portfolio at Park Royal and Greenford, which has become a pnmary focus

for businesses seeking ‘urban logistics’ space to service Central London

We also own the £1 0 bilkon Slough Trading Estate, which is a well established,

modermn business park in the Thames Valley and has also grown to become
one of Europe s largest data centre hubs

In Continenta! Europe, we have £1 6 billion of warehousing and kght industral
assets concentrated tn attractive sub-markets such as the lle de France region
around Pans, which shares similar charactenstics to Greater London, the Rhane
Rhir region in Germany and key markets in Poland

P
OUR STRATEGY |

In November 2011, we set out our strategy to
address areas of historical underperformance and
deliver better future returns to our shareholders
Our ambition 1s to be the best owner-manager and
developer of ‘industrial’ properties in Europe and

a leading income-focused REIT We are aming to
delver attractive returns for shareholders in the
form of a low-risk, progressive dividend stream,
supported by long-term growth in net asset

value per share

In order to achieve that vision, we are creating a portfolio compnsed
predominantly of modern warehousing, light industnal and data centre
assets which are well specified and located, wath good sustanability
aedentals, and which wall benefit from alow structural void rate and
refatrvely low-intensity asset management requirements These assets will

be concentrated in the strongest sub-markets which have attractive property
market charactenstics, mcluding good growth prospects and limited supply
avatlability, where we already have, or can achieve, cntical mass We believe
such a portfolio shoutd deliver attractive, low nsk income retums, with above
average rental and capital growth when market conditions are positive and
show resilience 1n a downtum We aim to enhance these retums through
development, but seeking to ensure that the ‘drag associated with holding
land does not outweigh the potential benefits Our overall portfolia strategy
will be underpinned with an efficent overhiead structure and refatively
modest financial leverage through the cyce

Fundamental to the implernentation of our strategy are two key
pillars of acmaty

—  Dsoplined Capital Allocation, which consists of picking the nght
geographical markets and assets, creaing the nght portfolio shape
and actively managing the portfolio compaositian in order to ime the
property market cycle and indvidual asset lifecycles, and,

—  Operational Excellence, which consists of optimising performance from
the portfolio through customer service, expert asset managefment,
development and operatonal efficency

Through Disciplined Capital Allocation and Operational Excellence we aim
to apply our business model of ‘Buy Smart, Add Value and Sell Well’ with the
geal of produang attractive, ncome-onented total property returns {TPR"}
We believe that strong TPR, if underpinned by the nght capital structure and
a fean overhead base, should translate it the attractive shareholder refurns
referred to above

In order to wmplement our strategy, we setout a plan which has four key
pnorties to reshape the existing partfolio by divesting non-core assets and
renvesting 1n our core markets and asseltypes, reduce finanaal leverage
and dnve operational performance across the business

These pnenties, and our progress against each of them dunng the year, are
detatled further on pages 11-121n the Chief Executive’s Review

e
OUR EXECUTIVE MANAGEMENT TEAM

DAVID SLEATH* JUSTIN READ* ANDY GULLIFORD PHIL REDDING LIZ REILLY
CHIEF EXECUTIVE OFFICER GROUP FINANCE DIRECTOR CHIEF OPERATING OFFICER CHIEFINVESTMENT OFFRCER GROUP HRDIRECTOR
*Main Board members
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OUR STRATEGY
MODEL

Qur strategy 15 focused on the two key

pilars of Disaplined Capital Allocation and
Operational Excellence which, if underpinned
by an effiaent and prudent capital structure
and lean support functions, should translate
tnto attractive shareholder retumns

OUR GOAL

THE BEST
OWNER-
MANAGER AND
DEVELOPER OF
INDUSTRIAL
PROPERTIES

AND A LEADING INCOME-FOCUSED REIT

OUR DISCIPLINED
STRATEGY CAPITAL OPERATIONAL
ALLOCATION EXCELLENCE
ALLOCATE CAPITAL TO THE DELIVER GREAT CUSTOMER
MARKETS AND ASSETS LIKELY SERVICE AND OPTIMISE
TO PRODUCE THE BEST PERFORMANCE FROM
RISK ADJUSTED RETURNS OUR ASSETS

EFFICIENT CAPITAL AND CORPORATE STRUCTURE

UNDERPIN OUR PROPERTY PERFORMANCE WITH AN EFFICIENT AND PRUDENT CAPITAL

STRUCTURE AND LEAN SUPPORT FUNCTIONS
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1

OUR BUSINESS
MODEL

Through Disaphned Capital Allocation and
Operational Excellence we aim to apply our
business model of ‘Buy Smart, Add Value and
Sell Well ' This means carefully assessing and
vrring the acquisinon of land and buildings,
being an expert developer and applying asset
management imtiatives to Increase income and
add value to our portfolio Equally crifical 15 the

arystallisation of gains at the nght stage of an
asset's ifecycle and the overall market cyde
so that those gains can be recycled back into
new opportunities

T
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OUR CUSTOMERS | racustons

CUSTOMER TYPE CUSTOMER TYPE

1 Deutsche Post Transport & 11 Jacobs Engineenng &
Delvening first-class customer service 1s a key (DHL) distribution Engineenng electrical
aspect of our prionty to dnve Operational 2 Teleforuca O2 Communications & 12 Equinix Communications &
Excelfence across the business technology technology
Our properties are occupied by more than 3 IAG(BA/BMD Transport & 13 DAHER Transport &
1,300 customers across a wide range of industry distnbubon distnbunon
sectors and geegraphies While retalers, ight 4 Infimty Communications & 14 FedEx Transport &
industrial businesses and third party logistics technology distnbution
operators continue to account for the majority 5 Royal Mal Transport & 15 Antalis Timber, paper
01: ;equm:ments in our market, t!;T str:Jc;ural distnbubion & pnnting
shift in intemet consumption and local shopping
15 noticeably sumulating demand for large 6 Mars Food 16 Savwis iﬁr:;; nucations &
warehouses and smaller, edge-of-town or ‘urban Y
logrstics' warehouses, with parcel carners being 7 Sainsbury’s Retail 17 Ducros Express Transport &
particularly active In leasing new space The distnbution
ongoing growth In requirements for electronic 8 Alcatel-Lucent Communications & 18 Lonza Chemucals &
data storage solutions has also continued 16 fuel technology commodihes
dermand for data centres in and around major 9 UCB Chemicals & 19 Barclays Bank Financiat
financal centres commodines

10 Tesco Retail 20 Booker Retail

006 SEGRO ANNUAL REPORT & ACCOUNTS 2012
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OUR MARKETS

As part of our strategic portfolio reshaping,
our assets will be concentrated in the strongest
sub-markets whtch have attractive property
market charactenstics, including good growth
prospects and a linited supply availability,
where we have, or can achieve, cnitical mass

The portfoho s well balanced, with 92 per
cent of assets In key Western European
geographies {of which 66 per cent s in the
UK), and the remaining 8 per centinvested in
emerging Central European locations

OUR PRODUCTS

Our £4.7 billion portfolio 1s concentrated
in modern and well-located properties
covering more than 5 milfion sq m across
three product categories

LARGER LOGISTICS WAREHOUSES

24 per cent of our portfolio by value 15 invested in larger
distnbution warehouses, typically over 10,000 sq m, serving
the logistics industry These types of assets attract a range of
occupiers ncluding large retailers, manufacturers and logistics
service providers OFten with relatively long leases, sirong
occupler covenants, and lmited ongoing capital expenditure
requirements, these properties offer secure and attractive
Income returns

SMALLER WAREHOUSES AND LIGHT

INDUSTRIAL BUILDINGS

48 per cent of our partfolio by value 15 invested in mult-
occupler hghtindustrial estates, typically compnsing units

of 10,000 sq m or less, which are built to suit 2 wide vanety

of customer requirements These estates are located in and
around major conurbations offenng good road access, making
thern ideal centres for the distibution of goods direct to the
customer, to retait uruts or for business-to-business distnbution

HIGHER VALUE USES

We seek to generate additonal rents and returns by exploiing
opportunities to redevelop industnal land into higher value
uses such as data centres, suburban offices, trade counters,

car showrooms, research and development fachties, or self-
storage centres These sub-sectors represent 21 per cent of our
portfolio by value, including 25 data centres

TOP

Tulipan Park, Warsaw BOTTOM LEFT
MIDDLE LEFT Data Centre, Slough
La Couneuve lle de Trading Estate
France BOTTOM RIGHT
MIDDLE RIGHT Audi Garage, Slough
Spacewaye, Heathraw Trading Estate
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STRONG
DEMAND
DRIVERS FOR
MODERN
WAREHOUSE
SPACE

We believe that a focus on high-
quality and well-located ‘industnal’
property, predominantly
compnised of warehousing, hght
industrial and data centre assets,
provides a good basis from
which to deliver attractive returns
for shareholders Over the last
25 years, total retums from
industrial property, as measured
by the UK 1PD Index, have been
higher than from retall and office
sectors, principally due to the
higher income returns (e yields)
typically avallable

Increased levels of intemational trade, the
outsourang of distnbution by manufacturers
and retailers and growth in consumer spending
have created robust demand for warehousing
space over this penod The opportunity 1o convert
industnal land to higher-value uses’ such as
offices, retall unas or trade counters, has also
enhanced the returns available from owning
industnial property More recently, growth in
hrgh-tech’ manufactunng and the engineenng
services sector, the pressure for more effioent
supply chains and the trend towards online and
convenience shopping have all been dnving
dernand for modem warehouses Additionally,
growth in the finanaat services and technology,
media and telecormnmunications sectors has been
feeding requirements for new data centres

We believe that these trends are likely to continue
In the years ahead and will serve to provide
robust levels of demand for modern, well-located
property

Our urban logsstics and data centre portfolios are
two excellent examples of how we are positioning
ourselves to benefit from some of the trends
discussed above In addition, our Chief Investment
Officer, Phil Redding, tatks in more detail on pages
22~23 about supply and demand dynamics n

the ‘big box’ logisbcs market and how we have
strengthened our platferm through the acquisition
of two pnme logishics portfolios dunng the year

P —
URBAN LOGISTICS

One of the key trends we are seeing 1s

nsing demand for ‘urban logistics’ space from
businesses, particularly retailers, to senice major
conurbatons Al our Park Royal and Greenford
estates in West London we have a range of
existing customers, such as H&M and Samsbury’s
servirg their London store networks We also
completed a lzrge letting at Heathrow dunng the
year to Wincanton, a third party logistics provider,
which is contracted to supply Mornsons’ West
London convenience stores.

At our new development at La Coumneuve,
located next to the A86 nng road dase to the
centre of Pans, we completed a letting to Chateau
D'Eau, a leading distnbutor of water to offices
From here It delivers to chents in the city centre
and suburbs of Pans We also let space at the

008 SEGRO ANNUAL REPORT 8 ACCOUNTS 2012

estate to a major global parcel company, which
chose the location for its proximuty to Pans aty
centre and Charles de Gaulle Airport Asa

result of these two letings, our new 8,500 sqm
speculative development 1s now 80 per cent let.
Casino, the supermarket chamn, also delivers to
800 stores n Pans daly from our 28,000 sq m
cold starage kality in Gonesse, just north of Pans

The last rrule solution” 1s alse becoming
increasingly entical for e-retaslers, needing to
delver directly to their custormers within short
lead tirmes We are starting to see demand
manifest itself through third party parce! delivery
companues, such as Fedex, UPS, Geopost/DPD
and DHL Express

The major supermarket chatns are also embraang
2 new type of ‘dark store’, or dot com only store,

to meet the nsing demand for home delivery

Our estates In West London and the lle de France,
postioned onthe edge of large conurbations, are
ideally situated to take advantage of these changes
to supply chains

ABOVE
Casino in Gonesse
lle de France

LEFT
Geopast,
Enfield

BELOW LEFT
Premier Park,
Park Royal




DATA CENTRE
PROVIDERS

Advances in technology and the growth of the
internet have become key drivers of demand
for data centre faclities This ts coming from
corporates, such as financial institutions,
managing their infformation and communication
technology infrastructure in-house, managed
services providers, and <o-location operators
providing outsourced services

Duning 2012, we continued to build our data
centre portfolio, reinforang our position as one
of the UK’s leading providers of data centre
facilities We now have 25 data centres in the UK,
totaling 144,000 sq m, let to a range of financial
instrtuhons, telecoms companies and specialist
third-party providers

For mission-critical facilities prowiding real tme
back-up, there are a number of factors which
dictate location At SEGRO, we are proud that
the Slough Trading Estate has become home to
17 data centres as a result of it meeting industry
location requirements, such as a close proximity
to Central London, dua! power supply and
excellent network connections This includes
three new facihbes developed at the Estate dunng
the year, for Gyron, Infinty and one other major
provider, totalling 20,300 sq m Qur remainng
facilities are located on the outskirts of London
and at IQWinnersh

Qur data centre portfolio 15 a good example of
how we have applied our strategy to develop
tugher-value uses on industnal land For SEGRQ,
the bult cost per sq m for such assets 1s broadly
comparable to that of our light ndustnal units but
we are achieving premium rents Additionally,
due to the investment required by our customers
to fit out a data centre, lease lengths are typically
1n excess of 15 years

Through the portfolio we have bult, we have
developed a strong understanding of the
specification, power supply, connectivity and
secunty issues that are of such importance to
our custorners We are now keen to use our
expertise to expand our data centre portfolio
inta Continental Europe, focusing on Pans
and Frankfurt.

TOP AND ABOVE RIGHT
Infiruty Slough Trading Estate

ABOVE LEFT
Gyron, Slough Trading Estate

We are delighted that our new facility in Slough

ts complete and ready for clients to lease This

site offers custorners a whole range of dedicated,
shared and modular co-location solutions to meet
their exact needs in 2 low-nsk area with low fibre
latency to London

Infinity Slough will provide much-needed data
cenire capaaty in the Thames Valley area, home
to many of Europe’s teading IT and computing
companies and a hub of national sigrificance The
area already has an extremely high concentration
of commurications companies, and it will become
increasingly significant in the future dueto
initiatives such as Crossrall

Infinity Slough s a fantastic addition to our
portfolio of data centres in and around London,
further strengthening and extending our offer
to clients”

STUART SUTTON
CEOQ at Infinity {January 2013}
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CHIEF
EXECUTIVE'S
REVIEW

INTRODUCTION

We are pleased with the progress

made by the business over the past year
Our strong operational performance In
2012 has driven good earnings growth
Through disposals, selective acquisitions
and development, we have taken
substantial steps forward with our
strategy to build a high-quality portfolio
of modern, well-located warehouses,
hght industrial and data centre assets

010 SEGRO ANNUAL REPORT 8 ACCOUNTS 2012

ADVANCING OUR STRATEGY TO BECOME

A LEADING INCOME-FOCUSED REIT

In November 2011, we set out our strategy, which 1s detaled
©on pages 4-5 of this report, to address areas of histoncal
underperformance and deliver better future returns toour
shareholders

In order to implement our strategy, we setout a dear plan
with four key pnonies

01 Reshaping the existing portfolio by divesting non-tore
assets which do not meet our strateqgic and finanaal
cntena and reduang non-income producing assets as
a proportion of the total portfolio,

02 Seeking profitable growth by reinvesting N core markets
and asset types by taking advantage of attractive
development and acquisihon opportunites,

03 Reduang net debt and financal leverage over time and
ntreduang further third party capital where appropnate,
and

04 Dnving our operational performance across the business
through greater customer focus, knowledge sharng,
effiaency umprovements and cost reductions

©Our focus throughout 2012 has been on delivenng against
these four pnonties and making further progress towards
our ambition of being a leading owner, asset manager and
developer of industnal properties and a leading income-
focused REIT

Against our strategic priorities we have
made considerable progress in the first
full year of our three to five year
journey to reshape our portfolio,

reduce the level of net borrowings and
drive further improvements in our
operational performance. We will
continue to work towards each of
these objectives in the current year
and beyond.

DAVID SLEATH




PROGRESS
AGAINST OUR
STRATEGIC
PRIORITIES

RESHAPING THE
EXISTING PORTFOLIO

The first of our strategic prionbes is to reshape the partfoho and
focus on high-quality modern warehousing, ight industnial and
data centre assets in the strongest sub-markets

We dentified non-core assets for disposal with a value of

£1 4 tillion at 31 December 2011, Induding six large non-
strategic assets with a combined value of £515 milion These
are a combination of manly older, more secondary and higher-
vacancy estates, as well as investments In sub-scale or weaker
markets, which we do not believe have the nght charactenstics
to contnbute to our objective of delivenng better future returns
for our shareholders

Since that time, we are pleased Lo have made significant
progress with our portfolio reshaping programme, exceeding
our target of completing £300 miflion to £500 million of
disposals in 2012 Since January 2012, we have completed the
sale of £700 millon of non-core assets (of which £152 puillton
occurred after the year end), including £228 million from the
sale of three of the six [arge non-strategic assets we previously
identified (IQ Farnborough and the Thales campus in the

UK and the MPM stte in Gerrnany, our first maor disposal in
Continental Europe)

In aggregate, the £700 million of disposals were completed at
a3 6 per cent discount to December 2011 book values and

at an average exityield of 72 per cent. The disposal proceeds
helped us to reduce net borrowings and provide funds for
retnvestrment in acquisiion and development opportuniies,
as explained on the following page

Based on the portfoho valuation at 31 December 2012, and
induding the above disposals, we now have £583 millen of the
onginal non-core assets remaining This indudes £177 milion
relating to the three remaining large non-strategic assets,

£353 million refating to other mainly smaller industnal assets
and £53 million relatng to land holdings

The three large non-strategic assets are all located in
Continental Europe Pegasus Park, an establshed office park
near to Brussels Airport, our part-developed office site, Energy
Park at Vimercate in italy, and the former Neckermann site

in Frankfurt. tn the present environment, investrent market
appetite for such large, relatvely bespoke assets 15 limited

and this has adversely affected their valuavon performance
duning 2012 Whilst we will continue to evaluate options for
divestment, we anticipate that it may take some years to reach
the optimum point at which the Group will fully exit from these
properties, in the meantime, our operational team will continue
to actively manage the assets, seeking to maxumise the income
and retums

In contrast, the remaining £406 miflion of non-core assets

and land (comprising £169 million in the UK and £237 million
in Continental Europe), whilst secondary in nature, generally
represent more hquid ot sizes We expect the majonty of these
assets to be sold over the next two years, in line with the ime
frames we set out for our strategy in November 2011, subject
to the completion of vanous asset management initiatives and
market demand

Duning 2013, we aim to dispose of between £300 millien and
£500 millon of assets, induding the £152 million of disposals
completed after year end Our disposals in 2013 are likely to
compnise both sales of previously identified non-core assets

as well as other assets which are now deemed suitable for
‘recyching’ as part of our ongoing approach to actively manage
the portfolio

DISPOSALS DISPOSAL NET
PROCEEDS INITIAL
MONTH PORTFOLIO/ASSET ACQUIRER Em) YIELD (%)
2012
February Four regional UK estates Ignis 712 63470
April 1Q Farnborough Harbert/XLB 921 64/6 8
June Four regronal UK estates Harbert 2045 67174
July 10 regional UK estates UK Institution 110 84/89
Vanous Other UK non-core assets Vanous 436 e s
Vanous Other CE non-core assets Vanous 257 77IT
SUB TOTAL 5481
2013
January Thales in Crawley, UK L&G Property 800 59/59
February MPM in Munich, Germany Private investor 56 0 7979
Vanous Other non-core assets Vanous 163 7HTT
TOTAL 7004 7277

1 Indluding the benafit of lease incentive lop-ups

£700m

of non-core asset
disposals, ncluding
three of the six large
non-strategic assets

£583m

of non-core assets remaming
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CHIEF EXECUTIVE'S REVIEW CONTINUED

SEEKING PROFITABLE
GROWTH THROUGH
DEVELOPMENT AND
ACQUISITION

Our second strategic prionity 1s to seek profitable growth
by resnvesting in core markets and asset types by taking
advantage of attractive development and acquisiion
opportunities which are expected to meet, or exceed, our
targeted rates of return and which will contribute to the
desired shape of our overall portfolio

We have imvested, or committed, £218 million of capital
expenditure into 21 projects completed dunng the year,
including major developments for leading companies such as
D8 Schenker, Rolls-Royce and Decathlon, and into our current
development pipeling, which comprises 14 projects approved,
contracted or under construction Such projects are expected
to provide a valuable source of new rental income and are a
profitable way to add high-quality, modern properties to the
portfolio and build cntical mass

We have also completed lwo sigruficant portfolio acquisiions
which wall strengthen our logistics platform m our target
markets in the UK and France and which partly offset income
lost through disposals

In January 2012, we completed the acquisiion of a 50 per
cent stake in the UK Logishcs Fund (subsequently renamed
the Logistics Property Partnership — ‘LPP7) in partnership
with Moorfield, for which SEGRO contributed equity of
£65 7 midlion The portfolic compnses 14 modemn logistics
warehouses, predominantly located in the Midlands and
South of England

Additionally, in September 2012 we completed the acquisiion
of a portfolio of 13 fully let modem logistics buidings in the ile
de France and Lyon for €160 8 million (£129 7 millien} from
Foncigre Europe Logistique { FEL) This transaction provided
SEGRO with a rare opportunity to build critical mass in the two
strongest markets in France and to drive operating efficencies
through greater scale The five estates in thelle de France are
located in close proximity to aur existing logistics assets, with
the remaining three estates well positioned to take advantage
of the growing logistics market in Lyon

Both the LPP and FEL portfolios have been successfully
integrated into our operating platform and they have been
perforrming i ine with our expectations

In the past year we have grown our logistics platform from

£0 8 billion to £1 1 bilhon Gncluding our share of joint venture

assets) and we are delivenng on our cammutment to grow our

logistics portfolio through development and acquisiions, using
third party capital where we see attractive opporturities
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REDUCING NET
DEBT AND FINANCIAL
LEVERAGE OVER TIME

Against our third objective, and as a result of net divestments
duning the year, we reduced net borrowings at the yearend to
£2,090 3 million, compared with £2,303 4 million at the start
of the year Thus was further reduced by the £152 million of
gross sale proceeds, predominantly from the Thales campus
and the MPM site iIn Murich, which were recerved in January/
February 2013

Despite this reducuon in net debt, our loan to value (LTV? ratio
(including cur share of joint venture assets and habilibes) rose
from 49 per cent to 51 per cent over the same pertod (or 50 per
cent on a pro forma basss, taking into account the £152 million
of post year end dispasals), wath the benefit of disposal proceeds
being offset largely by the Impact of the overall portfolio
valuation dedine and investments We remain committed

to reduaing the LTV ratio over the fonger term because we
continue to believe that REITs with lower leverage offer alower
nsk and less volatle nvestment propositton for sharehaiders
Qver ime we expect the Group’s leverage to reduce through
seling assets, development, asset management, rental growth-
drwe gains and from cydical valuaton uplifis In the near term,
however, whilst continuing to pnonbse disposals in hne with

our portfolic strategy, we continue to believe it approprigte to
balance further reductions in net debt against spportunines for
further, profitable capital deployment.

The LPP acquisition was a good example of how we can
partnes with third party capital to butld cntical mass in our core
markets and we will continue to assess other such opporturuties
in the future

DRIVING OUR
OPERATIONAL
PERFORMANCE

We have made strong progress against our fourth objectve
through our customer and market focus, improved operational
efficiency and cost control A number of key measures reflect
our operational achievemnents this year, induding like for like
rental Income growth of 19 percent (2011 08 per cent)

and a reduction n our Group vacancy rate to 8 2 percent

(31 December 2011 91 per cent) We also completed 21 new
developments dunng the year (the largest number since 2009)
and reduced our total cost ratio to 22 9 per cent (2011 245
per cent) As a result of these factors and a reduction in net
finance costs, our EPRA EPS increased by 4 9 per centto 193
pence, despite the dilutive iImpact of our disposal programme

9.3%

Reduction m net debt
to £2 090 3 milhon

£425m

being rerrvested into
modem warehousing,
hght industral and data
centre assels

4 99,

Increase n EPRA EPS
to 19 3 pence




OCCUPIER MARKETS

Despite the ongoing weak economic backdrop, SEGRO's
portfolio is focused on the strongest sub-markets within the
UK, France, Germany and Peland, where econormic and
property market fundamentals have been relatively resihent.
Demand in these markets has come from a range of occupers,
retatlers, ight ndustnal businesses and third party logistics
operators continue to account for the majonty of requirements
in the market but the structural shift n internet consumption
and local shopping 15 noticeably stmulabng demand for large
warehouses and smaller, edge-of-town or ‘urban logrstics’
warehouses with parcel camers particularly active The ongoing
growth in requirements for electromic data storage solutions
has also continued to fuel demand for data centres in and
around major financial centres These trends are discussed
further on pages 8-9

With the gverall economic and financial dimate continuing

to constrain speculative development, the availability of good
quality, modem buildings has also continued to shrink. Whilst
this has not yet translated into widespread rental growth, we
have seen headline rents start to move ahead in the strongest
micro-locations and a general ightening of lease incentves

in several markets Away from the ‘pnme’ end of the market
where demand 15 strongest and supply most imited, the
general economuc backdrop has meant that many traditional
occuplers remain extrernely cautious, slow in decision-making
and generally reluctant to increase their cost base ahead of any
real evidence of economic recavery, in these areas downward
pressure on rents has remained evident

LEASING ACTIVITY

During 2012, we secured 262 new lettings across the Group
totalling 486,500 sq m, which generated €35 3 mullion of new
annualised rental income 2011 £33 5 million} This included
£14 6 million from developrments completed dunng the year
Our level of takebacks (the amount of rental income lost due
to lease expiry or exerase of break options surrender or
insalvency} remained broadly consistent year an year at

£21 5 milion (2011 £21 0 million)

We have seen a posttive trend in headline rental levels on new
leases and lease repewals, which were achieved at 2 9 per cent
above the valuers’ December 2011 estimated rental values
(ERVS), on average The level of lease incentives given on
new lettings dunng the year has improved, to 8 2 per centon
average, compared with 11 0 per ¢centin 2011

Greater London

In Greater London, we completed 85 new lettings totalling
95,400 sq m, induding several significant deals at Heathrow
Our largest UK letting was in September for 11,400 sgm at
Polar Park to Circle Express, a freight distnbutor, on a 15 year
lease We acquired this park wia the Brixton acquisition in 2009
and it had been our largest void 1 the portfolio since that bme
Also at Heathrow in October, we let 8,800 sq m at the North
Feltham Trading Estate to Wincanton, a third party logistics
provider, to service a major coniract for the supermarket chain,
Mormsons Wincanton chose this site for its close proximity

to convenience stores In West London and good motorway
access At the Heathrow Cargo Centre, DHL signed a seven
year lease for 7,500 sq m in November for its airside cargo
distnbution business and during the year we also let three

of the remaming four units on the top floor of X2, a two-storey
building acquired with Bricton in 2009

Thames Valley and National Logistics

The main dniver of new rertal income in the Thames

Valley region last year was the completion of five pre-let
developments and two speculative schemes on the Slough
Trading Estate totalling 33,700 sq m Another key theme

at the Estate was working with existing customers, such as
Kosel Pharma, to meet their changing space requirements in
September, Koset Pharma upgraded to a 1,000 sq m facility
close to their ongina! unit, allowing space to grow the business
Smaller deals away from the Estate induded the letting of

10 units representing 11,700 sq m to a range of customers
2t 1Q Winnersh, Albany Park in Frnmley and Kingsland
Business Park 1n Basingstoke Overall, in the Thames Valley
we completed B2 new lettings totalling 81,300sq m

Germany and Northern Europe

In Germanty and Northem Europe we completed 61 new letings
totalling 140,200 sq m, Induding 20,000 sq m n Grevenbroich
Kapellen, near Dasseldorf, to Rhenus Home Delvery on a 10
year lease, We also let 10,700 sqm to an energy consulting firm,
AEF, representing all of the remaining space at our speculative
develapment in Alzenau, Frankfurt. In the first half of the year,
we signed four office lettings at Pegasus Parkn Brussels lotalting
6,500 sq m, which has enabled us to reduce our vacancy rate
there below the persistently high level of more than 20 per cent
seen in the focal Brussels periphery office market.

France and Southern Europe

Our largest letting in France was in Lyon, to Transport Fatton, for
12,600 sq m of logistics space in June We alsofet 5,700sqm to
Transalliznce Distnbubion in the north of the lle de Franceregion
and a further 2,900 sq m of specutative space at La Coumeuve
to a major global courier company which chose this site for its
proximity to Charles de Gaulle aport and its existing European
distnbution hub In total, we signed 16 lettings 1n France and
Southemn Europe, representing 57,600 sqm

Poland and Central Europe

Our lettings actvity in Poland and Central Europe, which is
younger market for logistics, continues to be predominantly
dniven by pre-let developments Dunng the year we completed
six new projects, ncluding major new facilities for retalers
Decathlon and Zabka The pre-let for Decathlon replaced an
existing 20,000 sq m faciity with us and, with Decathlon only
having vacated the space in October, we were very pleased to
re-let more than 50 per cent by year end Overall, we signed
18 deals in Poland and Central Europe, totalling 111,900 sq m

262

new lettngs secured

£35.3m

of new annualised
rental mcome

2.9%

headine rental levels
achieved above the
valuers’ December
2011 ERVs

BELOW
SEGRO Logisties Park,
Krefeld Sud, Dusseldorf
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CHIEF EXECUTIVE'S REVIEW CONTINUED

SIGNIFICANT IMPROVEMENT IN GROUP VACANCY
TO 8 2 PER CENT

We have improved the Group vacancy rate to 8 2 per cent at
31 December 2012 compared with 91 per cent 3 year ago
{(benefiting 1 6 per cent and 19 per cent, respectively, from
short-term lettings) This compnses 7 6 per cent vacancy for
the core portfolio (31 December 2011 8 2 per cent), compared
with 11 1 per cent vacancy for the non-core portfolio

{31 December 2011 11 2 per cent}

Key reasons for this improvement include our capstal recycling
actvity, which benefitted the vacancy rate by 09 per cent, the
letting of existing space and new speculative developments,
and the proactive management of lease events For example,
at Heathraw we sigried a number of significant deals dunng
the year which led to an improvement in our Greater London
vacancy rate, to 8 0 per cent compared with 11 3 per cent at
the start of the year We achieved an overall retention rate of
65 per cent (below the unusually high 74 per cent achieved in
20713, and our occupancy levels at year end reflect our success
in re-leasing space retumned to us duning the year

The 8 2 per cent year end vacancy rate excludes any impact

of Meckermann, which fully vacated its premises at the end

of January 2013 On a pro forma basis, taking Neckermann
Inte account as If it had vacated at 31 December 2012, and
ncluding the re-letting of space at the site, the Group vacancy
rate would have been 9 3 per cent (or 9 6 per cent, also
allowing for the sale of the fully let MPM and Thales assets sold
after year end} The core vacancy rate would have remained
unchanged at 7 & per cent

In addition to managing lease events falling due m 2012, our
property teams have continued to adopt a proactive approach
to negotiating lease extenstons in advance of break options
and lease expinies falling due i later years This, along with the
benefits of recycling, has enabled us to matenally reduce gross
passing rent at nsk from breaks and expines in 2013 by 21 per
cent to £41 0 million at 31 December 2012, compared with the
£51 8 million at nsk for 2013 a year earlier
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MANAGING RENT AT RISK FROM INSOLVENCIES
SEGRO has a broad range of over 1,300 custormers across
multiple sectors and actively monitors their creditworthiness
and any rent at nsk from msotvency

At 31 December 2012, we had £13 9 million of annualised
rental income relating to custormers in administration

(31 December 2011 £2 7 milion) This induded approximately
£12 milbon of ncome relating to the Frankfurt-based mal order
retaler, Neckarmann, which filed for nsolvency i July 2012
Neckermann occupred a 309,000 sq m bespoke office and
distibution facility, owned by SEGRO, which it fully vacated

at the end of January 2013 After taking into account rental
guarantees held, the loss of ncome will impact us from the start
of 2013 We have been working hard to identfy alternatve
customners to help mitigate any empty costs assoaated with the
stte over the short terrm whilst we review longer tesm options
for the asset. To date, we are pleased to have already re-leased
approximately 15 per cent of the existing space, ncluding
42,000 sq m to BLG Logistics Group

Despite the challenging macro-economic environment,
our general level of insolvencies acrass our qustomer base
has remained very Jow Neckermann is the second rmatenal
insolvency 1 recent years, following the administranan of
Karstadt Quelle, also in Germany, in 2010 (€4 6 muthon of
annualised rental ncome) These two situations arose from
the acquisition of higher-yielding property through saleand
leaseback transactions soon after the sale of the Groups US
business in 2007 Such properiies and concentrations of
risk i such tenants would not be in line with the Group's
strategy today

Excluding these two cases, the amount of rental income lost
through customer insolvencies has averaged approximately
1 per cent of passing rent each year since 2007 dueto the
diversification of risk across a wide range of custorners and
assets, combined with our commitment to monitening, and
working closely with, our customers

8.2%

Group vacancy rate

7.6%

Core portfolio
vacancy rate

65%

Group retention rate

LEFT
Booker distnbution
faality, Hatfield




A STRONG AND HIGHLY PROFTABLE LEVEL

OF DEVELOPMENT ACTIVITY

Our active development programme remains an attractive way
to generate income and capital growth from our land bank as
well as enabling us to build cntical mass in core markets where
the supply of welldocated and modern industnial and logstics
space 15 imited

The vast majonty of our developments have remained pre-
leased projects, where we have been able to secure demand
from a range of customers such as parcel delivery companies,
retailers, third party logistics companies, manufacturers and
Iight tndustnal users as well as data centre operators New
speculative development remains limited to our core markets
and to mecro-locations where we believe there to be good
demand, unsansfied by exisiing and antiaipated supply Each
project Is assessed on its individual ments and only embarked
on when we are confident that it will contribute to our portfolio
by delivering attractive total property returms on a nsk-adjusted
basis Whilst all of our speculative developments undertaken
dunng the year have gererated a good level of enquines and
lettings success, our development programme going forward
will remain pnmanly focused on pre-let projects

Completed development projects

We completed 21 new developments dunng the year,
our largest number since 2009, totalling 190,000s5q m
These projects represent £16 4 milhon of annualised
new rental iIncome when fully iet and we have already
achieved 89 per cent occupancy

Highhights from the broad range of development projects we
completed for our customers during the year are detaded by
our Chief Qperating Officer, Andy Gulliford, on pages 20-21

Active development projects

Across the Group, we currently have 14 developments totalling
155,200 sq m approved, contracted or under construction,
which will contribute £10 8 milion of annualised new rental
income when fully let (these developments are currently

70 per cent pre-let) Our future capital expenditure required
to complete these projects 1s £71 4 million

In the UK, our developments include a 2,300 sq m unit on

the Slough Trading Estate for Karl Storz Endoscopy ona

10 year lease The development will form part of a larger
4,100 sq m scheme, including 1,800 sq m of speculative space
which 1s due to complete n Q1 2013 We have also approved
a separate 3,300 sq m speculative development on the Estate,
which commencedin Q1 2013 and s due ta complete in
Q12014

At Park Royal we are building 900 sq m of warehouse and
office space for Warmup on a 15 year lease to complement
thewr existing 1,000 sq m facility with us on the Estate This
facility will form part of a larger 3,200 sq m scherne, which is
due to complete In Q1 2013 In North Feltham, we signed a
6,500 sq m pre-let logistics facility for a freight forwarder, with
a further 1,500 sq m of speculative space adjacent to the site,
which 1s due to complete n Q4 2013 We have also approved
a 7,800 sq m speculative development in Edmonton, which is
due to commence in the second half of the year Qur plans to
commence the speculative development of a three bulding,
15,000 sq m scheme at the Ongin site in Park Royal, are
currently under review following the site having been dentified
as a potenrtial High Speed 2 construction site

In Poland we have six pre-let logistics developments in
progress totalling 69,700 sqm This ncludes a 23,800sqm
faciity in Warsaw for Poland's largest convemience store chain,
Zabka, which 15 expected to completen Q3 2013 Qther
large projects in Poland indlude 18,400 sq m for a car parts
manufacturer iIn Tychy and 10,600 sq m for Valeo and CAT
in Strykow

In Germany, we started the development of a 17,300sgm
speculative logishics scheme tn Alzenau, near Frankfurt, and we
are also developing 11,900 sq m of speculative logistics space
In Krefeld, near Dusseldorf, which s the second phase of this
scheme

Our 34,000 sq m pre-let office development for Alcatet Lucent
in Vimercate, Milan, remains on track to complete in Q1 2014

ABOVE
Karl Storz Endoscopy,
Slough Trading Estate
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CHIEF EXECUTIVE'S REVIEW CONTINUED

Potennal projects

We have a 573 hectare land bank, induding 296 hectares
of predorminantly well located sites earmarked for future
development projects with the potential to generate

£84 million of new annuahsed rental ncome These sites
include land at the Slough Trading Estate and Heathrow,
in the UK, land around Disseldorf in Germany and in key
markets in Poland

Our pipeline of demand for further pre-let and speculative
schemes 1s encouraging, with several projects under
negotiation, agreed subject to plannung approval or being
prepared for construction We remain confident that further
progress will be made with the development programme 1n
the current year and beyond.

Further detail on our completed and active development
projects is presented in our 2012 Property Analysis Booldet,
which 1s avarlable to download at www.segro com/investars

PORTFOLIO VALUATION

European property markets faced a challenging economic
emaronment n 2012, with investors adopting nsk-averse
strategies to reflect the very uncertain external macro
conditions. As a consequence, capital was pnmanly targeted
at pnme assets In core markets, with the most iquid and
transparent markets of London, Pans and the major German
aes particularly benefiting from this polansation towards
‘safe havens’ and a focus on only the best property Investments
that met these critera attracted good mvestor interest, and
valuations for high-quality warehousing and hight industnal
assets remaned well supported as a result

The very imited investor appetite for the more secondary,
older and bespoke assets, particularly those located in the more
volatile regtons of the Eurozone, has continued to negatvely
impact valuations Shorter lease length suburban office
properties have also expenenced vatuation declines, reflecting
the greater nsk premum being applied by investors to these
types of assets, and following an increase in transactional
evidence, particularly tn the second half of 2012

These trends are conststent with the valuation movements In
our portfolio over the past year Whilst the valuation of our
high-quality warehousing, light industnal and data centre
properties in core markets has been refatively resitent, we
have seen weakness in the valuation of our non-core assets,
in particular large bespoke business parks such as Pegasus
Park and Vimercate, and also South East UK suburban offices
Similarly, the Neckermann site weakened in value due to the
market environment, a situation which was exacerbated and
accelerated by the msolvency of that occupier dunng the year

Over the year to 31 December 2012, the total value of the
Group's property portfolio, compnsing completed properties
ncluding our share of jont venture assets), land and
development, decreased by £309 mitlion on a like for like basts,
including a £267 million reduction for the Group’s non-core
and large non-strategic assets and its South East UK suburban
offices, the latter of which were predominantly impacted in the
second half of the year

On a like for ike basis, completed property values for our higher
qualy core industnial, logistics and data centre portfolio reduced
by 12 per cent and significantly outperformed the IPD UK
Industnal Quarterly Index, which fell by 3 8 per centin 2012
Overall, induding the impact of the reduction n the valuation

of our South East UK suburban offices, large non-strategic
assets and the rematning smalter non-core assets, the portfolio
recorded a like for like valuaton reduction of 59 per cent
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In the UK, the value of our compieted portfolio of core
warehousing, light industnal and data centre properties
reduced by 1 4 per cent, or 4 O per cent overall, induding non-
core and suburban office assets The best-performing assets
were those acquired in the LPP joint venture, where valuations
were broadly flat. Asset values at Heathrow were broadly flat
to slightly positive in the second half of the year as a result of
letttngs actnaty, leading to an overall reduction of 17 per cent
over the full year In the Thames Valley, valuations were mainly
impacted by suburban offices with shorter leases on the Slough
Trading Estate and at IQ Winnersh This was reflectedin a

4 8 per cent dechne in the Slough Trading Estate’s valuation
Exduding suburban offices, the Estate s valuation dedined by
19 per cent.

Our Polish assets were the best performing of those on

the Continent, recording a 2 6 per cent valuation increase,
reflecting development gans and lease extensions In France,
the valuahion of our core assets in the lle de France region and
Lyon remained resilient, recording a 0 5 per cent reduction,
compared with a 2 4 per cent dechine for the overall French
portfolio Asset values in Germany fell by 15 5 per cent,
largely reflecting the write down of the Neckermann site in
the first half of the year In Belgium and the Netherlands, asset
vahues fell by 26 5 per cent over the year, largely reflecting the
valuation reduction on Pegasus Park office campus

QUTLCOK

Economic condittons remain uncertain, although there are
some signs of stabilisation n the Eurozene and of a recovery
in the UK. Propesty finance conttnues to be restricted for many
and this, combtned with the nsk-averse atuiude of investors,
means that the pnang of secondary assets is likely to reman
under pressure

By contrast, pnme assets in the most iquid and transparent
rmarkets, such as London, the lle de France and the major
German cities, are likely to continue benefiting from the
polansation towards ‘safe havens’ As a result, valuations of
modem warehousing, hght Industnal and data centre assets
are expected to remain well-supported

Operationally, we have made good progress over the past year,
and believe that we are well-posiioned for the year ahead

We have a strong development pipeline and an excellent land
bank for future projects We are continuing to see a good level
of occupler demand in our core markets, both for our existing
assets and for our developments, from a range of customers,
with the continuing growth of e-retalling, local detivery and
data storage requirements being particular areas of interest
There 1s a imited supply of good-quality products in our
markets and few developers have the expertise and land to
meet demand for modern space in the night ocations We are
well-placed to satisfy that demand

DAVID SLEATH
CHIEF EXECUTIVE
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296ha

land bank for
potental projects.

£84m

of new annualised
rental incorne from
potential projects




S | The three business performance measures (Total Property

Return, Total Cost Ratio and Loan to Value Ratio} are directly

LI N K' NG OU R driven by the twin pillars of our strategy Disciplined Capital

Allocation and Operational Excellence, underpinned by an
STRATEGY TO OUR KPlS efficient capital and corporate structure. Improving each of

these metncs should, i tum, enhance our eamings and the
valuations of our assets and this should enable us to delver
attractive Total Shareholder Returns It 1s no coinadence,
Our objective 1s to deliver attractive therefare, that each of these metncs 1s a KPl, along with Group
Vacancy and Customer Sausfaction, which directly feed into
our Total Property Return Our performance against each of
the execution of our strategy We have these is set out over the page

returns to our shareholders through

aligned the key performance indicators
('KPIs") that we report on each year to

our strategy so that our stakeholders can
track the progress that we are making

We also use these metrics as the bass for
determining how our senior management
teamn and employees are remunerated

BUSINESS —— ACCOUNTING
PERFORMANCE MEASURES
MEASURES

SHAREHOLDER
MEASURES

TPR
(VERSUS IPD
INDEX)

TOTAL COST
RATIO
(& TAX RATE)

LOAN TO
VALUE RATIO
(AND OTHER

FINANCING

METRICS)'

TOTAL
SHAREHOLDER
RETURNS

'Cther financing metnes include
average cost of deblt, interest cover
ratio, debt maturity profile, use
of third party capital, covenant
headroom, etc.

RED i:ems are directly captured
in SEGRO's incentive schemes
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KEY
PERFORMANCE
INDICATORS

——
OVERVIEW

Qur KPls are aligned with our
strategic goal to be the best owner,
asset manager and developer

of industnal property and a
leading iIncome-focused REIT
which delivers a high-quality

and progressive dividend with
restient capital growth Our eight
KPls are fundamental metrics

for how we measure progress
within the business and they
play a key role In determining
remuneration throughout the
organisation Further details on
our remuneration polices and the
key metncs used to determine our
awards and bonuses are set out

in the Remuneration Committee
Report on pages 57-65

RISK MANAGEMENT

We recognise that the management of risk
has a role 1o play in the achievement of our
eight KPIs since risks can hinder or help us

meet our desired level of performance.
The relationship between our principal risks
and our KPIs is identified in the Pringipal
Risks and Uncertainties section
on pages40-43.

What it1s TPR 1s a measure of the ungeared
combined income and capial retum from the
Group's portfolio, excluding land, and s calculated
in accordance with IPD It shows the overall retumn
we have achieved on our property assets over the
penod and 1s therefore an impoertant measure of
our ability to raximuse returns from our asset base.
TPR 15 a key metnc used in setting our Executive
Directors’ and senior managernent team’s
fong-term incentive plan targets and s also a key
element in the annual bonus targets applied to

all employees

Cur performance The TPR of the Group was

(0 1) per cent compared with the IPE} Industnal
Index benchmark (based on a universe of

£18 4 billion of similar assets in the UK TPR

of 2 9 per cent. The relative underperformance

of our portfolro was predominantly attnbutable

to the movement in the valuaton of our non-core
and South East UK suburban offices Qur core
portfalio outperformed the benchmark, produang
a TPRof 3 3 per cent

Whatitis TSR measures the change in our
share pnce over the year plus dvidends paid
This KPI reflects our commitment to delivering
enhanced returns for our shareholders through
the execution of our strategy over the medium-
term TSR 15 a key metnc used i setting our
Executive Directors’ and senior management
team’s long-term incentive plan targets

Qur performance The TSR of the Group was
261 per cent, compared with 31 1 per cent for the
FTSE 350 Real Estate sector This performance
reflects a combination of an attractive dwdend
yield relative to the sector and an increase in the
share pnee from 203 5 pence at the start of the
year to 248 5 pence at the year end
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What it 15 The value of our assets less the boak
value of our labilities, calculated in accordance
with EPRA guidelines, that are attnbutable to our
shareholders We aim for sustainable long-term
asset value growth whilst carefully managing our
liabilitres to mantain balarice sheet strength

Our performance EPRA NAV reduced by 46
pence per share over the year to 31 December
2012, mamly due to a reduction in the overall
value of the Group's property portfolio more
than offsetting 2 positive contnbution from our
development activity The valuation reduchion
was largely atinbutable to our suburban offices
the South East of the UK and aur more secondary
and bespoke non-core assets The value of our
core industnal, logistics and data centre asset
values remained resilient

Whatit s The after tax earnings we generate,
calculated 1n accordance with EPRA guidelines,
that are attnbutable to our shareholders This
measures how profitable our operations have been
dunng the year Earnings are a key element in the
annual bonus targets applied to ail employees

Qur performance EPRA EPS grew by 4 9 per
cent year on yeat, despite the dilutive impact of
disposals on gross rental income This increase
1s attnbutable to our proactive approach to

asset management, progress in reducng Costs
across the business and lower interest expense,
in addition to the contribuian from high-quality
assets recently acquired or developed




Whatitis The proportion of our property assels
(including nvestment, owner-occupier and
trading properties at carrying value and induding
our share of properties in joint ventures} that are
funded by borrowings We remam committed

to reducing the LTV ratic over the longer term
because we believe that REITs with lower leverage
offer a lower-nsk, and less volatile investment
proposition for shareholders

Qur performance The Group’s LTV rato
{nduding our share of joint venture assets and
liabilites) rose from 49 per cent to 51 per cent
year on year, pnnapally as a result of the total
portfolio valuation reduction offsetting the
reduction in net barrowings achieved through
the disposal of non-core assets dunng the year
Taking nto account two significant disposals
announced shortly after the year end the pro
forma LTV ratio (nduding foint ventures

at share) would have been 50 per cent

Whatit 15 The ratio of our total administration
and property operating costs expressed asa
percentage of gross rental income This1san
indicator of how cost effectively we manage both
our property assets and our administrative costs in
order to improve profitability Over the medium-
term we are targeting to reduce our total cost ratio
to the low 20 per centrange

Our performance Despite the negative impact of
net disposals on gross rental income, the total cost
rattoimproved from 24 5 per cent 19 229 per cent
year on year This was largely driven by our focus on
minimising administrative costs and a reduction m
costs assoaated with empty bulldings, attnbutable
to an smprovement in the Group vacancy rate.

What it s The vacancy rate measures our abiity
to find custormers to occupy the property assets
within our pertfelio An improving vacancy

rate generally implhes additional rental income
and lower vacant property costs Some levet of
vacancy will always exist within our portfolio in
order to support our asset management activities
and allow our customers the opportunity to move
premises Over ime, we are targeting a longer-
term rate of vacancy for our core portfeiio of
6-8 per cent

Qur performance We have continued to
improve the level of vacancy in the portfolio
year on year, to the lowest rate reported in the
last 10 years This reflects the tugh quality of
our bulldings and the proactive approach of
our praperty teams towards secunng new, and
extending existing, leases with our customers
The 8 2 per cent vacancy rate excludes any
impact fram Neckermann which fully vacated
its prermises in January 2013, or from disposals
announced shortly after year end Assuming
these events had occurred at year end, the pro
forma vacancy rate would have been 9 6 per cenl,
although the core portfolio vacancy rate of 7 6
per cent would have remained unchanged

What it 15 The percentage of our customers

who rate ther expenence as occupters of our
buildings as ‘good” or ‘excellent’ as opposed to
poor’ or ‘average’ Our customers are atthe heart
of our business and we sinve to ensure that we
are providing the best leve! of service possible to
maximise custorner retention

Our performance Qverall satisfaction iderved
from a sample of 201 customers surveyed across
five countries) as an occupier of cur builldings was
rated as ‘good’ or excellent’ by 72 per cent of our
customers, or 77 per cent of our care portfolio
custorners, dunng 2012 This reflects our focus
on communication, being responsive and
understanding the needs of our custormers In the
prior year, we achieved our highest score yet, of
78 per cent Whilst this was an exceptionally high
score, we will continue to strive towards reaching
siemilar fevels n the future

ADDITIONAL EPRA MEASURES

2010 201 2012
EPRA earnings (Em)™* 1260 1366 1430
NMNNAY (pence per sharel 360 322 262
Net [rutial Yield @6 60 64 68
Topped up Net initial Yieid* 69 71 77

1 Stated after tax and non-controlling Interests

2 Excludes tax effect of adjustment in respect of lair value of debt as discussed further in note 14
3 Plaase see the 2012 Property Analysis Booklet for further details of our yields, avadable at www segro com

+  EPA eamings, EPRA NAV and EPRA EPS are alternats metncs to their IFRS equnvalents thatare calculated i accordance with the Best
Praciices Recommendations of the European Public Reat Estate Assocabon EPRAL SEGRO uses these aliemnatve metrics as they prowide
2 Uansparent, and consistent basss ko enable a comparison between European property companics.

+ The 2012 TPA has been caleulatad ndependently by IPD 1n order to prowide a consistent companson with an appropnale IPD benchmark
using the methodology to be applied under the rules of the LTIP scheme. s calculated asthe change in capital valuz less amy capital

expenditure ncurred plus nel NCOME, expressed a3 2 pefceniage

In the previous twa years, the TPR was an internal calculation

of capeal employed over the perod concerned and exchuding land.

11 The 31 Decembes 2012 LTV ratio includes our share of yoint venture borrowings and propefty assets This will be our princpal measure of
LTV going forward and pnor year comparatives have been adiusted for on this basis
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A STRONG
YEAR FOR NEW
DEVELOPMENT
PROJECTS

S
INTRODUCTION

Our development programme
i$ an integral part of the Group’s
strategy to bulld critical mass

in core markets by reinvesting
in high-quality modern
warehousing, ight industrial
and data centre assets The
projects that we undertake,
predominantly on a pre-let
basis, provide a valuable source
of additional rental income
each year and generate
attractive investment returns

Duning 2012, we maintained a very active
development pipeline across the portiolio We
completed 21 new developments, our largest
number since 2009, for a range of blue-chip
customers including DB Schenker, Decathlon and
Rolls-Royce These developments will contnbute
£16 4 milbon of additional rental ncome each
year, of which we have already successfully let

89 per cent

We will continue to deliver growth from our
ongoing development pipeling, which currently
conststs of 14 projects representing £10 8 mullion
of new rental income, when fully let

We also have a 296 hectare land bank for
potential projects, including sites with excellent
potental on the Slough Trading Estate and at
Heathrow i the UK, in Germany and around
key aties in Poland

ANDY GULLIFORD
CHIEF OPERATING OFFICER

SLOUGH, UK

TRANSFORMING THE SLOUGH
TRADING ESTATE

Our programme of work to moderruse the
Slough Trading Estate continued throughout the
year The Estate s the largest business centre of
its kind 1n Europe under single ownership and

1s home to over 400 companies employing
17,000 people

in May 2012, we completed a new 3,300 sqm
production refinery for Ragus Sugars, which will
enable the business to double its output from
25,000 to 50,000 tonnes per year Ragus Sugars
15 @ long-standing customer, located on the Estate
since 1928

Selig has also been located on the Estate for a
similar amount of time At the end of 2011, we
completed a new 7,000 sq m manufactunng

and warehouse facility for the world's largest
manufacturer of sealing products Selig was
attracted to staying with us because of the Estate s
Simplified Planning Zone status, which means
that planrung permission Is fast-tracked

In 2011, Lonza, commutted to invest £16 million
to enhance the flexibility and capability of

its Slough-based UK biopharmaceutical
manufacturing faclty Anintegral part of

the investment plan was the construction by
SEGRO of a new 5,800 sq m three-storey
building to provide research and development,
manufacturing and office accommodation, m
addition to approximately 7,000 sq m of existing
space on the Estate The new development was
completed in June 2012

We also completed three new data centre faclities
on the Estate during the year, totalling 20,300
sqm, for major data centre operators, including
Gyron and Infiity These units have been let on
leases tn excess of 15 years, which is typical for
data centres due to the investment required by
occuplers to fitout the faclity SEGRO now has

17 data centres on the Slough Trading Estate,
making 1t one of the largest data centre hubs

in Europe

e

HEATHROW, UK

DEVELOPING PRIME SITES FOR BLUE-CHIP
NAMES AT HEATHROW

Of major importance to us were the two new
developments we completed, through the Awrport
Property Partnership, our joint venture with Aviva
Investors, at the Portal site at Heathrow Airport
This 15 one of the best-located sites at the airport,
situated adjacent ta the main cargo terminal

In August 2012, we completed a 10,000sqm
faciity for DB Schenker Logistics which will act as
their main arfreight hub and office headquarters
in the UK. The bulding has been designed to
tugh sustanability standards and has achieved

a BREEAM excellentrating 95 per cent of the
concrete was recycled from the onginal site and
the building ts designed to achieve 25 per cent
lower CO, ermussions than 15 standard, and

also features low and zero carbon air source

heat pumps

Subsequently, n December 2012, we completed
an 8,900 sq m Heathrow Service Centre for
Rolls-Royce From this new centre, which will
employ up to 80 peaple, Rolls-Royce will provide
specialist maintenance and support services for
commercial aero engines
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S
FRANCE

I
GERMANY

A SHORTAGE OF PRIME ASSETS IN THE
ILE DE FRANCE

At La Courneuve in the lle de France,

we undertook 8,500 sq m of speculative
development, capitalising on the lack of available
pnme warehouse and industnal space in the area
This was our second phase of development at
the estate, which 1s well positioned 1n dose
proeximity to the centre of Pans and has excellent
transport [inks

Prior to completion, In September 2012, we
secured our first ssgruficant letting to Chateau

d Eau, 2 water cooler supplier, and in December
we sequred our second letting to a major global
distnbubion company

As a result, we have now leased 80 per cent of
this phase, consistent with our record of having let
90 per cent of the first phase of the development
within three months of its completion in 2008

AGOOD LEVEL OF TAKE-UP INKEY
GERMAN MARKETS

In Germany, we combined pre-let schemes with
a trmited amount of speculative development. At
SEGRO Logsstics Park in Krefeld Sad, Ddsseldord,
we pre-let %,000 sq m to Wir Packens, which s
responsible for distributing Nespresso capsules
across Germany, and, at the same hme, we
developed 2,300 sq m on a speculative basis

Similarty, in Frankfurt we developed 4,300 sq m for
Pro Tex and a further 10,000 sq m of speculative
warehouse space which we fully let shortly

after completion to AEP Lexington We also
cornpleted two fully speculative ight industnal
and warehouse schemes i Berlin and DUsseldorf
QOverall these four new developments are now

75 per cent occupred

—

POLAND

AN ACTIVE YEAR FOR POLISH PRE-LETS
Poland 15 one of our most active markets for
development and during the year we completed
six pre-let logistics faciities totalling 77,100sq m

In Sitesia we constructed a 32,100 sg m
warehouse and distnbution faclity for the French
sports retaller, Decathion This new warehouse
will support the company’s expansion plans

in Central Europe and replaces their existing
20,000 sq m facihty with us, of which we have
already re-let over 50 per cent.

In Tychy, we completed an 18,900sqm
warehouse for Zabka, Poland’s second largest
convenience store chatn having also built a
25,000 sq m facihity for the retailer in Poznan
n 2008

Other projects completed during 2012
indude 12,200 sq m for Flexiink in Poznan,
and 7,700 sq m for OPEK, in Lodz, which
has since been acquired by FedEx
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BUILDING CRITICAL
MASS IN THE
LOGISTICS MARKET

I —
INTRODUCTION

The logistics sector 1n Europe Is attracting
growing Interest from a wide range

of investors as the umique investment
characteristics of the asset class, together
with the favourable demand and supply
trends that have come into focus in recent
years, are Increasingly being recognised

Over the last 10 years, the logistics sector has consistently
delvered the highest income returrs compared with all other real
estate sectors, and it 1s one of the top perforrming asset dasses in
terms of total returns, Whikt buiiding speaficanons have evolved
to meet occupiers’ changing requirements, the assets remain
broadly genenc, are attractive 1o a diverse range of customers and
can be constructed rapidly to meet ocoupier demand
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In terms of demand and supply, there are favourable market
dynamics 1n the main logistics locations across Europe which
should underpin further good performance from the sector

On the supply side, the very limited amount of speculatrve
development under construction, combined with a gradual
erasion of ‘grade A’ space availability as a result of robust levels
of take-up, has led to pnme stock levels reachung cydical lows

Demand s pnmanly being driven by retailers looking o grow
their product range and geographic presence, manufacturers
seeking cost efficencees and third party fogistics providers
benefiting from the mcrease in chent outsourang of distnbution
actvities These trends have led to a reconfigurabion of existing
supply chains in mature markats and to the creation of first-
generation networks N emerging markets

In Westemn markets, e-retatling 15 also having a significant impact
an the logistics market, with pure-play and mult-chanrel
retailers increasingly seeing their supply chamas a means of
providing compehitive advantage in terms of their speed of
order hulilment.

SEGRO has been responsive to these trends During 2012, we
grew our portfolio of pnme logishics assets i key markets from
£0 8 billion to £1 1 billion Gincluding our share of joint venture

assets) through the acquisition of two high-quahty portfolios in
the UK and in France and through development activity

Our focus 15 on strategically important locations near ports,
airports and motorway Intersections in our core Westem
European markets and i Poland, where we have grown ouy
portfolio of modem legistics warehouses through pre-let
development to over £300 million, or 600,000 sqm,

since we entered the market in 2006

Our ambion 1s to continue to buld our logishcs platform and
significantly strengthen our posiion in a sector which we believe
has very attractrve fundamentals and future growth potential

PHIL REDDING
CHIEF INVESTMENT OFACER

]

STRENGTHENING OUR LOGISTICS

PLATFORM IN THE UK

In January 2012, we completed the £315 milion acquisition
of a 50 per cent stake in the Logistics Property Partnership,
a jomnt venture with Moorfield Real Estate, for which SEGRO
contnbuted £65 7 million of equity The portfalio compnses
14 prime logistics warehouses located predaminantly in the
Midlands and the South of England and provides us with an
excellent custorner base, including Tesco, Sainsbury’s, GKN
Aerospace and Royal Mall

£1 Jbn

of pnme logistics assets
11 key markets (induding our
share of joint venture assets)

£315m

portfoho of prme UK logistics
assets portfolio acquired in
partnership wath Moorfied

£129.7m

portfolio of prime logistcs assets
acquired in France

BELOW
Royal Mail Birmingham




STRENGTHENING QUR LOGISTICS PLATFORM

IN FRANCE

In September 2012, we completed the £129 7 million
acquisition of 13 prime logrstics assets from Fonagre Europe
Logistique, situated in the lle de France region of Pans and In
Lyon, the two strongest markets in France In both regions,
the estates that we acquired are located within dose proximity
of our existing assets The portfolio prowvides us with a strong
custormer roster, including UPS, Geodis and Saint-Gobain
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APPLYING RISK MANAGEMENT TO OUR E
STRATEGIC DECISION MAKING Z
The French portfolio acquisition was an important step forward a
@ in our strategic portfolio reshaping Throughout the acquisition
process we carefully considered, and actively managed, the L

nsks associated with the transaction, particularly the impact on
the foflowing two prinapal risks of the Group Gwhich are set out
in the Prncipal Risks and Uncertainties section on pages 40 to
43), as summansed below

0t Impact of the Eurozone economic environment
Potential nsk factors The French acquisition represented a
substantial investment in the Eurozone dunng a period of
econoric volatility within the region, dnven pninapally by
cencerns around the sovereign creditworthuness of some
Eurozone countries
Mitigation and active risk management We ‘cherry
picked’ the French portfolio te include only those
properties in the maost hquid markets with the greatest
pnicing transparency We also reflected possible short-
termn rarket weakness in our asset management

@ assumptions and, ultimately, priang

D2 Solvency and covenant breach nsk
Potential nsk factors The French acquisiion represented
a significant debt funded investment which would,
in i1solation, reduce both available lquidity (funding
headroom) and the financial covenant headroom of
the Group
Mitigation and actrve nsk management The tming
of the acquisition was actively managed 1o defer
completion until September 2012, by which tme around
£500 mitlion of disposal proceeds had been generated by
the Group, more than offsetuing the adverse Impact of the
French acquisiion on the liquidity and financial covenant
headroom of the Group
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CORPORATE
RESPONSIBILITY
REVIEW

0
INTRODUCTION

At SEGRO we believe that corporate
responsibility i1s fundamental to the way
in which we do business and that by
investing in our buildings, our employees
and the local communities in which we
operate, we can create value for our
shareholders.

PROGRESS WITH SUSTAINABILITY IN 2012

We have made progress in embedding sustainability
throughout our operations In June, we appointed a new
Technical Sustainability Manager, Terry Clarke Terry has
Group-wide responsibility for sustainability and works with a
netwerk of representatives across the business who support
our sustainabibty objectives by shaning best practice, obtaining
customer feedback and providing legislative and techrucal
guidance for their respective areas of the business

We have been pleased with the progress we rmade towards
meeting a number of our sustainability targets We have
contmued to focus on the key areas of resource effiaency,

our cornmunines, our stakeholders, health and safety, and the
accessibility and flexibility of our buildings The progress we
have made against our previously published targets 1s outhned
In detall on pages 26 and 27

In resource efficency we have mcorparated water efficency
measures and made good progress In constructing buildings,
with 30 per cent better energy efficency than base-build

We have also expanded our renewable energy portfolio
substantially

We are proud to have competed 21 new developments in
2012, all of which achieved good EPC (Energy Performance
Certificate) ratings, with some of these bulldings also achieving
environmental certificabions such as BREEAM, DGINB and
HQE Of particular note was the completion of the 10,000 5q
m new UK headquarters and logustics hub for DB Schenker
This building has a number of leading sustainable features such
as rainwater harvesting, solar panels and arr source heat pumps

OUR STAKEHOLDERS

We have maintained our focus on supporting and investing in
the local communiues where we have a major presence We
have increased our investment in good causes, through the
donation of tme, money and business space, by 10 4 per cent
compared with 2011 Raising funds for chanties that supported
cancer-related iliness was the focus for our Chanty of the Year
in 2012 In the UK we supported ‘Children with Cancer UK’
and we were delighted to present them with a cheque

for £100,000
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Other stakeholders, namely our customers, our supplers, our
nvestors and our employees, continue to be of the utmost
importance to us and dunng 2012 we undertook a range of
activiies to engage with these groups, to keep them informed
about our business actvities and to understand how we can
meet their expectations of us

Health and safety continues to be a top pnonty In 2012,
we have reparted an Acadent Frequency Rate for SEGRO
employees of zero, compared with 0 35 per 200,000 hours
worked in 2011

We have also continued to develop green trave! plans, making
access to our buildings as easy and well integrated to thelocal
infrastructure as possible

TECHNICAL SUSTAINABILITY — SEGRO 2020

In 2012 we took a fresh look at aur approach to sustainabiiity
and reviewed the targets which we had set curselves in 2009
We did this as a result of increasing legistation affecting our
business and also In response to our customers, who have their
own commitments to sustainability Our new sustainability
strategy, SEGRO 2020, 1s aligned (o our overall business goals
and 15 designed to deliver long-term value to SEGRO, our
customers and our other stakeholders.

As sustainability affects every area of our business, it was
important that we engaged with our colleagues in
understanding what sustainability means to them and to set
ourselves targets that, while challenging, were also reahistic
and attainable

SEGRO 2020 15 therefore an evolution of our onginal strategy
which sets out our overall goals in the key areas of sustainability
as well as setting annual targets for each country, which we will
monitor and assess on an ongoing basis To help deliver
SEGRO 2020, we have developed three sustainability toolkits
which cover the operations, development and refurbishment
aspects of our business The aim of each toolkit 1s to embed

the SEGRO 2020 targets into the key areas of the business,
providing support, Information and shanng best practice across
the Group On page 25 we have set out the targets wewill be
delvermg against for SEGRO 2020

Qur aim 1s for sustamability to become part of the fabnc of our
‘business as usual’ operations over the coming years

BELOW
DB Schenker at The
Portal Site, Heathrow



TECHNICAL
SUSTAINABILITY
SEGRO 2020

SEGRO 2020 has been designed to
enable SEGRO to respond to changing
legislation, regulation, reporting
requirements and customer demand
within sustainability.

In order to support the launch and ongaing delivery of SEGRC
2020, 1t 1s important that the strategy has buy-in throughout

the business to ensure that our targets are delivered To achieve
this, we engaged with key stakeholders throughout the Group

A key piece of feedback from this process was the importance
of inking Group-wide goals into our ongoing operations,

and ensunng that the appropnate level of techmical support

15 available for the business to deliver its goals as efficently

as possible

SEGRO 2020 15 therefore supported by three sustamability
toolkuts which address the key areas of the business where
sustainabiiity has most impact — operations, development
and refurbishment.

These taolkits have been devetoped in discussion with our
property operations teams and external designers, contractors
and consultants to ensure that they are useful and easyto
understand, and complement existing procedures and
processes We will store each tootkit wathin the business once
a project is completed, which enables us to share technical
speafications, cost nformation, kessons leamed, and general
best prachce. This 15 an important feature as It helps us to
ensure that each business area within the Group benefits from
the expenences of others

1 O

OPERATIONAL PERFORMANCE

AlM 2020 TARGET

Reduce the arnount of waste created as part of our | Reuse or recyde B0 per cent of construction waste

development and refurbishment programmes

Imprave SEGRO's energy effiaency in the areas | Reduce SEGRO s internal and commeon parts energy iniensity by 40 per centaganst
we are able to influence 2011 baselne

Monutor and reduce SEGRO s water consumption \ Reduce SEGRO s water consurnption against 2011 levels We will quantify this

mtensity by 2020

target In 2013 as we are undertaking a metenng programrme so we can accuratefy

Measire our consumption

ASSET DESIGN AND REFURBISHMENT

Prowide water-effioent buldings for aur customers as part
of our development and refurbishment programmes

Install water-efficient technology in all our developments and major refurbishments
and ratrwater harvesting/grey water recyding where viable

Caonstruct energy-efficient buildings that exceed
minimum regulatory requirements

All our major refurbishments and new developments will be at least 40 per centmore
energy efficent than our typical 2009 buldings in each country We will mortor this

geal through using the design energy intensity figure &«Wh/m? or Bulding Emission

Rate (BER)

certification standards

cerufied to a ‘very good' standard or equivalent in the recogrused emvironmental

Produce buildings that perform to high environmental ‘ Our core market new development and major refurbishment projects will be

certificabon for that region (BREEAM, LEED, DGNB HOB

Produce buildings that achueve lugh EPC ratings | Al developments to be EPC B rated, or €' rated for major refurtishments.

RENEWABLE ENERGY

Integrate renewable energy to our buildings
and estates

Increase aur renewable energy capacity across the Group

80%

of construction waste to
be reused or recyded

409%

reductionin SEGRO s
energy intensity by 2020
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CORPORATE RESPONSIBILITY REVIEW CONTINUED

I | Ve have now launched SEGRO 2020 which

OUR 2012

PERFORMANCE

supersedes these targets from 2013 onwards
However, to provide an mdication of how we
were performing and the extent to which we
were making progress agamnst the 2009-14
targets, we have completed a target assessment
for 2012

In 2009, we set a number of
sustainability targets which

we aimed to achieve by 2014
across the categories of Resource
Efficiency, Stakeholders,
Communities, Safety and

Accessibility

1

Of the 13 targets in place In 2012, 8 of the targets
(62 per cent) were fully achieved, 3 (23 per cent)
were partally achieved and 2 (i5 per cend) were
not achieved A summary of our progress 1s
provided below, with more detaill about our
performance on the following pages

KEY

Q) FULLY ACHIEVED
O PARTIALLY ACHIEVED
O NOTACHIEVED

QUR 2012 PERFORMANCE
2009-14 PERFORMANCE TARGET TARGET
TARGET COMMENTARY DEADLINE | PROGRESS
RESOURCE EFFICIENCY
ASSET DESIGN AND
REFURBISHMENT
Construct butlldings with 30 per Our current developments are antiapated to be 16 per cent better than base-binld when 2014
cent better energy effiaency than completed Our average improvernent over base-build standards since 2009, the UK, 15
base-build 15 per cent and we are making good progress in IMproving the energy effiaency of our
design speafications
Incorporate water efficency measures | The total impravernent in water efficiency against the base-build for our new developments 2014
2nd water recychng to reduce mains in 2012 1 forecast to be around 10 per cent We have made good progress in improving our
water use by 20 per cent compared design speaficabans and actueved an average mprovement of 12 per cent aver the last three
to base-buitd years In our new developments
RENEWABLES
Investigate the feasibility of renewable ] Qur devefopments have undertaken a renewable energy feanibility study As a result of this 2014
eniergy for every development site ourprojects have designed in solar photovoltaic {PV) panels with a totalnstalled capacity of
1,484 KWp The total renewable energy generabion anbapated on our new developments in
201215 1,321MWh Thus vall bring the total renewable energy generation across our portiolio
to 8,557 Mwh
OPERATIONAL
PERFORMANCE
Improve SEGRO s energy Dunng 2012, the like-for-hke energy consumption {based on 150 buildings) for our own 2014
effiaency ty 30 per cent occupied offices and the shared services acrass our portfolia equated to 44 million kWh,
which represents an increase of just over 19 per cent (7 millien kWh from 2011 Some of
this increase can be attinbuted to weather conditions in 2012 which requored greater heating
ventilation and air conditoning (HVAQ usage. Despite this like for-like energy consumption
In our own occupled offices decreased by 3 per centin 2012 Overall, we have significantly
improved our metering and data collection methodologies it 2011 and 2012 which enzbles
us o understand our energy consumption In a lot more detad. We will be continuing our drive
to improve metenng and energy data collection over the coming years
Reduce water use by 20 per cent The 10tal water consumption across our occupled offices and landlord shared services was 2014
103,092 m* in 2012 This represents an narease on our 2011 consumption of 2 per cent.
However, improvements have been miade to water data metening and reporting dunng 2012,
50 1t1s ikely that some of the change seen relates to improved reporting across our portiolio
Reuse or recyde 80 per cent In 2012, our developments generated 329,834 tonnes of waste A total of 260,808 tonnes of 2014
of development waste waste was reused or recycled, which equates to 79 per cent. This Is partially influenced by the

recycing rate of the matenal recycing faclines used by SEGRO, which was reported as being

tess than 30 per cent lor five developments Between 2009 and 2012, the average reuse and

recyciing rate for our development activies was 91 per cent, which 1s well above our target of
80 per cent.
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OUR 2012 PERFORMANCE
2009-14 PERFORMANCE TARGET TARGET
TARGET COMMENTARY DEADLINE PROGRESS
STAKEHOLDERS
Continenta! Eurape target anly - to These targets were deerned no longer applicable 2s we are now using other metnes to 2012 N/A
Improve customer satsfacuon with our | measure our pesformance against custormer sabsfaction For more information an our
understanding of their business needs | customer care policy go to www segra com/customercare
from 57 per centin 2009, by focusing
on customer relatonship management,
as measured through our 2011 survey
Continental Europe target only = to These targets were deemed no longer applicable as we are now using other metnics 1o 2012 N/A
continue Lo IMprove consistency in measure our performance against customer satisfaction. For more information on our
satisfaction levels between countries, customer care policy 9o LD Www segro com/customercare
as measured through our 2011
survey, by tmplementing smart,
effiaent customer senace procedures
Engage wath a significant During 2012, we engaged wath a total of 621 customess about sustamability ssues. 20 new Green 2014
number of customers to Leases or Memorandurms of Understanding were signed (9 n France, 11 m ltaly) 27 customers
improve sustainability had speafic disaussions about renewable energy; and 525 customers in the UK were engaged in
speafic disaussions about sustainabdity issues This represents a significant narease In engagerment
n 2012
COMMUNITIES
Invest in communities where We Irnvested approximately £1 9 milkon in time money and space to 9ood causes in 2012 2014
we have a major presence anincrease of 10 4 per cent on our 2011 contnbutien and contimuing our trend of ncreasing
rvestment year on year
In 2012, we ether launched or maintained community engagement plans in Hounstow 2014

Ensure that community
engagerment plans are in
place where we have a
maor presence

Hilingdon, Wokingham Slough and Ealing This represents five of our seven estates where
we have a major presence.

SAFETY

Mamntain a zero fatality rate
throughout Group operations

! The Group has maintained its rate of zero fatahlies duning 2012

2012

Ensure no health and safety
prosecutions or enforcement action
throughout Group operations

Zero health and safety prosecutions or enforcement actians were recerved dunng 2012

2012

Implement assessment and training
requirernents for the Group-wide
Driving for Work Policy

In the UK, 17 dassroormn-based driver training courses were completed and sbx ndoaduals
were provided with In-veticie drver training sessions In Contnental Europe, 66 employees
were assessed using an online wark-related road nsk assessment (¢ high nsk, 53 medium nsk,
4 low nisk)

2012

ACCESSIBILITY
AND FLEXIBILITY

For alt appropnate new developments
and managed estates to have a tailored
travel plan

Duning 2012 we contmued to maintain our existing green travel plans These are in place at

Slough Trading Estate and |Q Winnersh, in the UK and Energy Park in haly

2014

O 000 OO0 | O
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CORPORATE RESPONSIBILITY REVIEW CONTINUED

R
RESOURCE EFFICIENCY

We had 3 very active development programme in 2012 and
we undertook to construct bulldings with 30 per cent better
energy efficiency than base-build Due to the requirements of
local planning authonhes and building regulations increasing
In recent years, our performance in this target for 2012 was

a 16 per cent improvement over the current base-buid
standards Since 2009, our average Improvement over the
base-build requirements, in the UK, 1s 35 per cent We are
commuitted to continuing to make progress to improve the
energy effiaency of our design speafications

As part of our development programme and to respond to
incoming legistabion relating to mowmum energy performance
standards of buildings, we continue to focus on EPCs We believe
that these ranngs are indicative of the mherent quaiity of an asset
and we work dosely with our customers and extemal suppliers
to ensure that we design and develop sustainable buildings as
well as refurbish existing bulldings with the aim of makeng them
more energy efficent. Of the buildings where we have an EPC
in place, more than 85 per cent have a rating of E' or better

Dunng 2012, the hke-for-like energy consumption for our own
occupied offices and the shared services across our portfolio
equated to 44 muflion kWh, which represents an increase of
just over 19 per cent (7 millon kWh from 2011 Some of this
Increase can be attnbuted to weather factors in 2012 which
required greater HVAC usage Despite thus, like-for-like energy
consumption in our occupied offices decreased by 3 per centin
2012 Overall, we have sigruficantly improved our metenng and
data collection methodologees in 2011 and 2012, which enables
us to understand our energy consumpnon i1 a lot more detall

We are committed to increasing our renewable energy capaaty
in order to reduce our own CC, emssions and also to support
our custorners with their own environmental targets In
Germany, we have the capacity to generate 6,95% Mwh of
green energy per year integrated into our buildings and we

will expand this In 2013 In the UK we have 304 kWp of
renewable energy mstallations across our portfolio in the

form of wind turbines, solar PV, solar thermal and an/ground
source heat pumps
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Our development projects In 2012 generated 329,834 tonnes of
waste Over the past three years the average reuse and recychng

rate for our actnibies has been 91 per cent, which has significantly
exceeded our target of 80 per cent.

In 2012, we used 103,092 m? of water, which was a 2 per cent
increase from our 2011 consumption However, we believe that
some of this Increase Is attnbutable to the improved way Inwhich
we have been able to report water Usage across our portfolio

S
COMMUNITIES

In 2012, we invested approximately €1 9 million in bme, money
and space to good causes based around our business locations

Raising money for chantes that supported cancer-related iliness
was the focus of our Chanty of the Year fundraising actvties
across all areas of our operations Employees aimed to raise
£50,000 which was then fund matched by the Company, up to
a maximum of £50,000 This money was split proporticnally
among the chanties depending on how much had been raised
by each country Throughout the year, employees took partin
vanous actvities, Induding tmathlons, half marathons, cake
baking, golf and sarling days, all with the aim of raising as much
money as possible We were delighted to present Children

with Cancer UK with a chegue for £100,000, of which
approamately £57,200 had been raised by employees

In Continental Europe, we supported five chanties In total they
recewved £23,000, of which £13,000 was raised by employees
and £10,000 was matched by the Company

Although our main focus was on our Charity of the Year,

we made a number of cash donations to other causes in 2012
These induded Breast Cancer Care, Fundaca GAJUSZ

(a certtre for children who are arbcally I, based in Poland),
Passerelles et Compétences (business skills mentoring, Paris),
Wooden Spoon and tandAsd, ameng others

We continue to be actively engaged with the communities

in which we operate In 2012, we supported a total of 68
causes This included ongotng support for organisatiens such
as Ressourcene 2mains in Paris and Age Concern in Slough
which we supported in 2011, as well as engaging with new
projects such as Haybrook College/Kitchen Craft

LEFT

Dawd Sleath pictured
with Pippa Gough,
Corporate Partnerships
Manager, Chuldren with
Cancer UK




Our support covers the provision of free commercial space,
business advice and guidance as well as donating cash and
equipment. In these difficult economic imes our support 15
Increasingly iImportant to these causes and they are very
grateful te us

For the fifth consecutive year, we supported The Outward
Bound Trust, which sent 97 pupils from three schools (Slough
and Eton Business Enterprise College, Reading College and
The Westgate Secondary School to one of its residential
courses to help young people from challenging backgrounds
ta learm new skills and develop their confidence.

STAKEHOLDERS

OQUR CUSTOMERS

We once again conducted a Group-wide customer satisfaction
survey in 2012, when we asked for feedback from our
customers Overall sasfaction as an occupier of our buildings
15 rated at 72 per cent.

In 2012, and as a direct result of feedback from the 2011
customer satisfaction survey, we launched our customer care
policy This included a custorner care handbook, which tells a
customer everything they need to know when they occupy one
of our buldings, and a dedhcated sechon on our website which
detalls the process should customers wish to raise any 1ssues
with us We are particularly pleased that 79 per cent of our
customers In 2012 said they were satisfied with the way in which
we communicate with them and we believe that the actions we
took during the year contributed to this performance

QUR SUPPLIERS

We expend a considerable amount on the purchase of
products, services and works each year The way in which we
manage our procurernent and supply chain 15 increasingly
impartant to us in terms of our reputation, alignment with our
social responsibility objectives and ensunng that we are
receiving value for money We reviewed and updated our
procurement policy in 2012 We ensure that we work with
companies who have the corvect licences in place, where
applicable, as well as gauging their approach to environmental
1ssues Using a supplier assessment form, we ask speaific
questions to ensure that our supphers are following sustainable
prachces and are compliant with the relevant regulations

The total number of suppliers used by SEGRO 1s approximately
3,200 and this equates to a spend of approximately £300 million
per annum

QUR INVESTORS

SEGRO places frequent and open communicaton with the
nvestment community among the highest of its pronties. Dunng
2012 we met wath approximately 150 investars through a
combination of one-to-one meetings, conferences and roadshows
1n locahons induding the UK, US, Netherlands and France.

In Novemnber, we took a group of 34 analysts and investors on
a tour of our assets in Pans This provided an opportunity to
outhine how our French operatians fit withtn our wider Group
strategy We were also able to showcase some of our exsing
assets, at sites such as La Courneuve and Le Blanc-Mesnil, as
well as some of those assets which we had acquired as part of
the FEL acquisition

We ensure that the Chairman and Senior Independent Director
are available to our shareholders, should they have any
concerms and where contact through our usual channels has
failed to resolve or 1s otherwise inappropnate All Board
Directors are avallable for meetings with shareholders

The Company’s website, www.segro com, provides all
shareholders with comprehensive informanon on the Group’s
recent business actnabies and finanaal developments.
Shareholders can access thus information through webcasts, press
releases and video-recorded nterviews wth the Chief Executrve

QUR EMPLOYEES

Understanding our strategic prionties — One SEGRO
2012 was a year of significant change for us The reorganisation
in 2011, followed by an intensive phase of portfoho reshaping
1 2012, meant that It was important for us to raise the bar on
how we communicated intemally Under the banner of One
SEGRO, our ambition was to make sure that everyonein the
business understood the part that they played in delivenng

the strategy through a proactive prograrnme of intemal
communications

At a Group level, to comade with our external financal
reporting cyde, the Chief Executive and other members

of the Executive Commuttee hosted quarterty employee
presentations, connecting all of our employees througha
Group webinar The webinars have provided an interactive way
for employees to engage with the presentations by giving them
the ability to ask questions direct to sentor management via an
online chat fachity This new communication tool has been key
in helping us to bring to ife how our everyday actions are
linked to the strategic goals of the business

At a local level, regular monthly bnefings, led by business
unit heads, took place where employees particpated inbusiness
performance updates at both Group and business unit level

7 2%

Overall sansfachon as an
occupier of our bulldings
1srated at 72 per cent

96%

of employees agree they
understand the aims and
objectives of SEGRO

LEFT

winners of the
Qutstanding Team
Contnbution to One
SEGRQ —the London
Heathrow Leasing,
Asset Management and
Development Team
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CORPORATE RESPONSIBILITY REVIEW CONTINUED

In 2012, we also iInroduced a regular all-employee newsletier
from the Chief Executive called ‘In the Know" The newsletter
15 a micture of business and social news, as well as highlighting
indwidual and team successes during the course of the year

We ended the year with our first all-employee One SEGRO
conference 1n December, bninging together all of our teams
for a London 2012 event

Dunng the conference, employees were recogmised for their
outstanding contributiens towards achievernent of our strategic
objectives The conference was a great success and we were
delighted to have given more than 40 awards to outstanding
indviduals in recogrution of their contnbution to the business
dunng 2012

Measunng our success

At the end of 2012, we conducted an all employee
engagement survey, “Your Say’, with an independent survey
speciahst. This was an oppertunity for colleagues to pravide
feedback on how they felt about working at SEGRO and we
were delighted with the 91 per cent response rate we received

Given our focus dunng the year of communicating a clear
wvision for SEGRO, we have been very pleased with the survey
results we have receved, with moare than 96 per cent of
employees agreeing that they understand the arms and
cbjectives of SEGRO In additron, more than 90 per cent of our
employees care about the future of SEGRO and understand
how the work that they do helps us to achieve our ams

While our portfolio reshaptng has resulted in some
redundanaes dunng the course of the year, we are encouraged
by our hugh level of employee engagement scores dunng this
period of significant change We are, however, clear that we
need to continue to work hard to ensure that our employees
feel fully consulted in the changes affecting the business and
their roles

Durnng 2013, we wilt be cascading the results of the survey

to employees and helding workshops with the senior managers
to reflect, hsten and take action on the areas of feedback where
we need to improve

Developing our talent

In 2012, we continued to focus on nurtunng and promoting
talent from within the organisation Dunng the year, the vast
majonty of our promotions were made interally, reinforang
our belief in the quality of our talent pipeline

Dunng 2012, we invested more than 2,452 hours n training
and are pleased to report that through the “Your Say’ survey,
93 per cent of our employees told us that they felt that they
had the knowledge and skills to do their jobs

We continued to be a member of the Henley Partnership, run
by Henley Business School, whrch offers a range of theught
leadership events, focusing on current issues relevant to
business, team-buifding and leadership skills Employees who
have attended these events have found them very worthwhile,
benefiting from tackling 1ssues from a different perspective
and debating matters with indmwduals from a range of
different industries In 2012, 22 employees attended these
partnershup sessions.

Valuing diversity

We are committed to offering equal opportuniues to pecple
with disabilines and, if an employee becomes disabled while in
our employment, we will offer appropnate support, retraning,
equipment and facilities to enable them to continue in thesr rote
with SEGRO

We recogruse the benefits of drversity and the value this bnngs
to the erganisation in terms of skills, knowledge and experience
We have a good record of promoting and appointing women
to senior roles Women hold four out of 15 positions on our
Senior Leadership Team
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S
HEALTH AND SAFETY

We are proud of our excellent health and safety record, which
has been achieved by implementing robust management
controls and careful auditing procedures. The health and safety
of our employees, contractors and all cther parties who work
for us 1s a top pnonty We are fully comnutted to malkang our
business and our properhes a safe and healthy place to work
by achieving the highest standards in our health and safety
performance

In 2012, we undertock a review of our existing health and
safety policy to take into account our organisational changes
and new business strategy We adopted a One SEGRY'
approach to ensure that our health and safety strategy 15
consistently embedded within all the decision-making
processes across the Group This new policy will ensure
that SEGRO’s focus and continuing commitment to
improving health and safety throughout the Group are truly
reflected within our procedures and business operations

In 2012, we successfully completed the Health and Safety
Estate Audit Programme across Continental Europe These
audtts have been established in the UK for anumber of years
and the new combined approach provides further consistency
towards how we proactively manage our estates

Qur Acadent Frequency Rate for SEGRO employees reduced
to zero In 2012, compared with 0 35 per 200,000 hours
worked in 2011 There were no health and safety prosecutions
or enforcement actions in 2012 and therefore we achieved
our target in this respect.

In 2012 we set ourselves the target to assess and implement
traning requirements for the Group-wide Dnving for Work
policy Inthe UK, 17 classroom-based training courses were
completed and six individuals were provided with aninvehude
dnver training session In Continental Europe, 66 employees
were assessed using an online work-related road nsk
assessment

This year our targets will include the following

- Tomaintain a zero fatality rate throughout Group
operations,

— Toensure no health and safety prosecutions or
enforcement actions throughout Group Operations, and

~= Tomplement the assessment and traning requirements of
the Group-wide Driving for Work policy




ACCESSIBILITY AND
FLEXIBILITY

Accessibility continues to be a key consideration for us and
we work with our customers, local authonties and transport
providers to ensure that our estates are easily accessible

To achieve this we have put in place travel plans so they can
be reached in a way that s favourable to the ermironment

Dunng 2012, we maintained the green travel plans we have
in place at the Slough Trading Estate and 1Q Winnersh in the
UK and Energy Park In ltaly We continue to promote cycling
to the workplace and encourage this by incorporating bike
racks into the design of cur buildings, while also operating

a cycle park scheme for our employees

We design and construct our industnal buildings so they

can be easily adaptable for multiple uses and are, therefore,
altractive to a wide vanety of businesses This benefits our
customers bacause we have the flexibility to meet ther
ndnidual requirements It akso benefits local authonties and
communities in the areas in which we operate by giving them
a competitive advantage in attracting and retaining Investment
as well as safeguarding and creating new jobs

COMPLIANCE WITH
EPRA SUSTAINABILITY
BEST PRACTICE
RECOMMENDATIONS

SEGRO 15 a member of the EPRA Sustainzbility Reporting
Committee and has warked with the European publicly-isted
real estate sector o lay out a set of recommendations for
standardised reporting on key environmental Impacts across
the industry

We continue to report against the EPRA Best Practice
Recommendabons and have made significant improvements
in our Group-wide energy and water data reporting in 2012

We have achieved an EPRA Bronze Award for the disclosure
of operanional energy, water, and waste performance data:n
our 2011 Sustainability Report
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FINANCIAL REVIEW

S
INTRODUCTION

Progress against our strategic priorities
has contributed to a positive financal
performance in 2012 EPRA earnings
grew by 4 9 per cent, with like for ke

net rental Income growth and a further
improvement in our total cost ratio The
balance sheet 1s robust, with our recychng
activity delivering a reduction in net debt
of over £200 million during the year

HIGHLIGHTS

31 DECEMBER 31 DECEMBER

2012 201

Total property return (%) on 08

Net asset value (NAV) per share (p) 302 345

EPRA! NAV per share (p} 294 340
Realised and unreahsed property loss? (£Em) (353 2) 260 1)
Loss before tax (Em) (202 2) (53 6}

EPRA! profit before tax (£m) 1449 1385
Loss per share {EPS) (p} 26 6) “4 1)
EPRA' EPS (p} 193 184

1 EPRAMNAV EPRA EPS and EPRA profit belore 1ax are altemate matncs 1o thelr IFRS equrvalents that are calculated In
accordnce with the Best Practoss Recommendaons of the European Public Real Estate Association EPRAL SEGRO
mmummm:mhgrﬁgmmmmmmdmmmmm
which & our core aperabonal actnty The EPRA metrics also presnde a conssstent basss i enable 2 comparson between

Eurcpean property com)

pares.
2 Inchudes the realised and unreafised property loss of £340 8 rullion for the wholly owned portiofic (see note B 1o the
finanaal statements) and the realised and unrealisad property loss of £12.4 million from our share of jomnt wentures

{see note 7 to the finanaal statements),

TOTAL PROPERTY RETURN

Total property return 15 a measure of the ungeared combined
income and capital return from the Group’s property portiolio,
excluding land, and 15 calculated in accordance with IFD

Total property return for the year was 0 1 per cent negalive,
compared to a 0 § per cent posiive return for 2011 Ths
reflects an income return of 6 S per cent {2011 5 7 per cent),
offset by a negative capital return of 6 2 per cent (2011 4 9 per
cent negative) The improved income return reflects the benefit
of a lower vacancey rate, a reduction i non-income producing
assets and an improved Iike for like net rental income The
higher negative capital retum i 2012 15 dnven by an
unrealised vatuation dedine, pnnapally in relation to our large
nan-strategic assets and our UK office porifolio Reaksed losses
on disposals of non-core assets during the year have also
contributed to the negative capital retum

NAV AND EPRA NAV PER SHARE

A reconaliation of EPRA net assets to total net assets
attnbutable to ordinary shareholders and the corresponding
NAV and EPRA NAV per share calculations s provided in note
14 to the financial statements

EPRA NAY per share at 31 December 2012 was 294 pence,
compared with 340 pence as at 31 December 2011 The
decrease s largely as a result of the reduction in non-core
property values and South East UK suburban offices, and
dmidends paid, offset by EPRA profit generated

SHARES PENCE
£m MILUON PER SHARE
EPRA NET ASSETS ATTRIBUTABLE TO ORDINARY SHAREHOLDERS AT
31 DECEMBER 2011 25215 7406 340
Realised and unrealised property loss (including lont ventures at share) (353 2) 47N
EPRA prolit before tax 1449 20
Didends (2011 final and 2012 intenm) (1097 5
Early close-out of bond and bank debt (net} (14 5) (2)
Exchange rate movement 56 [{H]
Other (74) (4}
EPRA NET ASSETS ATTRIBUTABLE TO ORDINARY SHAREHOLDERS AT
31 DECEMBER 2012 21760 7409 294
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REALISED AND UNREALISED PROPERTY GAINALOSS)
A total realised and unrealised loss on property for the wholly
owned portfolio of £340 8 million 2011 €271 8 million loss}
has been recogrised in 2012, which inciudes an unrealised
valuation defiait on investment properties of £283 2 million
(2011 £272 3 million defiaty A loss of £28 9 million arose in
2012 on disposal of investment properties and a further loss of
£1 8 million arose on disposal of trading properties (2011 £5 2
rrllion gain and £5 2 mullion gain, respectively) Impairment
provisions of £24 9 million 2011 £9 1 million) were recorded
on certain trading properties as the farr value 1s deemed to be
less than the onginal cost. The total realised and unreahsed
property loss for the wholly owned portfolio 1s further anatysed,
n riote 8 to the financial statements

Qur share of realised and unrealised property losses
generated from joint venture interests was £12 4 miltion
(2011 £11 7 millten gain) and are further analysed in note
7 to the financial statements

The Group's trading property portfolio (induding share of joint
ventures) has an unrealised valuation surplus of £79 rnillion at
31 December 2012 (2011 £11 4 mullion surplus), which has not
been recognised 1n the finanaal statements as they are
recorded at the lower of cost or fair value

EPS AND EPRA EPS

EPS 15 (26 6) pence for 2012, compared to (4 1) pence in 2011
The main drivers behind this were the higher realised and
unreahsed property losses and a reduced fair value gain on
dervatives in 2012 compared to 2011

EPRA £PS of 19 3 pence pershare 15 4 9 per cent higher than
the 2011 equivalent (18 4 pence per share) as a resultof a

£6 6 milhon increase tn EPRA profit after tax, which s further
analysed in the EPRA Profit and following sections below

EPRA PROFIT

A reconcliation between EPRA profit before tax and
TFRS loss before tax 15 prowded in note 2 to the finanaal
statements

EPRA profit before tax increased by £6 4 million compared
to 2011 The reduction in net rental iIncome, largely due to
disposals, has been more than offset by reductions in EPRA
net finance costs and admimistration expenses In additon,
SEGRO s share of EPRA profit generated from our jomt
ventures and joint venture management fee mcome earned,
have alsc increased following our acquisition of the Logistics
Property Partnership joint venture

EPRA PROAT
EPRA profitis armved at as follows 2012 2011
£m £m
Gross rental income 3054 3261
Property operating expenses 506) (54 9)
NET RENTAL INCOME 2548 2712
Joint venture management fee income 74 59
Administration expenses 279 (321)
Share of joint ventures’ EPRA profit! 202 166
EPRA OPERATING PROFIT BEFORE INTEREST AND TAX 2545 2616
EPRA net finance costs 109 6) (123 1}
EPRA PROFIT BEFORE TAX 1449 1385
Tax on EPRA profit a9 @n
EPRA PROFIT AFTER TAX 1430 136 4
1 Comprses et property rental incorme legs admini p net interest exp and taxabor.
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FINANCIAL REVIEW CONTINUED

NET RENTAL INCOME

Like for like net rents have ncreased by £3 9 mition, dnven

in part by the reduced vacancy, which has had the dual impact of
In¢reasing gross rental income and reduang property operating
expenses on a like for ke basss, as well as the impact of rent
reviews and other cost savings.

Net rental income n total has decreased by £16 4 rnullien
compared to 2011 The hike for like net rental income increase
noted above combined with the increase in income from
developments (€9 0 million} and acquisibons (€5 7 million, is
offset by the impact of disposals (£21 O rillion decrease in the
UK and £2 2 million decrease in Continental Europe), a weaker
euro average exchange rate this penod compared to 2011

(£6 3 million) and reduced income from sumrender premiums
and dilapidations (€3 3 milhory

The key drivers of the movement in net rental income are set
outin the table below

JOINT VENTURES

Joint venture management fee income has increased by £1 5
mullion, largely due to fees eamed from development activity
within the APP joint venture and management fees earmed
from the newly acquired LPP [oint venture

SEGRO's share of EPRA profit from jaint ventures” has
increased by £3 6 million compared to 2011 EPRA profitof
£4 8 million has been recogrused dunng the year in relation to
SEGRO's share of the LPP joint venture, which was acquired in
January 2012 This 15 offset by a reduction in SEGRO's share
of EPRA profit generated from the APP joint venture of £1 5
million to €99 mallion, largety due to disposals and takebacks

TOTAL COSTS

The Group 15 focused on carefully managing its cost base and
regards the total cost ratio as a key measure of performance
The tota! cost ratio caleulation 1s cuthined in the table below

The total cost ratio for 2012 was 22'9 per cent compared Lo

24 5 per cent1n 2011, notwithstanding the net disposals in the
period The improved ratio in comparison to 2011 15 largely
dniven by a reduction 1n administration experses of £4 2
million due to reduced staff costs and other professional fees
Cost control will continue to be a high prionty for the Group,
with continued focus on the cost base whilst the Groupis in a
net divestment position

Vacant property costs are one of the Groups largest costs,
whereby property taxes, mamtenance and other estate service
expenses relating to unlet propertes are bome by the Group
Vacant property costs have decreased by £1 5 millionto £13 7
million (2011 £15 2 mullion) as a direct result of the reduction
1 vacancy from 91 per cent to 8 2 per cent The costratio,
excluding vacant property costs, was 19 0 per cent for 2012
(2011 203 per cent)

NET FINANCE COSTS

EPRA net finance costs iwhich exclude the fair value gains and
losses on interest rate swaps and currency denvatives and
realised gains or losses on debt buy backs) have decreased

by €13 5 milien to £109 6 million The decrease Is manty
attnbutable to the impact of interest savings from disposal
proceeds used to reduce net debt, lower short-term interest
rates and currency transtation, which have offset the impact

of higher Interest costs resulting from acquisiians and funding
of the largely pre-let developrment programme

2012 on

LIKE FOR LIKE NET RENTAL INCOME £m £m
Completed properties owned throughout 2012 and 2011 (ike for ike net rental income’ 2142 2103
Development lettings 116 26
Properties taken back for development 07 16
LIKE FOR LIKE NET RENTAL INCOME PLUS DEVELOPMENTS 2265 2145
Properties acquired 62 05
Properties sold 153 385
NET RENTAL INCOME BEFORE SURRENDERS, DILAPIDATIONS AND EXCHANGE 2480 2535
Lease surrender premiums and dilapidation income 29 62
Rent lost from lease surrenders and other income 39 52
- 63

Impact of exchange rate difference between years

NET RENTAL INCOME PER FINANCIAL STATEMENTS

2548 2712

2012 2011
TOTAL COSTRATIO £m £m
COSTS
Property operating expenses' {see note 5 to the financial statements) 506 549
Administration expenses {see note 6 to the financial statements} 279 321
Share of joInt venture property operating expenses? {see note 7 to the financial statements} 48 45
Less
loint venture property management fee ncome (see note 4 to the financial statements) “n 35}
TOTAL COSTS(A) 792 B8C
GROSS RENTAL INCOME
Gross rental income (see note 4 to the financial statements) 3054 3261
Share of joint venture property gross rental income (see note 7 to the finanaal statements) 400 330
TOTAL GROSS RENTAL INCOME (B) 3454 3591

TOTAL COST RATIO (AYAB)

22%% 24 5%

1 Property operating expenses ar nat of costs capetaised in accordance with IFRS of £2.6 mitlion (see note 5 to the Enanaal s for further d

of costs capitalised?

3 on the nanre

2 Share of joint venture property operating expenses after deducting costs related lo performance and other fees.
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A net fair value gain on interest rate swaps and other denvatives
of £22 9 milhon has been recognised wathin net finance costs in
2012 (2071 £67 1 million gain), mainly as a result of a further
deqrease in medium-term sterfing interest rates on the far
value of the Groups pay floating, recerve fixed sterling interest
rate swap portfolio As discussed further in the Finanaal
Posiion and Funding section below, a loss of £16 8 mullion has
been incurred In relation to the purchase and cancellation of
£112 6 million of Bonds and Notes in December 2012 Thisis
partially offset by a gain of £2 3 million recognised following
the cancellahon of £82 mullion of commutted debt facilities In
May and June 2012 The gains and losses discussed in this
paragraph are not ncduded in EPRA net finance costs, in
accordance with EPRA Best Practices Recommendations

TAX

A tax credit of £4 9 million has been recogrised in 2012 (2011
£23 0 million credit), with a £1 9 mullion tax charge attributable
to EPRA profit (2011 £2 1 mullion charge), offseting a £6 8
million tax credit in relaton to the non-EPRA loss 2011 £251
million credit) The tax charge on EPRA profit reflects an
effective tax rate of 1 3 per cent (2011 1 5 per cent), consistent
with a Group target tax rate of less than 3 per cent.

The Group's target tax rate of less than 3 per cent reflects the
fact that around three quarters of its assets are located in the
UK and France and qualify for REIT and SHC status in the UK
and France respectively These regimes were introduced by
the respective govermments to remove negualibes between
different real estate investors and to provide an opportumty for
shareholders of all stzes to invest in property in a low-cost and
tax efficent way As a result, UK REIT and French SHC status
means that income from rental profits and gains on disposals
of assets (in France and the UK) are exempt from corporation

tax provided SEGRO meets a number of conditions, including,
but not imited to, distnbuting 90 per cent of profits from rental
income These distnbuttons (PIDs) are subject to 20 per cent
withholding tax unless the shareholder has tax exempt status
The distnbuncns are then further taxed in the hands of the
shareholder at their marginal rate of tax SEGRO's profits

in other countries remain taxable

CASH FLOW AND NET DEBT RECONCILIATION
A summary of cash flows and a reconaliation of net debt for
the year is set out In the table below

Free cash flow generated from operations was £1071 milion
in 2012, a decrease of £171 million from 2011, pnmanly due
to a reduction in cash fow from operations followtng the net
disposals In the year, a decrease in proceeds from trading
properties and an increase In rent averaging income This s
partially offset by reduced finance costs, as proceeds from
disposals were used to reduce debt. Furthermare, tax paid has
inareased following 2 payment made to HMRC in respect of
tax planning entered mito by Bnixton (prior to the Group’s
acquisition of the company) which was fully prowided for at
the time of the Bnxton acquisition

Capital expenditure on acquisitions and development of
investment properties totalling £277 9 million has been spent
as well as £51 8 milhon in acquinng a [oINt venture interest,
which was funded through proceeds from mvestment property
sales of £494 2 million Dradends pad of £10% 7 milhon are
based on the 201t final and the 2012 intenm The settlement
of foreign exchange denvatives has led to an inflow of £56 0
million as euro rates have weakened against sterling n the year
Net debt has reduced by £213 1 million in the year from
£2,303 4 mulhion to £2,090 3 million

2012 201

£m £m
OPENING NET DEBT (23034) (2,203 2}
Cash flow from operations 2051 2390
Finance costs (net) (103 9) 1203)
Dividends recerved (net) 187 104
Tax paid (net} (12 8) 49
FREE CASH FLOW 1071 1242
Dividends paid 19 7 107 4)
Acquisitions and development of investment properties Q779 1871}
Investment property sales (including joint ventures) 4942 799
Net settlement of foreign exchange denvatives 560 (A )]
Net investment in joint ventures (518) 159}
Other items 152) 79
NET FUNDS FLOW 2027 (1065}
Non-cash movements 53) 53)
Exchange rate movements 157 116

CLOSING NET DEBT

20903) (2,303 4)
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FINANCIAL REVIEW CONTINUED

2012 on

£m £m
INVESTMENT
Development expenditure on investment properties 1303 1369
Acquisitions of investment properties 1530 453
Development expenditure on trading properties 129 84
Acquisiions of trading properties - 36
TOTAL INVESTMENT' 2962 1942
DIVESTMENT
Investment properties (52000 (77 6)
Trading properties 228) (25 8)
Joint ventures 29 -
TOTALDIVESTMENT® (546 D (103 4)
Netl tnvestment in joint ventures' 657 -
NET CAPITAL (DIVESTMENT)/INVESTMENT (184 8) 908

t Values are stated on an acoruals basis rather than a cash fowbasis and exdude gains or lasses on dispasals and therefore can differ w the Cash Fiow and Debt Reconciiation

section above

CAPITAL INVESTMENT/DIVESTMENT

As detalled more fully in the Chief Executive’s Review, the
Group has made excellent progress in its key strategic prionity
of reshaping the portfolio dunng the year The disposal
programme has successfully divested £546 7 milkon of
non-core assets which was ahead of target, of which £296 2
million has been reinvested inte the acquisition of assets

more aligned with our strategy and into our largely pre-let
development programme The net divestment in 2012 of
£184 8 milion (2011 £90 8 million net investment) as detalled
in the table above, has been used to reduce debt, as outhned
in the Cash Flow and Net Debt Reconailtation section above

Contractual obligations in respect of future committed
acquisitions and development expenditure on projects
currently in progress or committed arnount to approximately
£629 milhion 2011 £100 7 nillion}

TREASURY POLICIES AND GOVERNANCE

Group Treasury operates withtn a formal treasury policy
covering all aspects of treasury actvity, including funding,
counterparty exposure and management of interest rate,
currency and iquidity rsks Group Treasury policies are
reviewed by the Board at least once a year The most significant
change made as part of this review during 2012 was to reduce
the lower lrut for fixed interest cover fraom 60 per cent 1o

50 per cent of net borrowings This change was made to
provide additional Alexibility to manage nterest cover through
the property portfolio reshaping process, whilst ensunng that
the majonty of the Group’s debt remains at fixed rates The
Group has significant headroom against the interest cover
covenants within its debt funding amangements, and even

If fixed interest cover were at 50 per cent, the risk of breaching
these covenants due to adverse interest rate movemnents
would be low

Group Treasury reports on compliance with these policies
on a quarterly basis to the Treasury Commuttee, which
tncludes the Chief Executive and 15 charred by the Group
Finance Director

FINANCIAL POSITION AND FUNDING

At 31 December 2012, the Group s net borrowings were
£2,090 3 milion (2011 £2,303 4 mullion), comprising gross
borrowings of £2,106 9 million (2011 €2,324 6 million} and
cash balances of £16 6 milion (2011 €21 2 rrufhion) These cash
balances, together with the Group’s interest rate and foreign
exchange dervatives portfolio, are spread among a strong
group of relahonshup banks, all of which currently have
long-term credit ratings of A- or better
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The Group has actively managed its debt funding during the
year in order to maintain both a strong iquidity position and
debt matunty profile whilst managing net finance costs The
Group also seeks to maintain an appropnate mix of debt
funding, between long-dated core funding provided by bonds,
and shorter dated bank faalibes providing funding headroom
and Rexible borrowings that can be repaid as the portfolio
reshaping process generates disposal proceeds The falowing
significant debt-related transactions were completed durng
the year

1 InMayand June 2012, £82 milion of commutted debt
facilites matunng in 2014 were cancelled at a discount
to face value, generating a profit of £2 3 million,

2 In November 2012, a €100 million bilateral bank faclity
matunng in April 2014 was refinanced to extend the
matunty of €30 mitlon of the facility until November 2014
and the remaining €70 rriflion until November 2017, and

3 Following a formal tender offer process, on 6 December
2012 we announced the purchase and cancellation of the
following Bonds and Notes with an aggregate nominal
amount of £112 6 miltion

1 £499 milion of the £150 millton 6 25% Notes
due in September 2015,

n £31 1 milion of the £150 muihon 5 25% Bonds
due n October 2015, and

" £31 6 million of the £210 million 6 00% Beonds
due n October 2019

The rationale for this transaction was to manage the sources
and matunties of the Group s debt funding and achieve

a lower running cost of debt The purchase was funded

by drawing on the Group's existing committed bank
facities This transaction generated an exceptional charge
of £16 8 milllon The most sigrificant element of this charge
(£13 1 million) is the difference between the market pnce of
the purchased bonds {on announcernent of the tender offer)
and their face value. This amount represents a pre-payment
of future bond coupons which are at a tugher Interest rate
than prevaiing market interest retes The remainder of the
exceptional charge 15 made up of a premium of £1 3 million
taround 1 per cent) to the quoted market pnce of the bonds
on announcement of the tender offer, fees of £0 4 milion
and £2 0 million of accelerated far value and capitalised
finance cost amortisabon

There was a reduction in the average interest rate of the
gross borrowings of the Group at 31 December 2012 of
0 2 per cent, as a result of the transaction This was driven
by the lower interest rate on the bank debt drawn ta fund
the buy back compared with the coupons on the Bonds
and Notes purchased and cancelled




At 31 December 2012, 81 per cent (£1,689 1 milior) of the
net borrowings of the Group were long-term bonds with the
remairung 19 per cent (€401 2 millton) representing bank
borrowngs net of cash This mix of debt prowides sigruficant
flexability to repay short-term bank borrowings as further
non-core disposal proceeds are realised during 2013 We will
continue to carefully manage the composition of our debt

to balance the mantenance of liquidity headroom with the
avoidance of having too high a proportion of relatively higher
cost and financially less Aexible bond debt.

The Group’s debt partfoho s predominantly unencurmnbered
(secured barrowings at 31 December 2012 were £41 0 million,
representing just 2 per cent of the Group’s gross borowings),
which provides additional flexibility to support the portfolio
reshaping process withm the wholly owned pertfolio and supports
the strong credit rating of the Group’s unsecured bonds

Group policy 15 that debt funding in joint ventures should be
on a non-recourse basis to the Group Given this requirement,
and the size of the joint ventures, secured funding is generally
the most cost effective source of debt finanang At 31 December
2012, the Group's share of the gross borrowings in its joint
ventures was £317 0 million

The market value of the gross borrowings of the Group at

31 Decemnber 2012 was £2,4099 milton (2011 €£2,5075
mill:iony, £303 0 rrifiton (2011 £182 9 million) higher than the
balanice sheet cammying value The increase in the differenbal
between the book value and the market value of gross
berrowings relates predominately to a significant increase in
the market value of the Group's sterling Bonds and Notes,
driven mainly by the decrease dunng the year n the credit
spread on SEGRO's bonds This differental, which typically
fluctuates on a daily basts and usually reduces as the matunty of
the bonds approaches, would be crystallised as an exceptional
cost and a reduction in EPRA NAV if these borrowings are
repaid pnior to their matunty date

The net market value of the Group’s portfolio of interest rate
swaps at 31 December 2012 was an asset of £103 3 millon
(2011 €811 mithon), made up manly of sterling instruments
that swap some of the Group's steriing Bonds and Notes from
fixed to floating Interest rates Theincrease n the value of these
swaps dunng 2012 was dnven by falling medium-term sterling
swap rates, and partially offsets the increase in the market value
of the Group's sterling Bonds and Notes noted above Itwould
be crystallised as a net increase in EPRA NAV If these
instruments were repaid prior to their matunty date

The net market value of the Group’s forward foreign exchange
and currency swap contracts at 31 December 2012 was a net
hability of £13 8 million (2011 an asset of £28 5 muion)

These contracts are mainly short-dated (matunties of six
months or less} nstruments used to swap sterling habilities into
euros as part of the Group’s currency transtation hedging
strategy The strengthening of the euro against stering towards
the end of 2012 resulted In a reduction in the market value of
these denvatives This was, however, offset by a corresponding
increase In the stering value of the euro denominated property
assets that they are hedging

GEARING AND FINANCIAL COVENANTS

The loan to value (LTV ) ratio of the Group at 31 December
2012 on a look-through basis (i e including the borrowngs and
property assets of the Group s share of joint ventures, which
will be our principal measure of LTV going forward) was 51 per
cent {2011 49 per cent} Induding, on a pro forma basis, the
impact of the MPM Murch and Thales disposals announced
on B January 2013, the LTV ratio reduces 1o 50 per cent

On a wholly owned basis, the LTV ratio of the Group was

52 per cent at 31 December 2012 (2011 50 per cent) and

51 per cent after adjusting for the impact of the MPM Munich
and Thales disposals

We reman comrmitted to our target of reducing the LTV rabo
towards 40 per cent over the longer term because we continue
to believe that REITs with lower leverage offer a lower nsk, less
volatile nvestment praposttion for shareholders Owver time we
expect the Group’s leverage to reduce through selling assets,
through development, asset management, rental growth
driven gams and from cydical valuation uphfts

The geanng ratio of the Group at 31 December 2012 within
the pnnapal debt funding amangements of the Group

(e excluding debt funding ammangements wathin |0t ventures)
was 93 per cent 2011 89 per cent), significantly lower than the
Group's ightest financal gearing covenant within these debt
facilities of 160 per cent. Property valuations would need to fall
by around 21 per cent from their 31 December 2012 values

to reach the gearing covenant threshold of 160 per cent.

The Group's other key financia! covenant within the prncipal
debt funding arrangements of the Group 15 interest cover,
requinng that net interest before capitalisaton be covered at
feast 1 25 imes by net property rental income At 31
December 2012, the Group comfortably met this ratioat 2 3
times (2011 2 2 times) On a look through basts, ncluding joint
ventures, this ratio was 2 3 tmes (2011 2 2 tmes)

LIQUIDITY POSITION

Funds availabiity at 31 December 2012 totalled £448 5 million,
compnsing £16 6 million of cash and £431 9 milhon of
undrawn bank faalibes provided by the Group s relasonship
banks, of which only £14 1 mullion were uncommutted
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FINANCIAL REVIEW CONTINUED

This level of funds availability provides substantial iquidity to
fund upcoming debt maturities (with only £70 S million of
committed debt faalities matunng before 31 December 2013)
and committed capital expenditure (£62 9 million at

31 December 2012) as well as providing addinonal quidity
headreom

At 31 December 2012, the weighted average matunty of the
gross borrowings of the Group was 8 3 years {2011 8 8 years),
broadly i line with the weighted average lease term of the
Group This relatively long average debt matunty transfates into
a favourable, well-spread debt funding maturity profile which
reduces future refinanang nsk.

GOING CONCERN

While wider economic conditions remain challenging, the
Group has realised substantal net disposal proceeds dunng
2012 and extended the matunty of a bilateral faality matunng
1n 2014 As a result, the Group continues to have a strong
Iiquidity pesition, a favourable debt matunty profile and
substantial headroom against finanaial covenants It can
reasonably expect lo be able to continue to have good access
to capital markets and other sources of funding

Having made engquines and having considered the principal
nsks and uncertainties facing the Group as detailed on pages
40 to 43, the Directors have a reascnable expectaon that the
Company and the Group have adequate resources to continue
In operational existence for the foreseeable future Accordingly
they continue to adopt the going concern basis in prepanng
the Annual Report and Accounts

INTEREST RATE RISK EXPOSURE

The Group s Interest rate risk pol:cy 15 that between 50 and 100
per cent of net borrowings should be at fixed or capped rates,
both at a Group level and by major borrowing currency
{currently eurc and sterling), Including the impact of denvative
financial mstruments

At 31 December 2012, including the impact of denvative
instruments, £1,231 1 milhon (2011 £1,703 3m) of borrowings
were at fixed rates, representing 59 per cent {2011 74 per
cent) of the net borrowings of the Group By currency, 59 per
cent of the euro denominated net borrowings of the Group

of £1,251 6 million and 59 per cent of the remaining net
borrowings (predominantly sterling of £838 7 million were at
fixed rates The level of fixed cover has fallen in 2012 towards
the lower end of our revised policy range due to the matunty of
€100 rmuthon of pay fixed nterest rate swaps, and the purchase
and cancellation of £112 6 million of fixed rate Bonds and
Naotes towards the end of the year No replacement fixed cover
has been arranged based on 1) the judgement that fixed cover
will increase naturatly during 2013 as further disposal proceeds
are used to repay floating rate bank debt, and 1) a sensitvity
analysts of the patential financial impact of a higher level of
floating rate interest exposure
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The weighted average matunty of fixed rate cover of

£1,231 1 milion at 31 December 2012 was 8 4 years atan
average fixed interest rate of 59 per cent. Induding the mpact
of denvative financial nstruments, floating rate gross
borrowings at 31 December 2012 were £875 8 million 2t an
average terest rate (induding margind of 2 7 per cent, gvng
a weighted average interest rate for gross borrowings at that
date, before commitrment fees and amortised costs, ofd46per
cent, or 4 9 per cent after allowing for such items The man
reasons for the lower average interest rates for gross
borrowings at December 2012 compared with 4 8 per cent
and 5 2 per cent respectively for December 2011, are the
impact of the Bond and MNote tender and lower short-temn
sterling and euro mnterest rates

The Group’s marginal funding cost under unsecured bank
facihities 15 currentiy between 2 and 3 per cent (dependent on
currency and the level of fixed interest cover), substantially
lower than the average interest rate of the grass borrowings of
the Group To the extent that net disposal proceeds generated
in 2013 are used to repay drawn bank borrowings at the
marginal rate, the average interest rate of the Group wil
increase Based on the net borrowings postion and the
marginat funding rate of the Group at 31 Decemnber 2012,
repaying £100 milhon of floaing rate bank borrowings would
increase the average interest rate of the Group by around

0 2 per cent on an annuahsed basis

As a restilt of fixed rate cover in place, If shart-term interest
rates had been 1 per cent tigher throughout the year to
31 Decernber 2012, the adjusted net finance cost of the
Graup would have increased by approxamately £6 million,
represenung around 4 per cent of EPRA profit after tax,

The Group has decded not to elect to hedge account its
interest rate dervatives porifolio Therefore, movements in the
fair value are taken to the Income statement but, in accordance
with EPRA Best Practices Recornmendations, these gans and
losses are elimenated from EPRA profit before tax and

EPRA EPS

FOREIGN CURRENCY TRANSLATION EXPOSURE

The Group has negligtble transactional foreign currency
exposure, but does have a patentially sigruficant currency
translation exposure ansing on the conversion of its substantal
foreign currency deneminated net assets {matnly eurc} nto
steriing in the Group 5 consolidated accounts

The Group policy 1s to hedge between 50 per cent and 20 per
cent of foreign currency denominated assets with liabiiies of
the same currency to protect the Group’s reported
consolidated net asset value, earnings, ¢ash flows and financial
geanng covenant




As at 31 December 2012, the Group had gross foreign
currency assets amounting to £1,679 0 miflion, which were

84 per cent hedged by gross foreign currency denominated
hiabibes Gncluding the impact of dervative financial
nstruiments) of £1,405 6 million Translation hedging has been
maintained towards the upper end of the 50 to $0 per cent
policy range in order to substantially reduce the impact of
moverments I the sterling/euro exchange rate on NAV and
EPRA profits of the Group

A 5 per cent strengthening against sterling in the value of the
other currenaies in which the Group aperates at 31 December
2012 would have increased net assets by approximately £15
million and increased reported geanng by less than 1 per cent.
Indluding the mpact of forward foreign exchange and currency
swap contracts used to hedge foreign currency denominated
net assets, the Increase In geanng would have been
approximately 2 per cent.

A5 per cent strengthening against sterling in the value of the
other currencies in which the Group operates at 31 December
2012, induding the impact of forward foretgn exchange and
quITency swap contracts used to hedge foreign currency
denommated net assets, would have increased the LTV ratio
on a look-through basis by 0 6 per cent

The average exchange rate used to transfate euro denominated
earnings generated dunng 2012 Into sterling within the
consolidated incorne statement of the Group was €1 23 £1
Based on the hedgrng position at 31 December 2012, and
assuming that this position had applied throughout 2012, if the
euro had been 5 per cent stronger than it was against sterling
throughout the year (€117 £1), EPRA profits after tax for the
year would have been approximately £19 milion (1 per cent}
higher than those reported

JUSTIN READ
GROUP FINANCE DIRECTOR

WWW 5egro com

039

MIAIAIINO

=}
m
b2l
i)
@]
=
=
=
z
I}
m
=
m
=
5
z

“ FONVYNHIAOD AUIVHOH0D ‘

SINIWILYLS IVIDNYNI




PRINCIPAL
RISKS AND
UNCERTAINTIES

MANAGING RISK
RESPONSIBLY

The Group recognises that its ability

to manage risk consistently across the
organisation 1s central to its success

It defines risk as the potential effect

of uncertainty on its ability to achieve
Iits objectives, while nsk management
ensures a structured approach to
decision-making that aims to reduce
the uncertainty surrounding expected
outcomes, balanced against the objective
of creating value for its shareholders
APPROACH TO MANAGING RISK

The Board has overall responsibility for ensunng that nsk is
effectively managed across the Group and, on behalf of the

Board, the Audit Committee reviews the effectiveness of the
Group s nisk management process

The risk management process s designed to identify, evaluate
and manage the significant risks that the Group faces The
process aims to manage, rather than eliminate, the nsk of
falure to achieve business objectives, and therefore can only
provide reasonable and not absolute assurance

Appelite towards 115k 15 considered at Board meetings
whenever significant strategic, financal or operational
deasions are made, and 1s 3 key part of ongoing discussions
about strategy
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The indvidual risks faced by the Group do not typically change
matenally from year to year; however, the magnitude and
importance of these nsks can change sigmficantly The Board
recognises that it has limited control over many of the extemnal
nisks it faces, such as the macro-economic environrment, but it
reviews the impact of such nsks on the business and actively
considers them in its decision-making For example, dunng
2012 the Board regularty considered the financa! difficulies in
the Eurozone and assessed the impact of them on the Group's
investment and divestment decisions

The Board monstors intemal nsks and ensures that controls are
in place to manage them Dunng the year, the Group revised
its governance process for major investment transactions to
ensure that the nsks involved in due dihgence or contrack
negotiahons are more formally considered before proceeding
with any transaction and that any speafic nsks betng assessed
are in hne wath the Group’s nsk appetite

Rusks are considered within each area of the business, taking
Into account both the unmitgated risk tassuming that controls
fail} and residual nisk twith controls operating normally) The
most significant nsks are detalled in the Group Risk Register
Each risk 1s owned by a member of the Executive Committee
and assigned to a manager who is required to develop a plan
to manage or mitigate indadual nsks to an agreed position
The relatively small management team allows management
to respond quickly to changing events so as to reduce any
adverse effects on the Groups nisk profile,

Dunng the year, the Executive Commuttee and the Board have
reviewed the effectiveness of the Group's nisk management
framework and practices The Group has identified certan
areas for Improvement n 2013, such as a greater focusan
seeking to anticipate valuation movements

The Group has a Risk Management Committee responsble

for regularly reviewing the Group Risk Regrster, monitonng

the most important controls and priontising sk management
actiities The Executive Committee considess emerging nsks
and their impact on the Group Risk Register The Board reviews
the principal nsks twice a year and the Audit Comimittee recerves
a report twice a year on how the Group Risk Register has been
compiled

Details of the pnncipal nsks and uncertainties facing the Group
are set out below

PRINCIPAL RISKS AND UNCERTAINTIES

The prinaipal nsks and uncertainties have the potental to
affect SEGRO's business matenally — either favourably or
unfavourably

The pnnapal nsks and uncertainties facing the Group are
described below, along with the potential areas of impact on
the Groups key performance indicators (KPIs) and the pnncipal
activities that are in place to manage such nsks The direction
of change 1n the level of the nsk during the course of 201215
given, along with commentary on any changes cccumng and
key Links to further relevant information prowided in other
sections of this report

UNCERTAINTIES

These represent the risk factors over which the Grouphas
himited control, and so they are ngorously monitored The most
significant of these nisk factors and some of the major potential
impacts on the Group are set out below




w

POTENTIAL IMPACTS

PRINCIPAL UNCERTAINTIES

CHANGES IN MACRO-ECONOMIC CONDITIONS

Global market and econormic conditions have been challenging, with tighter credit
conditons and slower growth in most major economies dunng the last few years
Although signs of recovery may exist, there are continued concerns about government
austenty measures, Eurozone sovereign and bank debt, the avalability and cost of
credit and geopolincal issues that all contrbute to increased market volatility and
uncertain expectations for the global economy

CHANGES IN GOVERNMENT POLICIES

Changes in government regulation or policy at European Union (ELY, national and
Iocal levels could impact on the Group For example, unfavourable changes in tax and
planning regulations or changes to existing or planned infrastructure iInvestment
tincluding transport) might change the value of the Group’s property portfolio or
influence development deasions

CHANGES IN THE COMMERCIAL ENVIRONMENT

Changes in cansurmer behaviour, sustainability regulattons or customer preferences
could impact the attractiveness of the Group's properties to certain industry sectors
For example, the increase in online commerce 1s stmulating the demand for logistics
and distnbution space located near major transport hubs and conurbations
Competitor behaviour could also have a beanng on the Group’s plans - particulary in

Bank covenant breaches

Changes in the avatlabiity
and cost of finance

Fluctuations in currency
exchange rates

Changes in expected returms
on investments

Changes in asset values

Increases in customer
insolvencies

Qccupier requirements
not met

Changes in occupier demand
Changes in rental income
Changes in operating costs

Regulatory requirerments not
met/compliance breaches

relation to competition for acquisitions, tenants and land for development.

PRINCIPAL RISKS

Mot all of the nsks listed here are wathin the control of the
Group, and other factors besides those listed may affect the
performance of our business Some nsks may be unknown at
present, and other nsks that are currently regarded as
irmmatenal and therefore not detalled here, could turn out to be
material in the future

Risks are classified as ‘pnnapal’ according to their potential
leved of matenahty after mitigating actions have been taken into
consideration as determined by the nsk management process

The prnapal nsks that the Group reported last year have
evolved in nature, as has the Group’s response to them
Consideration of the Group’s current nsk environment, as well
as Its strategic pnionties, has resulted in an additional nisk now
being dassified as principal nisks, and this 1s desanbed n the
table below

Addiionally, there are also a number of risks that have been
de-classified as a pnnapal nsk since last year There are a
number of reasons for this, iIncluding the nsk has been

re-categonsed as a pnnapal uncertainty, there 1s duplication
of an issue, mingatng actions have reduced the level of nsk
and/or natural hedging has occurred between nsks and/or
the uncertainty surrounding the nsk has been reduced

The dedassified nsks are “falure ta maintain an appropnate
and cost-effective capital structure, the availability and cost
of borrowing, and ‘fluctuations i foreign exchange rates’

The following table details each of the Group's current pnncipal
nisks, and these are arranged by five nsk groupings - referred
to a5 risk categonies that cover strategic nsks, financial nsks,
operational nsks, Investment risks and compliance/regulatory
risks The purpose of grouping nisks Into nsk categones is to
assist the systematic identification of nisks in a consistent
manner and to organise them so that they can be better
managed It also helps to identify the root causes of these nsks,
and the KPls most directly impacted by each category are also
idenufied The Groups strategy and KPis are detailed in the
Chief Executive s Review on pages 10to 19
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PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED

#

STRATEGIC RISKS

The current or prospective risks to earnings and capital ansing from changes in the business environment and from adverse business deastons,
faled implementation of decisions or lack of responsiveness to changes in the business environment.

KPis IMPACTED TPR, TSR, EPRA ADJUSTED EPS, NAV, LTV, VACANCY RATE

RISK

CHANGE
SINCE 2011

MITIGATING ACTIORS

COMMENTARY

PORTFOLIO SHAPE AND PERFORMANCE
Management considers thatif the Group
halds the wiong shape portfalio then
non-performing assets or the wrong type of
2ssets may dilute portfohio retumns resuling in
relative underperformance of TPR and TSR
agawnst the market and external expectations

-

A strategic review of the portfolio was completed
and assets klentfied for disposal The reshaping
strateqgy 1s being implemented over the mediurm
term and should result in SEGRQ holding an
appropnate balance of lugh quality ‘stabilised
and opportunity’ asssts necessary to achieve
the retums that our shareholders require

The reshaping strategy and the progress made
duning 2012 are descnbed i the Cuet
Executrve s Review on page 1010 12

PACE OF STRATEGIC CHANGE

IF SEGRO does not deliver its stated strategic
changes at the nght pace and within an
acceptable ameframe then nvestor
expectations may not be met and umproved
shareholder returns may not be delivered.

->

The pace of sirategic change, induding balanang
our strategic priontes against each other tor
example redudng leverage agamst remvesting

In new, core assets), will continue to be carefully
considered by both the Board and the Executive
Cormmuittee dunng 2013, alangside the KPls
established in Novemnber 2011 to monitor
performance Clear targets have been established
for further progress to be made in 2013, which
have been bunilt mto the personal obyedves of
Senior managers.

Considerzble progress has been made aganst
three of the four strategic prionties announced
in Navember 2011, the exception being,
reduang finanaal leverage

The stratege prionties and the progress made
against these priontes are detaled in the Chief
Executve s Review on pages 10t 12

IMPACT OF THE EUROZONE

ECONOMIC ENVIRONMENT

A detenorabon in econormic condibons in the
Eurozone could resultin a loss in value or
reduction n income to the Group, by
adversely impacting economic performance in
the markets in which we hold property assets
in Continental Europe If this deterioration alse
resulted in a weakening of the euro against
sterling this would have an adverse asrency
translaton impact on the reported steriing
income and asset values from our eurg
dencrminated operations

We remain alest to the potental inanaal and
operational nsks to the business ansing from

a detenorahon in economic condiions in

the Eurozone We will continue to maintain a

hugh level of currency translaon hedging against
the impact of a weaker euro and to dosely momitor
our exposure to majos tenants in the Eurozone

Geographically the portfolio 1s located
predormnantly in the relatvely stronger Eurcpean
economies The split by property values s UK
66%, France 11%, Germany 8%, Poland 7%,
Belgiumn 3%, Netherlands 2%, ltaly 2% and
Czech Republic 1%.

The Finanga! Review on pages 38 to 39 provides
further detad of the Group s forergn exchange
exposure to the euro and the polioes and the
hedging amangements in place fo manage

this exposure.

#
FINANCIAL RISKS

The risks to the cash flows, equity capital and solvency of the Group resulting from the debt funding arrangements of the Group and movement in external
finanaiat vanables that have a significant impact on the Group, such as interest rates, foreign exchange rates and the crediworthiness of the Groups major

finanaial counterparttes

KPIs IMPACTED TSR, EPRA ADJUSTED EPS, NAV, LTV

CHANGE I
RISK SINCE 2011 MITIGATING ACTIONS COMMENTARY
SOLVENCY AND COVENANT BREACH Further details of Treasury Policy, funding
A matenal fall in the Group's property asset manitored by Group Treasury, the Treasury headroarm, finanaial covenant ratios and related

values or rental sncome could lead to a breach

Comnttee and the Board

headroom and sensitivittes are prowded in the

of finanaal covenants within its debt funding Finanaal Revew on pages 36 to 39

arrangements This could resultin the
cancellation of debt Funding which could,
n tun, leave the Group without suffiaent
long term resources (solvency) to meet
Its commitments

The impact of majof investment deasions
on coveniant and funding headroom s also
considered by the Investment Commiitee

_9 Funding and covenant rabio headroom are dosely
as part of the approval process for these deasions
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#

OPERATIONAL RISKS

The nisk of loss and/or missed epportuntties resulting from inadequate or falled internal processes, people or systems or from external events

KPIs IMPACTED TOTAL COST RATIO, CUSTOMER SATISFACTION, EPRA VACANCY RATE, EPRA ADJUSTED EPS

RISK

CHANGE
SINCE 2011

MITIGATING ACTIONS

COMMENTARY

MIAYIAO

OPERATIONAL GELIVERY

The Group s ability to maintamn its

reputation, revenues and shareholder value

could be damaged by operational faifures

such as

- Health and Safety inadents

- Emvironmental damage

~  Business systems or [T disruption

- Faling to attract, retain and motivate
key staff

—  Breach of anti-bnbery and comupbion
legislation

#

—

INVESTMENT/REAL ESTATE RISKS

The nsks assooated with capita! allocation induding the acquisition, disposal and development of assets and the valuation of the Group's portfolio

In 2012, various operahonal processes were
subject to tntemal audit, This has provided
assurance that our processes are essentially
robust, but with some scope for improvement.

We will ensure that operational processes remain
well controfled dunng 2013, and will seek to
implernent identified improvements (o

these processes,

Sustanabity performance relative 1o operational
delivery s detailed in the Corporate Responsibility
Review onpages 24 10 31

That secton sets out the identfied areas for
improvement in operahonal processes and the
Group s approach to managing people

KPis IMPACTED TPR, TSR, NAV

CHANGE |
RISK SINCE 2011 MITIGATING ACTIONS COMMENTARY
MARKET CYCLE -9 The Board, Executrve Commuttee and Investrent The market outlook 15 detailed in the Chef

The property market 1s cydical and there 15
an inherent nsk that the Group could either
musinterpret the market or fail to react
appropnately to changng market conditrons
which could result In captal being invested or
disposals taking place at the wreng time in
the cyde.

Commuittee monitor the property market cyde on
a continual basis and seek to adapt the Group s
capital tnvestment/drvestment strategy in
antiapaton of changing market conditions

Executive's Review on page 16

APPROPRIATEMESS OF

INVESTMENT PLANS

Decisions to buy, hold, sell ar develop assets
could be flawed due 1o thadequate analysis
Inappropriate assumptions, poor due
diligence or changes in the econemic ar
operating environment

Formal asset management plans are prepared
annually for all estates to ensure that capital
allocation 1s optirmised across the portfohio The
plans are used to deterrine where to invest capital
n existing assets and to identfy assets for disposal

The Group s major developmen! projects are
generally pre-let to custoners on a long lease
Speculative development is carefully monitored by
the Investment Committee and is hmited to
locations where supply 1s imited and demand 1
expected to be strong

A new comprehensve Capital Investment Policy
cavening evaluabon, due diigence, approva! and
execution, has been developed and implemented

The approach to investmenit and development
15 detailed in the Performance Review on pages
20%0 21
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PORTFOLIO VALUATION

IFwe fall 1o anuctpate portfolio valuation
changes we may fail to take action to sell
under-performing assets or we may nol be
able to manage shareholder expettations
appropnately, resuling n TPR
underperformance or potential damage

10 OUF reputation with investors and
ultmately, to an increase in our cost of capital

#

COMPLIANCE RISKS

NEW

The Group s re-shaping strategy ts focused on
ncreasing exposure to attractve assets n core
locations and disposing of non-core assets

The Group s Investrnent team 15 responsible for
the regular assessment of irvesbment market
conditions and for managing the biannual
external valuatons

This nisk is also regulary morutored by the
Investment Committee which alse provides
oversight of and challenge to the annual asset
planning process An investor relations process
151 place to maintain positive shareholder
relatonshups and manage shareholder
expextatons

The reshaping strategy 1s detailed in the
Chuef Executve’s Review on page 10

The progressmade dunng 2012 in reshaping
the portfclio s alsa detaled 1n the Performance
Reviewonpage 111012

The sk of lega! or regulatory sanctions, material financial loss, or loss of reputation that the Group may suffer as a result of s failure to comply with laws,
regulations, rules, related self-regulatory organisation standards, and codes of conduct applicable to its business activibies

THERE ARE CURRENTLY NO RISKS WITHIN THIS RISK CATEGORY THAT MEET THE CRITERIA FOR CLASSIFICATION OF

A PRINCIPAL RISK

Currently there are no compliance nsks which, taking into account the impact of rmingating actions, induding continued assessment and intemal corwrals, are considered to be

prinapal nsks
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BOARD OF
DIRECTORS

R
NIGEL RICH CBE

CHAIRMAN
JOINED 1 OQCTOBER 2006

SKILLS AND EXPERIENCE

Nsgel brings considerable expenence of working
at board level as a chairman, an executive and a
non-executive director Nigel's expenence
encompasses commercial property, general
management and finance roles

CURRENT APPOINTMENTS

Nigel was appointed Chairman in October 2006,
having joned as a Non-Executive Director earlier
that year He 1s a Non-Executive Director of the
Bank of the Phiippine Islands (Eurcpe) Pic,
Matheson & Co Ltd, Pacific Assets Trust plc and
Bnitish Empire Secunues and General Trust plc He
1s @ member of the Takeover Panel and a Fellow of
the Institute of Chartered Accountants in England
and Wales

PREVIQUS APPOINTMENTS

He was previously Chairman of Xchanging plc,
Exel Plg, CP Ships and the residential agents
Hamptons He also held the posts of Chief
Financial Officer and Chief Executive Officer
of HongKong Land

He 1s the Chairman of the Nomination
Commitiee Aged 67

I
DAVID SLEATH

I
JUSTINREAD

CHIEF EXECUTIVE OFFICER GROUP FINANCE DIRECTOR
JOINED- 1 JANUARY 2006 JOINED 30 AUGUST 2011
SKIELS AND EXPERIENCE SKILLS AND EXPERIENCE

Dawid brings extensive knowledge of the Company
and the real estate sector and has expenence of
financial and general management and of the
professional services Ingustry

CURRENT APPOINTMENTS

Dawid was appointed Finance Director in 2006

and became Chief Executrve in April 2011 Heis

a Non-Executive Director and Audit Committee
Chairrnan of Bunzl ple, a board member of the
European Public Real Estate Assoaation, and a
member of the Policy Committee of the Bntish
Property Federation and the Lundon regional board
of Royal & Sun Alliance. He is a Fellow of the Institute
of Chartered Accountants in England and Wales
PREVIOUS APPOINTMENTS

He has previously held a number of sentor finance
roles, including Finance Director of Wagon plc. Pror]
to this he worked for Arthur Andersen, latterly as
a Partner and Head of Audit and Assurance for
the Midlands

He 1s a Member of the Normination Committee
Aged 51

I
CHRISTOPHER FISHER

INDEPENDENT NON-EXECUTIVE DIRECTOR
JOINED 1 OCTOBER 2012

SKILLS AND EXPERIENCE
Chnstopher has spent his career in corporate
finance and has 10 years of plc board experience.

CURRENT APPOINTMENTS

Chnstopher |oined the Board as a Non-Executive
Director in October 2012 Earlier in 2012, he
became Chairman of Bank of ireland (UK) plc He
15 alsa & senior partner at Penfida Partners, a firm
providing corporate finance advice to pension
fund trustees and the President of the Counal

of the University of Reading

PREVIOUS APPOINTMENTS

Chnistopher spent most of his career at Lazard
Limited, latterly as a Managing Director He was
also Vice Chairman of Corporate Finance at KPMG
LLP In 2011, he served as Chaman of Southem
Cross Mealthcare Group PLC and previously held
Non-Executive Directorshups at Kelda Group ple
and Yates Group plc. !

He 1s a member of the Audit, Nominatton and

Remuneration Committees Aged 59
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Justin's previous roles have grven him finanaal and
management expenence working across a number

of different industry sectors, ncluding support sefvices,
bulding matenals, entertainment and banking, and
aaoss a number of different junsdichons.

CURRENT APPOINTMENTS
Justin joined the Company as Group Finance
Director th 2011

PREVIOUS APPOINTMENTS

Between 2008 and 2011 he was Group Finance
Director at Speedly Mire plc. Prior to this, Justin spent
13 years in avanety of roles at Hanson Ple, including
Deputy Finance Director, Managing Director of
Hanson Contnental Europe, Head of Corporate
Development, Head of Risk Management and
Group Treasurer Justin has also held positions at
Euro Disney 5C A and Bankers Trust Company

Aged 51

I
BARONESS FORD

INDEPENDENT NON-EXECUTIVE DIRECTOR
JOINED 1 JANUARY 2013

SKILLS AND EXPERIENCE

Baroness Ford has considerable expenence of the
real estate market and the suppert services sector
and over 20 years’ expenence at board level

at prvate and listed companies

CURRENT APPOINTMENTS

Baroness Ford joined the Board in January 2013 and
s currently NonvExecutive Chairman of Barchester
Healthcare Limited and May Gurney Integrated
Services plc. She 1s a Non-Executve Director and
Charman of the Remuneration Commuttee for
Grainger plc. She is an Honorary Member of the
Royal Institution of Chartered Surveyors

PREVIQUS APPOINTMENTS

Previousty, Baroness Ford was the Semor
Independent Non-Executive Director and
Chayrman of the Remuneration Commiltiee
at Serco Group plc She was Chairman of the
Clympic Park Legacy Company

She 1s a member of the Audit, Nomination and
Remuneration Committees Following the conclusion
of the 2013 AGM she will become the Senior
Independent Non-Executive Director and Chairman
of the Remuneration Committee Aged 55




]
ANDREW PALMER

SENIOR INDEPENDENT
NON-EXECUTIVE DIRECTCR
JOINED 28 JANUARY 2004

SKILLS AND EXPERIENCE

Andrew has over 30 years’ corporate finanaal
expenence gained in a number of executrve and
non-executive roles on major company boards

CURRENT APPOINTMENTS

Andrew was appointed as a Non-Executive
Director and became Senior independent
Drrector after the AGM In 2011 Heisa
Non-Executive Director of Direct Line Group and
Royal London Group, a Director of the Royal
School of Needlework and a memnber of the
Finanaal Reporting Review Panel of the Financial
Reporting Counall He is a Fellow of the Institute
of Charterad Accountants in England and Weales

PREVIOUS APPOINTMENTS

Formerty Group Finance Director of Legal &
General Group plc, he has held a number of
finanaa! and operational pesitions m the asset
management and insurance seckors

He 15 a member of the Audit, Nomination and
Remuneration Committees Aged 59

I
bOUG WEBB

INDEPENDENT NON-EXECUTIVE DIRECTOR
JOINED 1 MAY 2010

SKILLS AND EXPERIENCE

Doug comes from a corporate finanaial
management background and has six years'
board level expenence as a Chief Financial Officer
of isted companies He bnngs recent

and relevant finanaal expenence to the Board

CURRENT APPOINTMENTS

Doug was appointed as a Non-Executive Director in
May 2010 He 15 a member of the Hundred Group
of Finance Directors and a Fellow of the Institute of
Chartered Accountants in England and Wales.

PREVIOUS APPOINTMENTS

Between 2008 and 2012 he was Chief Financal
Officer of London Stock Exchange Group plc.
Me was previously Chief Financial Officer of
QinetiC Group plc and Finance Director
Continental Europe and Chief Financial Officer
North America at Logsca plc Pror to these
appointments he spent 12 years at Price
Waterhouse

He ts Chairman of the Audit Commuttee Aged 51

I
CHRIS PEACOCK

INDEPENDENT NON-EXECUTIVE DIRECTOR
JOINED 28 JANUARY 2004

I
MARK ROBERTSHAW

INDEPENDENT NON-EXECUTIVE DIRECTOR
JOINEDX 1 JUNE 2010

SKILLS AND EXPERIENCE

Chns has deep and wide-ranging knowledge of
the UK and overseas property industry, having
spent his entire executive career In the real

estate sector both as an advisor to Investors,
developers and occupiers and in a vanety of senior
management posiuons

CURRENT APPOINTMENTS

Chns was appainted as a Non-Executive Director
in January 2004 He 1s a Director of Howard de
Walden Estates Limited and sits on the Advisory
Investment Committee for Tnnova Real Estate LLP
He 15 a Feliow of the Royal Institutron of Chartered
Surveyors

PREVIOUS APPOINTMENTS

He was formerly President and Chief Executive
Officer at Jones Lang LaSalle, a member of the
Adwvisory Board of the Landon Trust and a
member of the UK Adwisory Board for Benson
Elliot Real Estate Partners il LP

He 1s Chairman of the Remuneration Cormmuttee
and a member of the Nomination Committee
Aged 67

I
THOM WERNINK

INDEPENDENT NON-EXECUTIVE DIRECTOR
JOINED 23 MAY 2005

SKILLS AND EXPERIENCE

Having held a number of sertor posibons over an
extensive career focused on the Continental
European rea estate industry, Thom bnngs
valuable knowledge of these markets to the Board

CURRENT APPOINTMENTS

Thom was appointed as a Non-Executive Director
in May 2005 He 1s a Non-Executive Director of a
numbey of property and mvestrnent companies
based in Continental Europe and a member of
the board of Resolute Asset Management LLP

PREVIOUS APPOINTMENTS

He was previously Chairman of the European
Public Real Estate Association and Chef Executive
of Cono NV, a Netherlands-based property
comipany with interests across Europe

He s a Member of the Audit Committee Aged 67

SKILLS AND EXPERIENCE

Mark has extensive expenence of working
across the finance and consultancy sectors His
perspective as the Chief Executive Officer of 2
large mult-natonal industnal business bnngs
addional nsight to SEGRO as an industnal
landlord

CURRENT APPOINTMENTS

Mark was appointed as a Non-Executive Director
n June 2010 He 1s currently Chief Executrve
Officer of The Morgan Crucible Company ple,

a post he has held since August 2006, having
joined the company in 2004 as Chief

Financial Officer

PREVIOUS APPOINTMENTS

He was previously Chief Finanaial Officer of
Gartmore Investment Management plc Pnor to
this, he spent nine years with Marakon Assocates,
aleading management consultancy
headquartered in the US

He s a Member of the Nomination and
Remuneration Committees Aged 44
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GOVERNANCE
REPORT

CHAIRMAN'S
INTRODUCTION

As a Board we are responsible to our
shareholders, customers and other
stakeholders for the performance of the
Company and for promoting its long-
term success The Board supports fuily
the strategy that our Chief Executive,
David Sleath, and his executive team are
implementing to improve shareholder
returns through Disciplined Capital
Allocation and Operational Excellence

046 SEGRO ANNUAL REPORT & ACCOUNTS 2012

In this section, we explain how corporate govemance works

tn SEGRO Good corporate governance Is vital to support the
delivery of our strategic priorities and 15 central to all aspects

of our business It 1is embedded in the way we manage our
business and 1s designed to create an environment where
matters can be considered and deasions made at the
appropnate level in the orgamisation Throughout 2012,

the Company complied with the UK Corporate Govemance
Cade (the Code) and this report sets out how we applied its
pnnaiples to the running of the business A number of changes
have been made to the Code that take effect for SEGRO in the
2013 financial year, however we have complied with the
majonty of these new provisions this year

Board composition 1s cnincal in ensunng effectve and
value-adding corporate governance Appropriate succession
plans are in place for the Board and key management roles
Andrew Palmer and Chris Peacock will retire at the 2013 AGM,
both having served nine years on the Board, In October,
Chnstopher Fisher joined the Board and Margaret Ford joined
us N January this year

At the 2013 AGM, Margaret Ford will succeed Andrew Palmer
as the Senor Independent Director and Chris Peacock as
Chairman of the Remuneration Committee

Stnce January 2013, the Board has compnsed 10 Directors,
including myself, which will reduce to exght followang the AGM

The Board recognises the benefits of diversity In its broadest
sense and the value this brings to the organisation in terms of
skills, knowledge and expenence At SEGRC we havea good
record of prometing and appointing women t semor foles
Women hold four out of the 15 positions on our senier
management team The Board has discussed the
recommendations of the Davies Report on Women on Boards
We agree with the condusion that greater efforts should be
rmade to improve the gender balance of corporate boards, but
also that quotas are not the preferred option We will continue
to support Iniatives to ensure that the pipeline of suitable
women candidates for Board positions 15 strengthened and,

in addition, { participate in the FTSE100 Cross-Company
Mentonng Programme The Company’s diversity policy 1s
available on our website

NIGEL RICH CBE
CHAIRMAN

The Board recognises the
benedits of diversity in its broadest

sense and the value this brings to the
organisation in terms of skills,
knowledge and experience.

NIGEL RICH




I
LEADERSHIP

ROLE OF THE BOARD

The Board 15 responsible for creaing and delivenng sustainable
shareholder vatue Indmadually, the Directors act in a way that
they consider will promote the long-term success of the
Company for the benefit of shareholders, wath regard to the
interests of the Group s employees, the impact of the business
on the commuruty as well as on the environment and on the
interests of other stakeholders

8OARD MEMBERSHIP

Details of the Directors and therr full biographical details,
including the skills and expenence they each bnng to the
Board, are on pages 44 and 45 The Board compnses a
Non-Executive Chairman, two Executive Directors and seven
independent Non-Executive Directors, all of whom are equally
responsible for the proper stewardshup and leadership of the
Group Taking into account the provisions of the Code, each
of the Non-Executive Directors 1s considered independent in
character and judgement The Chairman was considered
independent on appointment and the Board stil considers him
tobe so Further information 1s provided in the Nomtnation
Commuttee Report on pages 52 to 53

ROLES AND RESPONSIBILITIES OF THE DIRECTORS
The Board Is collectively responsible for the success of the
Group The Executive Directors are directly responsible for
business operations, while the Non-Executive Directors are
responsible for bringing independent judgement and scrutiny
to the decisions taken by the Board

The drvision of responsibilities of the Chairman, Chief
Executive and Senior Independent Director are set outin
wniting and approved by the Board The Chairman 1s prmanly
responsible for the leaderstup and effective working of the
Board He ensures a constructive relationship exists between
the Executive and the Non-Executive Directors The Chief
Executive Is respensible for the leadership of the Group

and operational and strategic performance The Senior
independent Director acts as a sounding board to the
Chawrman and serves as an intermediary for other Durectors
when necessary

ATTENDANCE

All Directors are expected to attend each Board meeting
and meetings of Board Comrmuttees of which they are
members Dunng 2012, there were nine scheduled Board
meetings and one ad-hac¢ meeting Attendance at Board
and Board Committee meetings dunng 2012 1s set out

in the table below

TABLE OF ATTENDANCE

AUDIT NOMINATION REMUNERATION
NAME BOARD COMMITTEE COMMITTEE COMMITTEE
Nigel Rich 10 N/A 5 N/A
Chnstopher Fisher' 2 t 1 2
Andrew Palmer 10 5 5 5
Chns Peacock 9 N/A 5 4
Justin Read 10 N/A N/A N/A
Mark Robertshaw? 10 N/A 2 5
Dawid Sleath 10 N/A 5 N/A
Doug Webb 10 5 NIA MN/A
Thom Wernink? 10 5 2 N/A
Total number of meetings 10 5 5 5

1 lomed the Comparry and appomitad 1o the Audit and Remuneration Comenittees an 1 October 2012 and the Norunation Commuttes on 17 December 2012,

2 Appomnted to the Nommason Committee on 17 May 2012
3 Stepped down from the Nom:nation Commitize on 17 May 2012
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GOVERNANCE REPORT CONTINUED

THE WORK OF THE
BOARD

COMMITTEE
STRUCTURE

ROLE OF THE BOARD

The pnnaipal role of the Board 15 to ensure that the Group's
strategy creates and sustains long-term value for its investors
Detatls of how the Company generates and preserves value are
set out In the Chief Executive’s Review on pages 10 to 16 The
Board retains responsibility for the approval of certain matters
which indude Group strateqgy, the annual budget, the dvidend
policy, major investments and disposats and finanaal structure
There is an approved Schedule of Matters Reserved for
Deasion by the Board

The day-to-day running of the Group 1s delegated by the
Board to the Chief Executrve who 15 supported by the
Executrve Committee

KEY ACTIVITIES CF THE BOARD DURING 2012
Duning the year, in addition to Its routine business, matters
considered by the Board included

- annual strategy review, including a review of progress on
implementation of plans announced in November 2011,
dmdend strategy and leverage targets,

- approval of the Medium-Term Finanaal Plan and setting
of medium-term objectives,

- areview of medium-term funding strategy and approval
of the bond buyback,

- review of nisks identified and resulting actron plans, and
consideration of nsk as it relates to strategy,

- reviewing asset plans for holdings in Vimercate, Brussels,
Munich, Frankfurt and Berin,

- approval of a number of disposals, Including assets In
Crawley, Farnborough, the North West, the South West
and the Midlands in the UK, and in Munich,

- approval of the acquisition of assets from Fonciére Europe
Logistique mn France,

— areview of the Schedule of Matters Reserved for Decision
by the Board, including the parameters for the approval of
Investments,

- areview of the UK pension schemes,

- consideration of the Group's approach to commurnity
engagement and chantable giving,

= areview of the results of the Group-wtde customer
satisfachon survey,

- the appointment of CBRE Ltd as the Company’s valuer and
Equnit Ltd as the Company's requstrar,

- rolling reviews of the performance of investments and
developments over the previous three years,

- cons:deration of the outlook for the property market and
the economic climate, particularly in Continental Europe,

- areview of the impact of the Neckermann administration
and Future options for the site,

- areview of the Terms of Reference of the Board
Committees,

- the appointment of two Non-Executive Directors,

- consideration of the health and safety strategy and
significant matters that have ansen dunng the year,

- consideration of the implications for the Group of the
UK aviation consultation exercise, and

— an update on corporate regulatory changes
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The Board has delegated a number of its responsibilites to the
Audit, Nommation and Remuneration Commuttees, details of
which are set out below The Terms of Reference of these
Committees can be found at www.segro com in the ‘Investors’
sectton The Company ensures that these Cormmuttees are
provided with sufficent resources to undertake their duties

Responsibility for all operational matters, inclucing the
implementation of Group strategy, is delegated to the Chief
Executive The Executive Commuttee supports the Chief
Executrve in the defivery of strategy, establishing financal and
operating targets and monitonng performance againstthose
targets The Commuttee oversees the processes for identifying
and managing nsk. At each meeting, the Commuttee reviews
financial and operational performance, considers any health
and safety inaidents, carnes cut a pre-approval review of items
requinng Board approval and acts as a pnmary approval
channel for matters below Board-approval level The Group
Finance Director, the Chief Operating Officer, the Chief
Investment Officer and the Group HR Director are also
members of the Executive Committee The Executive
Committee has its own Terms of Reference and meets monthly

The Executive Committee delegates some of its responsibilities
to a further four Commuttees

- thelnvestment Commuttee,

- the Operations Committee,

— the Risk Management Committee, and

- theTreasury Committee

These Commuttees have their own Terms of Reference and
membership includes at least one member of the Executive
Commitiee




BOARD AND COMMITTEE STRUCTURE, MEMBERSHIP AND ROLES

BOARD
v
NIGEL RICH (CHAIRMAN}

TWOQ EXECUTIVE DIRECTORS

SEVEN INDEPENDENT NON-EXECUTIVE DIRECTORS

(to reduce to five following the AGM)

Creating and delivening sustainable shareholder value

BOARD COMMITTEE OVERSIGHT

AUDIT COMMITTEE

FIVE INDEPENDENT NON-EXECUTIVE
DIRECTORS (to reduce to four

followang the AGM)

Monitors the integnity of the Group s
financial staternents and the effectrveness
of the external and intemal auditors

Oversees the nsk management process
and control environment

N
NOMINATION COMMITTEE REMUNERATION COMMITTEE
CHAIRMAN, CHIEF EXECUTIVE AND FIVE INDEPENDENT NON-EXECUTIVE
FIVE INDEPENDENT NON-EXECUTIVE DIRECTORS (to reduce to three following
DIRECTORS (o reduce to three the AGM}

following the AGM)

Ensures that the Board and the serwor
management team have the appropnate
skills, knowledge and expenence to
operate effectively and to deliver

the strategy

Detenmines the reward strategy for
the Executive Directors to align their
interests with those of shareholders

MANAGEMENT COMMITTEES

EXECUTIVE INVESTMENT
COMMITTEE COMMITTEE
FIVE MEMBERS FOUR EXECUTIVE
COMMITTEE
MEMBERS
To assist the Chief To mzanage the
Executive with the allocation of capital
developmentand across the Group and
implementation of to oversee all major
Group strategy, the investmentand
management of the divestment deasions
business andthe on behalfof the
discharge of Executive Committee
responsibiities
delegated by the Board

R

OPERATIONS
COMMITTEE

ONE EXECUTIVE
COMMITTEE
MEMBER, FIVE
BUSINESS UNIT
DIRECTORS AND
FINANCE DIRECTOR
—OPERATIONS

To assist the Chief
Operating Officerto
manage the
operations of the
Group and to
discharge the
responsibilities
delegated to lim by
the Executive
Committee

RISK TREASURY
MANAGEMENT COMMITTEE
COMMITEEE TWO EXECUTIVE
TWOQ EXECUTIVE COMMITTEE
COMMITTEE MEMBERS AND
MEMBERS AND THREE SENIOR
THREE SENIOR MANAGERS
MANAGERS

To establish, monitor To monitor

and report to the comphance with the
Board and Audit Group's Treasury
Committee on the Pohcies and the Group
Group's pnnapal nsks | solvency position
and approach to nsk

management
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GOVERNANCE REPORT CONTINUED

O
ACCOUNTABILITY

RISK MANAGEMENT

The Board recogruses that effective sk management Is central
to the achieverent of the Group's strategic objectives and the
long-term sustamnable growth of the business The Board has
overall accountability for ensuring that nsk 1s effectrvely
managed across the Group, and the Audit Committee reviews
the effectiveness of the nsk management process on behalf of
the Board Further details of the nsk management process and
the Groups pnnapal nsks and uncertainties are set out

on pages 40 to 43

CONFLICTS

Directors are required to submit any potential or actual
conflicts of mterest they may have with the Company to
the Board for approval

INDUCTION AND TRAINING

Newly appointed Directors participate in a structured and
tallored snduchon programme and on appointment receve
a comprehensive pack of information on the Group and its
govemance structure Ongoing training 1s avatlable for all
Directors Senior managers are regularty invited to present
to the Board on business matters During 2012, these
presentations included briefings on the mnvestment and asset
disposal programme, asset plans and treasury matters The
Company's adwisars, including corporate brokers, real estate
specialists, shareholders and economic advisors, attended
Board meetings or dinners dunng the year to present on
particular matters or to provide market updates

Dunng 2012, Board meetings were held in London, Slough
and Pans The Board met with management teams

in these locations and had tours of the Group's property
portfolios In Slough and Pans

To enhance his understanding of the day-to-day 1ssues facng
the Group, the Chairman has regular lunches with employees
across the Group, varying in senionty, from a cross-section

of the business

Analysts’ reports and sector updates are arculated penodically
and Directors receive weekly press cuttings Between meetings,
the Chief Executive and the Chairman regularly communicate
with the Directors to update them on recent developments

Individually, Directors are encouraged Lo attend serinars and
conferences associated with their areas of expertise or
responsibility

Throughout the year, the Chairman met with the Mon-
Executive Directors to discuss business matters The Chaimman,
the Chief Executive and the Company Secretary are always
available for the Directors to discuss any 1ssues concerning
Board meetings, of other matters Following the recent Board
appointments, the Chairman is 1n the process of meeting with
the Directors to discuss their respective contnbution and
training needs

All Directors have access to the advice and services of

the Company Secretary, who 1s responsible for ensunng
comphance with Board procedures Directors have the night
to seek ndependent professional advice at the Company’s
reasonable expense
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RE-ELECTION OF DIRECTCRS

In accordance with the Code, all Directors, save for the two
retinng Non-Executive Directors, will submit themselves for
election or re-election at the 2013 AGM The Norrination
Commuttee Report on pages 52 to 53 provides more
information about the Directors’ appraisal process, while their
skills and expertse are set out in the Directors biographies on
pages 44 to 45

EVALUATION

The Board has a policy of undertaking externally factitated
evaluations every three years and nternal reviews in the
intervening two years External evaluations took placein

2008 and 2011 In 2012, the Charrman, with the assistance

of the Compary Secretary, led the internal review process
Questionnaires for the Board and the three Board Committees
were prepared that encouraged the Directors to provide
written comments on a number of themes The review
confirmed that the Board was operating effectively, the quality
of Board dialogue was good and that there was a dlimate of
trust and transparency together with a strong level of challenge
The Executive Directors were seen as being open and
engaged, while the Non-Executive Directors brought arange
of skilts and expenence, ensunng <onstructive debate The
Directors continue to derive value from site visits and, for
Non-Executive Directors, tours and meetings with employees
below Board level help them to remain engaged with the
business Following the evaluation 1t was agreed that the Board
should receive a presentation on the nsk management review
which was recently completed The Non-Executive Directors
also agreed to meet, in the absence of the Executive Directors,
twice a year

The performance of the three Board Committees was lso
reviewed and it was noted that each was performing effectively

As part of the annual appraisal process, the Senior Independent
Director meets with the Non-Executive Directors to discuss

the performance of the Chairman The Chairman, with the
Non-Executive Directors, also conducted a performance
evaluation of the Chief Executive and concluded thathe
continued to perform effectively and had made significant
progress I implementing the strategy announced in 2011

The Company maintains directors’ and officers” hability
insurance, which gives appropnate cover for legal action
brought against its Directors




ENGAGEMENT WITH
SHAREHOLDERS

The Chuef Executive and the Group Finance Director are
the Company’s pnnapal spokesmen with mvestors, fund
managers, analysts, the press and other interested parties
The Board 15 committed to providing investors with regular
announcements of significant events affecting the Group,
including its business strategy and financial performance

The Company orgarises a dedicated investor relations
programme wath institugional tnvestors, which includes formal
events dunng the year along with a regular senies of one-fo-one
and group meetings. These events also provide an opportunity
far shareholders to meet members of the senior management
team Examples of these events dunng 2012 were the full-

and half-year results announcements, the AGM, the intenm
management statements, an investor tour of assets in Paris, and
a tour of assets around Heathrow arport. The Chief Executive
and Group Finance Director also attend investor conferences
to present, meet tnvestors and participate in panel discussions
In 2012, the Ctuef Executrve and /or Group Finance Director
attended such conferences in the UK, USA and the Netherlands

The once to-one and group meetings provide additional
context around the Group’s business strategy and financial
performance Dunng 2012, approximately 130 meetings took
place with 228 existing and potental istiutional investors

Of these meetings, the Chief Executive attended 104 meetings,
and the Group Finance Director, 117 meetngs Additionally,
around 80 finance professionals regularly join the conference
calls that are arranged following the quarterly financial

results announcements

The Chairman and Senior Independent Director are avallable
to shareholders to discuss governance and strategy or any
concerns they may have which contact through the usual
channels has failed to resolve or 15 otherwise inappropriate

In March 2012, the Chairman wrote to 12 major shareholders
and offered a meeting with himself and the Sentor
Independent Drrector Meetings were subsequently hefd with
five of these shareholders All Directors are available for
meetirgs with shareholders If requested

The Chairman regularly attends the finanaal results
presentations The Board is kept informed about any
discussions with shareholders, and the Directors are regularly
provided with analysts reperts and feedback from the
Company's corporate brokers

The Company’s website, www segro com, pravides
shareholders with comprehensive rformation on the Group’s
recent business actmties and financial developments, and they
can view webcasts, press releases and recordings of interviews
with the Chief Executive

CONSTRUCTIVE USE OF THE AGM

The AGM 1s an opportunuty for the Directors to communicate
with and answer questions from shareholders The whole of
the Board 15 available to meet informally with shareholders
before and after the meeting Prior to the formal business of
the meeting, the Chief Executive makes a presentation on the
progress and performance of the Group

The Notice of AGM 1s dispatched to shareholders at feast

20 working days before the meeting The Campany proposes
separate resoluions on each substantially separate Issue, with
voting conducted by poll The Board believes that this voting
process 1s more democratic than a show of hands, since all
shares voted at the meeting, as well as proxy votes lodged
before the meeting, are counted For each resclution,
shareholders will have the ophion to vote either for or against
a resolubion or to withhold their vote Following the meeting,
the results of votes lodged for and against each resolution are
announced to the London Stock Exchange and displayed on
the Company s website

WWW $eQro com
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NOMINATION
COMMITTEE
REPORT

COMMITTEE
CHAIRMAN'S
INTRODUCTION

The Nomination Committee has a key
role In ensuring that the Board and
the serior management team have
the appropriate skills, knowledge and
experience to operate effectively and
to deliver our strategy

The Nomanation Cormruttee 1s respansible for making
recommendations for new appomntrments to the Board and
ensuning that the process 15 formal, ngorous and transparent

| chair the Nomination Committee, and during the year the
other members were Andrew Palmer, Chris Peacock, Mark
Robertshaw and Dawid Sleath Chnistopher Fisher joined the
Commuttee on 17 December 2012 and Margaret Ford became
a member on her appomntment to the Board in January 2013
Dunng 2012, the main facus of the Committee was the sefection
of two Non-Executive Directors and succession planning

NIGEL RICH CBE
CHAIRMAN OF THE NOMINATION COMMITTEE
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ACTIVITIES

In early 2012, the Committee discussed the preferred size of
the Board and also the benefits that increased gender diversity
can bring This was In preparation for the rebrement of three
Non-Executive Directors, mcluding the Senior Independent
Director and the Chairman of the Remuneration Committee,
who, within the following 18 months, will have served
approximately mine years on the Board The Committee has
assessed the speaific skills, attributes and expenence that
would be required of the replacements of these Non-Executive
Directors given the compasition of the Board as a whole
Descriptions of the roles and the capabilities required

were prepared

The Committee undertook a review of executive search firms
and appointed JCA Group to conduct the search fora Senior
Independent Director and Chairman of the Remuneration
Commuttee JCA Group conducted the Board evaluation in
2011, otherwise the orgarisation does not have any other
connection with the Company The remit to JCA Group was
to review candidates from a wide range of backgrounds to
ensure that the best candidates, with the most appropnate
skills, were selected The Committee reviewed the proposed list
of candidates and appointed a panel of Directors to conduct
the interview process, following which a recommendation was
made to the Board The Company was pleased to announce
In September the appotniments of Chnstopher Fisher and
Margaret Ford

During 2013, the Committee will start the process to dentify a
successor to the thurd of the retining Non-Executive Directors,
Thom Wermink, who will have served nine years as a Director
In 2014

The Non-Executive Directors have letters of appointment, that
set out their duties and antapated time commutment to the
Company, and are appomnted for three-year terms Mark
Robertshaw and Doug Webb will each complete therr first
three-year term dunng the first half of 2013 The Committee,
having constdered therr performance, concluded that they
continue to be effective and both demanstrate commitment to
theirroles The Board has approved the recommendation for
their appointments to be extended for a further three-year
term, subject to re-elechon at the AGM The tenure of each of
the Non-Executive Directors 1s shown 1n the chart on page 53

Save for Andrew Palmer and Chins Peacock, each of the
Directors will be proposed for election or re-glection atthe
2013 AGM Following the appraisal process set out below,
the Committee concluded that each of the Directors seeking
election or re-elechon continues to make an effective
coninbution to the Board

The Non-Executive Directors met
with the Chief Executive and the
Group HR Director to consider
succession planning and talent
management for the Company’s
senior executives below Board level.

MNIGEL RICH




APPRAISAL PROCESS

DIRECTOR APPRAISAL PROCESS

Nigel Rich Senior Independent Director led a review with the other Non-Executive Directors
Chnstopher Fisher No appraisal as newly appointed

Margaret Ford No appraisal as newly apponted

Andrew Palmer

Mo appraisal as retiring at the 2013 AGM

Chns Peacock

Mo appraisal as retwing at the 2013 AGM

Justin Read Appraisal by the Chiel Executive

Mark Robertshaw Committee reviewed performance and proposed re-appointment for a second three-year term
Dawid Sleath Chairman led a review with the other Non-Executive Directors

Doug Webb Committee reviewed performance and proposed re-appantment for a second three-year term
Thom Wernink Committee reviewed performance

The Non-Executive Directors met with the Chief Executive and the Group HR Director to consider succession planning and talent
management for the Company’s senior executrves below Board level The Commuttee recognises the benefits of dwersity
throughout the woridiorce and 1s supportive of the Company's talent management programme, which applies at alt levels of the
organisation, and has the aim of developing a diverse tafent pool of future directors and senior managers As set out In the
Chairman s introduchion 1o the Govemnance Report on page 46, dunng the year the Committee did consider diversity on the Board
and throughout the organisation The Company’s diversity policy 15 avallable on the Company's website

www segro com
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AUDIT COMMITTEE
REPORT

COMMITTEE
CHAIRMAN'S
INTRODUCTION

The Audit Committee’s key role 1s to

gain assurance around the processes that
support financial reporting the valuation
process, internal controi, risk management
and legal and regulatory comphance,
together with the finanaal reporting itself

On behalf of the Board, it also monitors the integnty of the
Group's finanaal statements, reviews the appointment,
performance and independence of the external auditor and the
role and effectiveness of the iInternal audit function | char the
Committee, and throughout the year the other members were
Andrew Palmer and Thom Wernink Christopher Risher [oined
the Committee in October 2012 and Margaret Ford became
a member on her appointment to the Board in January 2013
As a former Chief Finanaal Officer at London Stock Exchange
Group ple and as a Fellow of the ICAEW, I bnng recent and
relevant financial expenence to the Committee

DOUG WEBB
CHAIRMAN OF THE AUDIT COMMITTEE
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ACTIVITIES

The chart on the opposite page summanses the pnncipal
activities of the Committee dunng the year and the significant
1ssues 1t addressed and resulting actions taken

ATTENDANCE

By invitation, there were a number of regular attendees at each
meeting, ncduding the Group Finance Director and the Group
Finanaal Controller, as well as the internal and external
auditors The Chairman of the Comparty and the Chief
Executive alsa attended by invitation Throughout the year, the
Commuttee regularly met separately with each of the internal
and external auditors in the absence of ranagement

Dunng the year, the Committee had a presentation from DTZ
Debenham Tie Leung Limited, who were the valuers of the
wholly-owned Group property postfolio in 2011, and from
CBRE Limited, who were appointed the Group’s whally-owned
valuers in June 2012 following a compettive tender process

In 2012, presentatons were alsa given by the Heads of Taxand
Business Informanon Systemns, the Group Risk Manager, the
Group Reporting Manager, the General Counsel and Group
Company Secretary and the Finance Director - Group
Operations. Dunng the year, the Commuttee Chairman had a
number of separate meetings with both the retnng and new lead
audut partrers at Deloitte LLP, had regular interaction with the lead
intemal audit partner at KPMG LLP and met with the directors at
DTZ Debenham Tie Leung Luruted and CBRE Limited

INTERNAL CONTROL FRAMEWORK

The Commuttee, on behalf of the Board, is responsible for
reviewing the internal controt framework This review is
consistent with the Code and covers all matenial areas of the
Group, Including nsk management and compliance with
controfs The framewark and miternal controls system are
designed to manage, but not to eiminate, the nsk of falure

of the Group to meet its business objectives and, as such,
only provide reasonable, not absolute, assurance against
matenal misstatement or loss The Committee also monitors
the effectiveness of the framework through waitten and verbal
reports from the Group Finance Director and the internal and
external auditors on progress with intermial control actvities

These reports included

—  reviews of business processes and activities, including
action plans to address any identified control weaknesses
or recommendations for Improvements to controls or
processes,

— management’s own assessment of the strengths and
weaknesses of the overall control environment and the
action plans to address any weaknesses,

—~  the results of the iInternal audits,

— internal control recommendations made by the external
auditors, and

- follow-up actions from previous internal control
recommendations

The Commuittee monitors management’s action plans o
improve internal cantrols that have been dentified following
the above reports It confirms that it has not been adwsed of
any fadings or weaknesses that t regards ta be signt ficant.

A number of employees
from across the business presented
to the Committee during the year
1o enhance the Committee’s
understanding of the issues it faced.

DOUG WEBB




PRINCIPAL ACTIVITIES AND SIGNIFICANT ISSUES

2012 PRINCIPAL ACTIVITIES

SIGNIFICANT ISSUES

ACTION TAKEN

Reviewing the Integrity, consistency and
key judgements indluding going concem
1n the Company’s half- and full-year
financil statements

The need for provisioning of debtor
balances — particularly for outstanding
rental payments due from Neckermann,
one of the Group's majar tenants which
entered into adrmurustration during the year

Judgement n accounting for significant
transactions, for example: the disposal of IQ
Famborough completed i Aprl, wath a
proportion of sale proceeds due post 30 June
2012, Fareham dispasal was expected to
complete m the first half of 2012 but
completion remamed condional at the half
year Cormpany policy ts to recogruse significant
property ransactions when srgnificant nsk and
rewards of ownershep are transfermed

The going concem conceptis fundamental
10 long-term shareholder value

Fallowng Committee challenge and suditor scrutiny of the Finance
Team s assumptions, it was agreed that no provision would be made for
2012 payments under the Neckermann lease, as these monies are
expected to be recoverable through bank guarantees

Given the ligh probabihity of receipt of the post 30 June Famborough
proceeds, the Finance Team proposed that the full proceeds of the
disposat be recognised i the Hall-Yearly Report. Given the level of
condihonality refating to the Fareham transaction, the proposal was not
10 recogruse disposak proceeds in the Half Yearly Repart The auditor
confirmed that the policy was in accordance with accounting regulations
and that the proposed treatment of proceeds was appropnate Following
discussion, the proposed treatment for both transactions was accepted
by the Commuittee.

The Commuttee continues to monitor going concern albert following
assessment we regard the risks asscoated with going concemn as
beinglow

MIIAUIAQ

Assessing the independence of the
valuers and gairung assurance around
the valuation process

Reviewing the property valuation reports
and considering any significant changes
to the valuation of indrwdual assets

Valuation 1s central to the business and the
Commuttee 1s responsible for the assurance
of this process The Company deaded to
undertake a tender protess for the valuers
during the year

Reduction in comparable transaction data
for valuation of large non-core assets in
Continental Europe

The Committee oversaw the tender process for selection and
appointment of the valuers in the first half of the year The valuers of
wholly-owned assets presented to the Commuttee on the valuaon
methodology as part of the half- and full-year results process In addition,
the Committee Chatrman and the external auditor both met separately
with the valuers to review the valuation process

Despite a lack of transactional evidence for certain largenon-core assets
n Continental Europe, the valuers confirmed that there was sufficent
ewvidence to reliably assess the fair value of these assets

On the basis of the above, the Committee concluded that the valuations
were suitable for indlusion in the finanaal slatements

Oversight and challenge of the nsk
management process

Rrsk management is fundamental to
aperations and good governance and best
practice 15 evolang in thus area

In 2012, the Company conducted a full review of 11 risk management
programme.

The Risk Manager appraised the Committee of proposed changes to nisk
management. The Committee took responsibiblity for monitoring the
implementation of subsequent changes to the nsk management
programme

Monitonng the independence and
effectrveness of the intemnat and external
auditors, including oversight of the process
for lead external audit partner rotatian

The Commuttees Terms of Reference require
that these items are reviewed annually

Recent changes to the Code require that the
external audit role 15 put out to tender within
a transitional period

The Commuttee has implemented a process to monstor effectiveness
and independence

It was decided that the role of the external auditor would not be put out
to tender in the corming year and that the role provided by the Intemal
auditor would be put out to tender in 2013

I

Internal control oversight and challenge
of the internal control pracess and the
control environment

There s a planned system changeover
In the UK business in 2013 that could
lead to stgnificant issues for the reliability
of finanaal reporung if not property
implemented

The Committee has oversight of the programme implementation and has
receved regular updates from the Head of the Steering Committee

KPMG LLP has reviewed the system changeover process as part of the
internal audit programme

The auditor is currently in the process of testing the Group s data
rrigratron plans

Reviewing the proposals for changes in
segmental repornng to better align with the
Group strategy

Folloveng the re-structunng of the business
in 2011 the UK/Continental Europe
segmental reporting spht was no longer
appropnats A number of alternatives

were reviewed

Conduded that a five-segment approach would provide ncreased
granulanity for investors and better reflect the Group structure This
new format was adopted for the 2012 half-year finanaal statements

Orversight of matters relating to tax and any
potential impact on the integnty of the
finanaal statements

The Groups REIT and SIIC compliance 1s
key consideration given the potential Impact
of non-compliance

The Head of Tax presented to the Committee and vanous 1ssues were
discussed mcluding matters of judgement, tax nsk and tax strategy It was
agreed that no action on the part of the Commttee was necessary, but it
would continue to monitor these areas

Considenng the impact of requlatory
reporting requirements, including changes
to the Code and the options regarding the
audit of subsidiary accounts

Regulatory changes allow for companies to
obtain an exemption from the requirement
to audit subsidiary cormpantes

The Committes accepted managernent s recommendation that cost
savings in Laking audit exemption were not justfied by legal risk. This
pasition 15 to be reviewed agait in 2013

WWW SEGIo Com
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AUDIT COMMITTEE REPORT CONTINUED

The Compary has a whistieblowing policy and has a service
provided by a third party whereby employees can rase
concerns, whether in relation to financat reporuing or other
matters, i confidence Arrangements are in place for reporting
such concerns to the Committee, and any matters reported
under the policy are promptly and fully investigated, with
external support where necessary

EXTERNAL AUDIT
On an annual bass, the Committee considers the appomntmen,
remuneration and independence of the external auditors

It1s the Commuttee's respansibility ta assess the effectiveness of
the external audit process, and its policy 15 1o conduct this
review on an annual basis As part of the 2012 review, detalled
queshonnaires were sent to key personnel in the business to
gather feedback on Deloitte LLP's performance as external
auditor The Commuttee also considered the quaity of the
auditor’s reports, the level of scrutiny applied to management
recommendations and the interaction of the auditor with the
Committee Following the review, the Commutiee is satishied
that Deloitte LLP continues to provide appropriate levels of
scepticism and challenge and has recommended to the Board
that Deloitte LLP be proposed for re-election at the 2013 AGM

Deloitte LLP was appointed as auditor in 2007 following 2
compettive tender In accordarnice with best prachice on audit
partrier rotahon, and following consuitation with the Chairman
of the Cornmittee and the Group Finance Director, a new lead
audit partner for SEGRO was appointed for the 2012 financal
year Given these changes, the Code and the Financial
Reporting Counal’s transitional arrangements for audit
tenders provide SEGRO with the opportunity to defer
re-tendening the external audit unnl 2022 [tis the
Comemuttee’s intention to re-tender when it 1s appropriate

te do so and within this imeframe

The Committee s policy for the use of the external auditor

for norn-audit services recogrises that there are certain
arcumstances where, due to their knowledge of the Company
and their experuse, Deloitte LLP will often be in the best
position to perform non-audit senices The policy specifies
stign-off procedutes for approval of all non-audit services
Should fees for a speatic project be expected to exceed
£100,000, sign-off 1s required by the Chairman of the
Commuttee and the Group Finarice Director, orin his absence,
the Chief Executive Where lees are expected to be in excess of
£250,000, approval 1s required by the Committee The policy
also has a non-exhaustive schedule of services that Deloitte
LLP should not provide, as they could be detnimental to it
independence as an extenal auditor This schedule was
amended in 2010 to formalise the occasiens when the business
may nstruct Deloitte Real Estate, which indudes the real estate
business formerty known as Drivers Jonas LLP The policy for
the use of externial auditors for non-audkt services 15 avalable

al www segro com

The Committee recommends the remuneration of the external
auditor to the Baard and keeps under review the ratio of audit
to non-audit fees to ensure that the iIndependence and
objectivity of the externial audrtor are not put al fisk In 2012,
the fee for audit and audit-related services was £0 7 million
The fee for non-audit services was €0 2 million, £0 1 million of
which was in respect of tax comphance and tax adwisory
services, the remaining £0 1 million was In respect of services
provided by Deloitte Real Estate Deloitte LLP 15 also the auditor
of the APP and Big Box [oint venitures, and detalls of these fees
are provided in note 7 to the financial statements Deloitte LLP
has prowvided wnitten confirmation of its independence to the
Committee, and the Commuttee does not consider that the
level of non-audit fees adversely impacts on the independence
of Delottte LLP as auditar
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INTERNAL AUDIT

At the core of the Committee’s role 18 the assurance of the
processes that support financial reporting, the valuation
process, :nternal controls system, risk management and legal
and regulatory compliance.

As In previous years, assurance of the risk managerment
process, testing of nternal controls and setting the intemal
audit programme continued 1o be key prionties The internal
audit programime, which is developed by reference 1othe
Group Risk Reguster, provides the Commuttee with a further
means of monitoring achons ko manage and mitigate those
nsks identified as posing the greatest threat to the Company
During the year, internal audits were carried outon a number
of business processes, induding the procurement function, the
acquisition and disposal process, the capital approvals process,
health and safety, service charges and the ireasury function

The Committee believes that the value of internal audit s
enhanced by having a third party perform this function, as this
supports the Independent challenge of management and gives
greater access to expertise than an internal function could
provide KPMG LLP has performed this role throughout the
year Once each mternal audit 1s completed, KPMG LLP 1ssues
a questionnarre to the process owner and other relevant
employees to ensure that real-ume feedback 1s collected on the
quality and effecteveness of its audit. The results of this
feadback are pronided to the Committee [n 2012, the
respanses indicated a strong level of satisfaction with the
mternal audit work. This evidence, along with input from the
sentor management team and its own interaction with the lead
wternal audtt partner, was considered by the Commitiee as part
of the annual review of the effectiveness of the internal auditor
it was concluded that the internal audit function had been
effective and, accordingly, the Commuttee extended KPMG
LLP's engagement for a further year The nternal auditor
contract will be re-tendered dunng 2013

In 2013, the Commutiee will continue to follow a nisk-based
approach to intemal audit. In additon to the Committee’s
reqular responsibilities, areas of focus will include the
implementation of MRI in the UK, 1T controls, leasing and
property data processes, sales and invoraing and VAT




REMUNERATION
COMMITTEE
REPORT

COMMITTEE
CHAIRMAN'S
INTRODUCTION

The Remuneration Committee’s key

role I1s to determine the reward strategy
for the Executive Directors and the
senlor management team | chair the
Commuttee, and throughout the year the
other members were Andrew Palmer and
Mark Robertshaw Christopher Fisher
joined the Committee in October 2012
and Margaret Ford became a member
on her appointment to the Board in
January 2013 Each of the members 1s an
independent Non-Executive Director

In 2011 and 2012, we undertook consiltations with shareholders
on changes to the remuneration policy, in paricular in respect of
the Bonus and the Long Term Incentive Pian (the LTIP} The
changes to the LTIP were implemented in 2012 and are
described on page 61 Atthe 2012 AGM, 99 per cent of votes
cast were In favour of the Remuneration Report, which the
Commuttee felt reflected the constructive consultation exerase
with shareholders and the decisions made by the Commuttee
dunng 2011

The Committee reviewed Executive Directors’ remuneration
towards the end of 2012 and agreed an increase in salary and
maximum Bonus opportunity, while at the same bme doubling
the proportion of Bonus that is subject to three-year deferral into
shares These changes further re-balance executive pay away from
short-term cash remuneration to long-term, share based
remuneration, and were effective from 1 January 2013 Further
details are set out in s report.

No further amendmenits are proposed to the remuneration
policy In 2013, as the Commttee believes it 15 important to
refram from further changes in order to ensure clanty and
transparency for the Executive Directors and the senior
management team The Committee continues to review
external developments and to ensure the direct link between
business performance and reward 15 mantained

In 2012, the Department for Business, Innovation and Skills
held a consultation on Directors’ pay with the aim of
strengthening the link between Directors’ pay and performance
and tncreasing transparency in this area Although the resulting
regulabions are only applicable from the 2013 reporting year
onwards and we expect the format of the 2013 remuneration
report to change significantly, this report comphies with anumber
of those regulations.

After nine years as a Director at SEGRO and three years as the
Chatrman of the Remunerabon Committee, | wll be stepping
down at the 2013 AGM and Margaret Ford will succeed me
as Chawman

CHRIS PEACOCK
CHAIRMAN OF THE REMUNERATION COMMITTEE

ROLE OF THE COMMITTEE

The Comrmuttee ensures that the remuneration structure and

Its deasions generate motvating and appropnate long-ierm
rewards for the Executive Directors, while reflecuing the
performance of the business and encouraging sustained
long-term shareholder value. The Committee sets the
framework for the remuneration of the Chairman, the Executrve
Directors and the serior management team 15 also responsible
for the approval of salanes, bonuses and share awards for
Executive Directors and the seruer management team The
Committee approves new executive share plans and makes
recommendations to the Board, should they require
shareholder approval

In order to achieve consistency of remuneration policy
across the Group, the Comrmuttee retans oversight of the
remuneration framework for our employees It approves the
total annual payroll increase together with the performance
conditions of the Bonus, in which all employees particpate,
and the performance conditions of the LTIP

The Terms of Reference for the Commuttee are reviewed
periodically by the Board and are avatlable on the Company’s
website The Chairman of the Company., the Chief Executive,
the General Counsel and Group Company Secretary and the
Group HR Director may be invited to attend meetings, except
when their own remuneration 15 discussed

ADVISORS

The Committee has access to sufficent resources to discharge
its duties, which includes access to independent remuneratton
adhvisors, the General Counsel and Group Company Secretary,
the Group MR Director and other advisers as required

It 15 responsible for appointing Its external advisors and
dunng the year it received adwice from Kepler Associates,
which 15 a signatory to the Code of Conduct for Remuneration
Consultants in the UK, in discharging its responsibilities This
independent rernuneration consultant attended meetings
when major remuneration issues were discussed

To ensure a consistent approach to remuneration across the
Group, Kepler Associates also provides advice to the Company
in respect of matters reating to the remuneration of all
employees Aon Hewtt Limited prowided information to the
Commiitee and the Company in respect of pension-related
matters Dunng the year, Slaughter and May prowided adwice
to the Comipany in respect of its share-based incentive
schemes, regulatory and perisions matters

WWW $egro com
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REMUNERATION COMMITTEE REPORT CONTINUED

ACTIVITIES IN 2012

Dunng 2012, the Commuittee met five imes, and the matters

it considered included

- fnalising the 2012 Bonus structure, following feedback
from shareholders, and agreeing the targets for
performance against Total Property Retum (PR}
and EPRA Profit Before Tax (PBT),

~  completing the 2011/2012 consultanon with shareholders
on the proposed changes to the LTIP Finalising the
changes to the LTIP nules and approving the shareholder
arcular explaining the resolution to change the LTIP rules
atthe 2012 AGM,

- approving the 2011 Bonus payments, the 2012 LTIP award
and the 2012 LTIP transihonary award,

- approving the vesting of the 2009 LTIP award,

~  approving the 2012 salary review for the Executive
Directors and seruor management team, noting the overall
increase for all employees,

- approving salary increases and changes to the Bonus for
the Executrve Directors, to be effective from January 2013,

- undertaking a muid-year review of progress against the
2012 Bonus targets, and

- considenng the structure of the 2013 bonus, and In
particular the appropnate Industrial Property Databank
(IPD) benchmark to use across the Group to measure
TPR performance

PRINCIPLES OF THE REMUNERATION POLICY

The key aim of the remuneration policy is to align the interests
of Executive Directors with those of the shareholders by
supporting the delvery of strategy Following the
announcement of the results of the strategic review in 2011,
the structure of the rermuneration framework was updated

to reflect the strategic direction for the business and to align

it with the Company’s KPIs (see page 17) In setung the
remuneration policy, the Committee takes into consideration,
among other matters, investor guidedines and the maximum
amount of remuneration the Executive Directors could recerve
should all targets be met The Executive Directors’
remuneration 15 set within a remuneration framework which
apphes to all employees across the Group Chart 1 sets out how
each component of the remuneration package supports the
pelicy and Chart 2 sets out how the components of the
Executive Directors’ remuneration package Iink to the KPls
and to strategy

Each year, with the support of extemnal advisors, the Committee
undertakes a review of the remuneration of the Executive
Directors and of a group of senior managers immediately
below the Board It considers the responsibtlities, expenence
and performance of the Executive Directors and pay across

the Group As part of this review, Executive Directors’
remuneration s also benchmarked against the pay of executive
directors In a peer group of UK listed property companies and
benchmark data for companies of similar market capitalisation
These comparators are used because they represent the wider
executive talent pool from which the Company rmight expect to
recruit externally and the market to which it 1s at risk of losing
employees if remuneration 1s not competitve The Committee
does not believe that changes in the benchmark data alone are
sufficient to ustify an increase in Executive Director pay Each
of the key elements of the remuneration package s designed
to drive the creation of long-term shareholder value without
encouraging Executive Directors to take inappropnate nsk.
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CHART 1 - REMUNERATION POLICY AND COMPONENTS OF

REMUNERATION PACKAGE
PRINCIPLES OF THE COMPONENTS OF
REMUNERATION POLICY REMUNERATION PACKAGE

To maintain a competitive remuneration
package that will attract and retain the best
talent, avotd inappropriate nsk taking and
align the Executive Directors’ interests with
those of shareholders and other stakeholders

Total package induding director
shareholding guidelines

To provide performance related compensation
with demanding performance conditions within
the Group's nsk appelite

Bonus and LTIP

Ta incentivise the creation of long-term
shareholder value

LTIP and Deferred Share Bonus Plan
(the DSBP)

To strike a balance of mixed remuneration
between fixed and vanable elements

Salary, cash in lreu of penston,
DSBP and LTIP

To prowicle remuneration thai rewards
short-term performance but also encourages
long-term focus

Bonus, DSBP and LTIP

CHART 2 - COMPONENTS OF REMUNERATION

PACKAGE AND STRATEGIC PURPOSE

COMPONENT OF
REMUNERATION PACKAGE

STRATEGIC PURPOSE AND KPIs

Salary

To attract and motivate high calibre [eaders in a

competitive market and to recogruse their skills,
experience and contnbution to Group performance

Bonus

To focus on the delivery of annual goals, to strive for

supenor performance and to achieve specfic targets
which support strategy, in particular for income
generation, total property returns, recurring profit and
objectrves related to re-shaping the portfolio See Bonus
section on page 60 forthe link between Bonus and KPls
and pages 18 and 19 far descriptions of the Group KPIs

DSBP

To encourage retention of serior managers and provide

along-term link between the Bonus and share price
growth as well as to prevent short-term decsion making

LTIP

To reward the execution of strategy and drive long-term

returns for shareholders LTIP awards are designed (0
align the most sentor managers’ goals with the creabon
of sustatnable growth in shareholder value as well as
improving retention ameong this group See LTIP section
below for descnption of the TSR and TPR LTIP
performance conditions and page 17 for how these KPIs
support the delivery of strategy See pages 18 and 19 for
descriptions of the Group KPls

Sharesave

To provide a market compebitive remuneration package

and to encourage employee share ownership

Share Incentive Plan {the SIP}
and Global Share Incentive
Plan (the GSIP)

To provide a market competitive remuneralion package
and to encourage share ownership

Pension benefits To provide a market competitive remuneration package
Other benefits To provide a market compettive remuneration package
-~ Carallowance
- Life assurance

—  Disability insurance
- Ppvate medical insurance
= Health screering




SHAREHOLDING GUIDELINES

The Committee operates a palicy where Executive Directors are expected to bulld a shareholding equivalent to one times the value of their salary, calculated
by reference to the value of the shares at the date of acquisition, withn five years of being appointed to the Board The Chief Executive 15 expected to hold
shares equivalent to the value of one-and-a-half imes his annual salary The number of shares held 1s indusive of DSBP and SIP shares but exdusve of shares
under award in the LTIP and outstanding Sharesave options The resulting shareholdings of the Executive Directors as at 31 December 2012 are shown below

{see Chart 3)
CHART 3 - DIRECTORS’ SHAREHOLDINGS AND SHAREHOLDING REQUIREMENTS

SHAREHOLDING AS A YEARS REMAINING
NUMBER OF SHARES VALUE OF SHARES PERCENTAGE OF SALARY WITHINWHICHTO
NAME HELD AS AT 311212 HELD AS AT 311212 ASAT311212 ACQUIRE POLICY SHARES
Dawid Sleath 297,627 £894,563 1720 Minimum helding achieved
Justin Read 32,747 £73,046 25 35
POLICY ON SERVICE CONTRACTS
Executive Directors

The contracts are on a 12-month rolling basis and do not contain iquidated damages dauses The Commuttee retains discretion In structunng Executve
Directors’ contracts where appropnate

Non-Executive Directors

The Chairman and the Non-Executive Directors have letters of appotntment, which set out therr duttes and antiapated time comnutment to the Company
They are required to disdose any changes ta their other significant commitments to the Board The Non-Executive Directors are appointed for an intial term
of three years The appointments may be extended for further three-year peniods on the recommendation of the Nomunabon Committee and subject to the
Board's agreement. The Non-Executive Directors’ letters of appeiniment contain a three-month notice pened and the Charman's contains a six-month notice
penod Further details are set out in Chart 4 below

The fees payable to Non-Executive Directars are set by reference to those paid by other companies and the time commitment and responsibiliies of the role
The Remuneration Commttee’s advisors provide the Board with data on non-executive fees

POLICY ON TERMINATION PAYMENTS

The Company retains the nght to terminate the service contract of any Executive Director subject to contractually agreed payments in llew of notice which are
timited to annual salary plus any speafied benefits Payments are normally phased over the 12-month notice period, based on the pnnaple of a Director’s duty
to seek alternative employment and thereby mitigate therr loss In determining compensation, the Commuttee will take into account best practice, the
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provisions of the Code and will take legal advice on the Company’s hability to pay compensation -
4
POLICY ON EXECUTIVE DIRECTORS’ EXTERNAL APPOINTMENTS ;
With the support of the Chatrman and Chief Executive, the Executive Directors are normally only permitted to take one non-executive directorshep outside g
the Group, as these roles can broaden the expenence brought to the Board Such appomntments require Board approval and the ime commitment the -
appointment will require Is taken nto consideraion Executive Directors may retain fees for external appomtments g
par]
CHART 4 — DATES OF APPOINTMENT AND CONTRACTUAL NOTICE PERIODS rg"
m
prad
NAME DATE OF APPCINTMENT NCTICE PERIOD A
Nigel Rich 1 July 2006 6 rmonths
Dawid Sleath 1 January 2006 12 months by the Company
6 months by the Director
Justin Read 30 August 2011 12 months by the Company
6 months by the Director
Chnstopher Fisher 1 October 2012 3 months
Andrew Palmer 28 January 2004 3 manths
Chns Peacock 28 lanuary 2004 3 months
Mark Robertshaw 1 June 2010 3 months
Doug Webb 1 May 2010 3 months
Thom Werrunk 23 May 2005 3 months
Note-

1 Margaret Ford was appotnied to the Board on 1 lanuary 2013 and her letter of appointment includes a three-month notice period
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REMUNERATION COMMITTEE REPORT CONTINUED

POLICY IMPLEMENTATION

SALARY, BENEFITS AND PAYMENTS IN LIEU

QOF PENSION

Full details of the remuneration paid to Dawid Sleath and Justin
Read are set outin the table on page 63 The Executive
Directors did not have a salary increase in 2012 With effect
from 1 January 2013, the Chief Executive’s salary was increased
from €520,000 to £550,000 and the Group Finance Director’s
salary was increased from £340,000 10 £360,000 The next
salary review for the Executive Directors witl be in Apnl 2014

The Executive Directors recerve life assurance, private medical
insurance and a company car or cash in beu The Chief
Executive receives a cash allowance of 30 per cent of salary

in hew of pension and the Group Finance Director recerves

a cash allowance of 20 per cent of salary Retirement benefits
are avallable to all UK employees and employees in certain
Continental Eurcpean junsdictions, dependent on local
market practice.

BONUS

The structure of the Bonus was revised in 2012 For the
Executive Directors, the 2012 Bonus compnsed three equally
weighted components EPRA PBT, relative TPR, and
Indnadual performance

- EPRA PBT was selected for 1ts link to the delivery of a
sustainable dividend strategy
- 2012 - EPRA PBT exceeded the stretch target, which
will result m a full payout under this component
of the Bonus
- TPRwas selected as the best and most important internal
driver of TSR The TPR calculation for the Bonus exdudes
land This 1s consistent with the IPD benchmark and 1s
tntended to avoid disincentivising managers from brnging
forward proposals to acquire land, as development is an
important part of the Group s ongoing strategy
— 2012 —the Company's relative TPR for 2012 was
below that of the benchmark and accordingly nothing
will be paid under this compenent of the Bonus
—  Personal performance, based on indridual, year-end
performance rating, induding the achievernent of stretchung
personal objectives such as the key drivers of TPR as well as
broader targets based on strategy implementation 50 per
cent of the maximum ameount available under the personal
performance component of the Benws is payable for
on-target performance, 70 per cent is payable where targets
are exceeded, and for exceptional performance, 100 per
centis payable Where targets are not achieved, payments
may be withheld in part or i full, as appropnate
— 2012 - As a result of their indmidual performance,
both Dawid Sleath and Justin Read waill receive 70 per
cent of the Bonus payable under this component
(See Chuef Executive’s Review on pages 10 1o 19
for ughlights of the year and progress aganst
strategic pnonties)

For the 2012 Bonus, the maximum opportunity remained at
120 per cent of salary for the Chief Executive and 100 per cent
of salary for the Group Finance Director David Sleath and
Justin Read both achieved 56 7 per cent of thewr respective
maximum payments under the 2012 Bonus Details of Bonus
achievemnent as a percentage of salary are shown in Chart 5
25 per cent of the Bonus payable will be deferred into shares
to be held in the DSBP (see Chart 12 on page 63)

Followirg a review of the Bonus and the DSBP in the context of
total remuneration, the maximum Bonus opportunity for 2013
will increase to 150 per cent for the Chief Executive and 120
per cent for the Group Finance Director, and the amount of
Bonus subject to deferral will double (see DSBP) As part of the
review of the 2013 Bonus arrangements, the TPR and EPRA
PBT performance targets were made more stretching
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DEFERRED SHARE BONUS PLAN (THE DSBP)

The DSBP was implemented in respect of the 2010 Bonus

for Executive Directors and a number of senior managers

In respect of 2010, 2011 and 2012, 25 per cent of any Bonus
payable is subject to deferral into shares under the DSBP

No further performance conditions attach to DSBP shares,
although vesting ts subject to parbicipants’ continuing
ernployment or good leaver status Awards vest at the
discretton of the Commuttee and are subject to clawback
provisions in the case of misstatement or misconduct DSBP
awards do not carry any entitlemnent to dividends, however, the
Commuttee may, at the ime of the release of the shares, pay a
cash sum broadly equivalent to the value of the dividends that
would have been paid over the three-year holding perod

For the 2013 Bonus, the proportion that will be deferred into
the DSBP for the Exaecutive Directors has doubled, ncreasing
from 25 per cent to 50 per cent of Bonus eamed

LONG TERM INCENTIVE PLAN (THELTIP)

with the changes that were implemented in 2012, there are
different sets of performance conditions applying to the
outstanding LTIP awards

2009 - 2011 LTIP AWARDS

For the awards made from 2009 to 2011, two performance
conditions were used, EPS weighted 60 per cent and relative
TPR weighted 40 per cent, with both measured over a
three-year performance penod The EPS performance
condition was chosen as it underpins the delvery of eamings

to shareholders The TPR performance was selected foruts close
alignment to shareholder value Adjusted diluted EPS 15
calculated according to the applicable EPRA guidelines,
exduding valuation gains/losses and exceptional items Actual
performance for EPS 1s calculated from the published figures

in the Annual Report. These calculations are reviewed by the
auditor and are approved by the Committee. The Committee
retans the discretion to withhald vesting of awards should such
payments be deemed mappropnate




Under the EPS performance condition, 25 per cent of shares
vest where adjusted diluted EPS growth of four per cent per
year 15 achueved and 100 per cent of the allocation vests on
achuevernent of adjusted diluted EPS growth of 10 per cent per
year Shares vest on a straight-line basis between these two
points All shares under this element of the award lapse If four
per cent adjusted diluted EPS growth per year is not achieved
The relative TPR performance condition i1s dependent on, and
1s measured against, the IPD UK Industnal Index, as this index
1s independent and provides a measure of the Company s
property portfolio performance relative to other UK industrial
property Investments The Committee’s practice was to make
LTIP awards to the Chief Executive of 175 per cent of salary and
to other Executve Directors of 140 per cent of salary

2009 LTIP VESTING

The three-year performance penod for the 2009 LTIP award
completed on 31 December 2011 and during 2012, this award
vested in part. Having met a proportion of the EPS conditiens,
31 8 per cent of the shares subject to this performance
condition vested The Company faled to meet its TPR targets
for the 2009 LTIP, accordingly all shares under award In respect
of this performance condition lapsed {see Charts 6 and 7}

The Committee has the discretion to adjust awards downwards
at vesting If it 1s not satisfied that the outcome 15 a fair reflection
of undertying performance, or in the event of excessive
nsk-taking or misstatement. No such discretion was exerased
in respect of the vesting of the 2009 LTIP award

2012 LTIP AWARDS

At the 2012 AGM, shareholders approved an increase In

the perfermance penod for the 2012 and subsequentLTIP
awards from three to four years ta reflect more dosely the ime
honzon for value creation in line with the Company’s strategy
The performance conditions were revised and based on
relative TSR and refative TPR, equally weighted The nomal
grant size of awards to Executive Directors was increased to
200 per cent of salary, with a maximum award size of 300 per
cent of salary in exceptional arcumstances For senior
managers the award 15 calculated by reference to their salary,
their senionty and their performance rating for the prior year
For 2012, approximately 100 employees were eligible o
particapate in the LTIP The Commuttee retains its discrebon to
adjust awards downwards at vesting if it was not satisfied that
the outcome was a fair reflection of underlying performance, or
in the event of excessive nsk-taking or misstatement

TSR was setected because of the close alignment with
shareholder value, and TPR was selected as 1t most dosely
reflects the internal drivers that support TSR The TSR
benchmark for the 2012 LTIP award 1s based on the weighted
mean TSR of other FTSE350 REITs 25 per cent of this elerment
vests If the Company’s four-year TSR 15 1n line with benchmark
TSR, nsing on a strasght-line basis to 100 per cent vesting if the
benchmark s exceeded by five per cent per year The 2012
LTIP award TPR benchmark is the |PD benchmark based on
UK/European industnals indicies weighted to reflect the
geographical mix of the Group’s pertfolio (80/20 UK/
Continental Europe for the 2012 award) Of this element, 25
per cent vests if the Company’s four-year TPR 15 in ine with the
IPD benchmark, nsing on a straight-ine basis to 100 per cent
of this element vesting if the IPD benchmark 1s exceeded by
atleast 1 5 per cent per year (see Charts 8 and 9) Aswith the
Bonus, the TPR calculation for all outstanding LTIP awards
exdudes land

For 2012, the Committee made two reduced LTIP awards

the 2012 LTIP award and an LTIP transitionary award The
2012 LTIP award will vest, subject to performance condiions,
based on four-year performance So as to prevent the
lengthening of the performance penod resulting in there being
no potential LTIP vesting 1n 2015, the LTIP transitionary award
will vest, subject to performance conditions, on three-year
performance Each of these awards was based on the normal
LTIP grant size, reduced by 25 per cent The same performance
targets will apply to both awards These arangements have
been designed so that the overall expected cost {on an accrual
basis) to the Company of the LTIP 15 broadly the same
Dwidends accrue on the LTIP shares that are released on
vesting, and will be paid in cash or shares
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REMUNERATION COMMITTEE REPORT CONTINUED
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DETAILS OF THE AWARDS TO BE MADE IN 2013

For the 2013 award, the normal LTIP grant size for the Executive
Directors will reman at 200 pes cent of salary Althoughthe
Commuittee has not made any changes to the structure from
2012, the composition of the relevant IPD comparator index
may be amended to reflect better the gengraphical strudure

of the Group portfolio over the performance penod, and it 1s
the Committee’s ntention that any changes will resultin
performance conditions that are no less streiching

With all the outstanding LTIP awards, the Committee retains
the discretion to downwardly adjust unvested incentive awards
if st 1s ot satisfied that the cutcome & a fair reflection of
undertying performance, or in the event of excessive nsk-taking
or misstaternent In the event of a change of control of the
Company, the Employee Benefit Trust, in consultabion with

the Company, has the discretion to determine whether, and
the extent to which, awards vest. Financial performance

and mstitutional guidelines would be taken mnto accountn
exerasing this discretion Detatls of LTIP awards granted to

the Executrve Directors are set out on page 64

Chart 10 indicates the relative importance of the elements of
the 2012 remuneration for the Executive Directors The relative
proportions of remuneration have been calculated using actual
amounts received 1n respect of 2012 for salary and cash in hieu
of pension Benefits indude cash and values attnbuted on
benefits in kind for the year For the cash element of the Bonus,
the DSBP and the LTIP, target percentages based on salary as
at 31 Decemnber 2012 were used

SHARESAVE

Sharesave Is an HMRG-approved scheme open to all UK
employees Savings can be made over a three-year penod to
purchase shares in the Company at a pnice that 1s set atthe
beginning of the saving penad This price is usually setata 20
per cent discount to the market pnce Employees may save up
to £250 per month across all Sharesave schemes of which
they are a partiapant

SIP AND GSIP

SIP 1s 2an HMRC-appraved scheme open to all LIK employees
subject to service Ehgible employees are awarded shares
annually up to seven per cent of thewr salary or £3,000,
whichever 1s the lower GSIP 15 designed on a similar basis but
15 not HMRC approved and 15 operated for non-UK employees
only Far 2012, the maximum award was based on the lower of
seven per cent of salary or £3,000 (or the euro equivalent) The
award 1s based on pnor year profit before tax against budget

TOTAL SHAREHOLDER RETURN (TSR)

Chart 11 below shows TSR for the Company aver the last
five financal years compared with the FTSE 100 Index, the
FTSE 250 Index and the FTSE EPRA/NAREIT UK Index

The Company Is a constituent of the FTSE 250 Index The
Commuttee has determined that the FTSE EPRA/NAREIT UK
Index 1s an appropnate index, as a number of the Company’s
peers In the property sector are constituents and, as such, it
provides a good indication of refative performance
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AUDITED INFORMATION o
5
RT 12 - DIRE: ' MENT P
CHAl IRECTORS' EMOLU $2012 PAYMENTS DSEP s
IN LIEL) OF BONUS VALUE OF TOTAL TOTAL
SALARY/FEES PENSION BENEFTS? CASH SHARES 2012 201
NAME' £000 £000 £000 £000 £000 £000 £000
Nigel Rich f——
Chairman 250 - - - - 250 250
Dawid Sleath -
Chief Executive 520 156 29 265 88 1,058 1,253 ;0
Justin Read o
Group Finance Director 340 68 19 145 48 620 262 g
Chnstopher Fisher? %
Independent Mon-Executive Director 13 - - - - 13 - (n')l
Andrew Palmer A
Independent Non-Executive Director %
Senior Independent Director 65 - - - - 65 65 =
Chnis Peacock
Independent Non-Executive Director
Charman of the Remuneration Committee 61 - — - - 61 60
)
Mark Robertshaw o
Independent Non-Executive Director 53 - - - - 53 33 g
Doug Webb =
Independent Non-Executive Director E
Charman of the Audit Committee 61 - - - - 61 60 o
Thom Wernink g
Independent Nen-Executive Director 53 - - - - 53 53 —o-
Total 1,416 224 48 410 136 2,234 2,056 %
Notes rq

Margaret Ford was appainted to the Board on 1 January 2013 Shewll recenve zn annual fee of £53 000 per year until the end of the 2013 AGM when her fee wilbe increased to £75 000 per annum to reflect

her additonal duties as Seror Independent Director and Chairman of the Remuneration Committee
2 Benefits ndude pnvate medical healthcare life assurance, company car or cash allowance in heu of 3 company car
3 Chnstopher Fisher was appointed to the Board on | October 2012 -
Z
&
=z
(@)
SINGLE FIGURE CHART 14 — DAVID SLEATH, SINGLE FIGURE 2012 =
David Sleath s total remuneration as calculated in accordance 3
with the FRC's guidance on the BIS draft proposals 15 FIXED ELEMENTS OF REMUNERATION £704.601 5
£1,155,468 The figure is compnsed from both tus fixed and Salary £520,000 =z
vanable elements of remuneration (see Charts 13 and 14} Pay in lieu of pension £156,000 z
—
As Justin Read joined the Company in 2011, he does not have Benefits £28.801 v
an LTIP award vesting in 2013 Therefore, the components of VARIABLE ELEMENTS OF REMUNERATION £450,667
his single figure are those which appear in the emoluments 0
table above Bonus cash amount £265,200
DSBP £88,400
LTIP vesting £97.067
TOTAL REMUNERATION £1,155,468

The DSBP amount represents the face value of the shares at deferral, based on the average
value for the final three months of 2012, deferred into the DSBP in respect of the 2012
Bonus The value provided in respect of the LTIP 1s based on the performance condions
achieved In respect of the 2010 LTIP award and the same average share-price calculation
used for the DSBP
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REMUNERATION COMMITTEE REPORT CONTINUED

DIRECTORS' INTERESTS IN SHARES

The interests of the Directors and their immediate families 1n the ordinary shares of the Company at 1 January 2012 and 31 December 2012 were

BENEFICIAL INTERESTS'

Hiz2002 01012012

ORDINARY ORDINARY

NUMBER OF ORDINARY SHARES 10P SHARES 10P SHARES
MNigel Rich? 123,902 110,208
Christopher Fisher? 10,000 -
Andrew Palmer 8,458 8458
Chns Peacock 11,946 11,787
Justin Read 20,449 10,186
Mark Robertshaw 8,000 8,000
Dawvid Sleath 198,657 145925
Doug Webb 19,500 15,300
Thom Wernink 20,000 20,000

1 Benefical interests In the table abave represent shares benefidatly held by each Director {as at date of poining the Comparty where appropra

te), This mckudes 2ny ordinary shares held on behalf of the Exeautive

Durectors by the Trustees of the SIP and shares benefically swned by spouses. Between 31 December 2012 and 26 Febyuary 2013 there were na changes in respectof the Directors” shareholdings Asat
11 December 2012, 852 633 shares (2011 864,550 shares) were held by the Trustees of the 1994 SEGRO pke Emplayees’ Benefit Trust. As at 26 February 2013 852,633 shares were held by this Trust.
Tha Trustess of the SIP held non-beneficial interestin 329 179 and 212,792 shares as aL31 Dacember 2012 and 1 fanuary 2012 respectvely 323 108 shares were held as at 26 February 2013 Aswath other

the Derectors are deemed to have a potental inzarestin these shares, beng beneficanes under the Trusts

Wk

Niget Rich has a techiucal Interest, nat disdosed i the table above, In 8,217 shares 2s aresultof 3 trusteeship he hods, he has no voting nghts over these shanes.

Chnstopher Fisher was appoiniad to the Baard en | October 2012

DEFERRI BON LAN
ED SHAREBONUS P NO OF SHARES SHARE PRICE OF NGO OF SHARES
UNDER AWARD SHARES ONGRANT UNDER AWARD  END OF HOLDING
NAME DATE OF GRANT 010112 (PENCE) 31212 PERIOD
David Sleath
2010 DSBP no4n 32,531 3215 32,531 310314
2011 DSBP 020412 - 2348 66,439 010415
TOTAL - 32,531 - 98,970
Justin Read
2011 DSBP 020412 - 2348 12,298 010415
TOTAL - - - 12,298
LTiP
END OF
PERFORMANCE
PERIOD
NQO OF NO OF SHARE MARKET NO OF OVER WHICH
SHARES NQ OF SHARES PRICE OF VALUE SHARES PERFORMANCE
UNDER SHARES OVERWHICH SHARES NO OF ON DATE UNDER CONDITIONS
AWARD  LAPSED/NOT AWARDS ONGRANT SHARES OF RELEASE AWARD HAVETO
NAME 010112 RELEASED GRANTED {PENCE) RELEASED (PENCE) 311212 BE MET
David Sleath
2010 Q9LTIP 156,363 126 498 - 38010 29,865 23921 - 311211
28 04 10LTIP 191,293 - - 31470 - - 191,293 311212
2903 11LTIP 274,675 - - 33130 - - 274,675 311213
01 0512LTIP
(Transitionary} - - 352,781 22110 - - 352,781 311214
g1 05120LMP - - 352,781 22110 - - 352,781 311215
TOTAL 622,331 - - - - - 1,171,530
Justin Read
310811 LTIP 187,106 - - 254 40 - - 187,106 311213
010512LTP
(Transitionary) - - 230,664 22110 - - 230,664 311214
010512LTIP - - 230,664 22110 - - 230,664 311215
TOTAL 187,106 - - - - - 648,434
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Q
<
SHARESAVE OPTIONS o
<
m
=
NO OF NO OF
SHARES OPTIONS OPTIONS OPTIONS SHARES PERIOD IN
UNDER GRANTED QOPTION EXERCISED LAPSED UNDER WHICH
OPTION DURING DATE OF PRICE DURING DURING OPTIONAT  OPTIONS CAN
NAME 010112 THE YEAR GRANT (PENCE THE YEAR THEYEAR EARFAPY BE EXERCISED
David Sleath 8,598 - 190509 1820 - - 8,598 010614~
301114
Justin Read - 4781 300412 188 24 - - 4,781 010615~ E
301115 a
-
1 Between 31 Decernber 2012 and 26 February 2013 there were no changet in these holdings. §
z
No options were exerased by Directors dunng the year and there were therefore o aggregate gains made a
=
The market price of the shares as at 31 December 2012 was 246 6 pence. The hughest and lowest market pnices of erdinary shares dunng the finanaal year )
were 259 2 pence and 198 2 pence g
DEFINED BENEFAT SCHEMES
Dawid Sleath left the SEGRO pension scheme with effect from 17 Apn) 2011 and receives a cash payment in ieu of contnbutions No other Directors
partiapate in the scheme I
INCREASE g
ADDITIONAL N TRANSFER 5
PENSION ACCRUED TRANSFER TRANSFER VALUE LESS g
EARNED IN PENSION VALUE VALUE DIRECTORS’ -
THE YEAR AT311212 AT311211 AT311212  CONTRIBUTIONS -
NAME £PA £PA £ £ £ 8
Dawvid Sleath 3745 75,765 1173,968 1,258,521 84,553 =
=
Trarsfer vatues have been calclated in accordance with the SEGRO Scheme transfer value bags applicable at relevant dates. They do not represent sums payable ta ndhdual Directors. The aaued pension JZ>
enutlernentis the armount of retamed henefit ta which the Exacutive Directors woulkd be entited if they left service at the year end Retainad benefits are payable tromnormal retrement age. Oawd Sleath was not el
member of the Scherme during the year- ihe Indreases shown In the tzble above are due 1o the statutory deferred revaluation 2s perthe Scheme Rules. There was no addtonal pension accrued dunng the year and ne Q

mrease maoTued pension, less hus contributons.

PENSION ENTITLEMENT IN THE EVENT OF SEVERANCE
There are no contractual arrangements that would guarantee a pension with limited or no abatement on severance or early retirement

FEES FOR EXTERNAL NON-EXECUTIVE APPOINTMENTS
Since September 2007, David Sleath has been a ron-executive director at Bunz| plc and duning the year he receved a fee of £73,500 for this role

NON-EXECUTIVE DIRECTORS' FEES

In 2012, the fees patd to the Non-Executive Directors were reviewed by the Board in the absence of the Non-Executive Directors, and that of the Chairman
was reviewed by the Committee The fees payable to Chairmen of the Remuneration and Audit Committees were increased by £3,000 per year on 1 October
2012 to £63,000 per year There was no change to the Chairmans fee

SINIWILVLS TVIDNYNIE

The Charman and Non-Executive Directars do not partiapate m any of the Company s share-based incentive schernes nor do they receive any other benefits
or nghts under the pension schemes The letters of appointment of Non-Executive Directors and service contracts of Executive Directors are avarlable for
inspection at the Company's registered office

FORMER DIRECTORS

Richard Kingstan, a former Director, was a Company nomuinated Trustee of the SEGRO Pension Scheme until 31 October 2012 He received a fee from the
Company of £12,500 (2011 £15,000) lan Sutcliffe, who was a Director until 28 Aprl 2011, received £106,186 in respect of tus payment in lieu of notice for
the penod to 29 February 2012 Ex graba payments to other former Directors and their dependants totalled €56,470 (2011 £56,470)

This report was approved by the Board on 26 February 2013 and signed on its behall by

CHRIS PEACOCK
Charman of the Remuneration Committee
26 February 2013

/
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OTHER STATUTORY
INFORMATION

SHARE CAPITAL
The 1ssued share capital for the year is set out on page 98

There 15 one class of share in 1ssue and there are no restnctions
on the veting nghts attached to these shares or the transfer of
secunties In the Company, and all shares are fully paid

DIVIDENDS

Subject to approval by shareholders at the AGM, a final
dvidend of 99 pence per share will be paid (2011 99 pence)
bnnging the total dvidend for 2012 to 14 8 pence (2011 148
pence} The final dnvidend will be paid as a Property Income
Distnbution The Company operates a Dividend Renvestment
Plan (DRIP), further information on which 1s provided on

page 106

The ex-dnadend date for the final dnvidend wall be 20 March
2013, the record date will be 22 March 2013 and the payment
date will be 26 Apnl 2013

CHANGE OF CONTROL

Contracts and jaint-venture agreements

There are a number of contracts and joint-venture agreements
that could allow the counterparties to terminate or alter

those arrangements tn the event of a change of control of

the Company These arrangements are commerdally
confidential and therr disclosure could be senousty prejudiaal
to the Company

Barrowings and other finanaal instruments

The Group has a number of borrowing faciliies prowded by
vanous lenders These faahties generally include prowvisions
that may require any outstanding borrowings to be repaid
or the alteration or termination of the facilities upon the
occurrendce of a change of control of the Company

Employee share plans

The Company’s share plans contain provistons as a result of
which options and awards may vest or become exercisable on
change of control of the Company, In accardance with the rules
of the plans

DIRECTORS" AUTHORITIES IN RELATION TO SHARES
The Directors’ authonhes in refatson to tssuing, allotting or
buying back shares are govemned by the Company s Articles
of Association and the resolutions passed by sharehelders
atgeneral meeting These documents de not form part of

this report

PROCESS FOR APPOINTMENT/REMOVAL

OF DIRECTORS

The Company 15 governed by its Artidles of Association, the

UK Corporate Govermnance Code, the Cornpanies Act and
related legislation with regards to the appointrrent and removal
of Directors, Directors are appointed by the Board and elected
by shareholders Directors may be removed by the Board or
sharehclders as applicable

ARTICLES OF ASSOCIATION
Shareholders may amend the Company’s Artides of
Association by speaal resolution

OWVERSEAS BRANCHES
The Company has a branch in Pans, France

PAYMENT OF SUPPLIERS

It 15 the Group’s payment policy, in respect of all suppliers, to
settle agreed oulstanding accounts in accordance with terms
and conditions agreed with suppliers when plaang orders, and
suppliers are made aware of these payment conditions. The
Group’s trade credstors, as 2 proportion of amounts invoiced
by suppliers, represented nine days (2011 seven days) The
Directors do not consider that there 1s any one suppler or
person} with whom the Company has a contractual
arrangement that 1s essential to the business

AUDITOR OF THE COMPANY

A resolution to re-appaint Deloitte LLP as auditor of the
Company s to be proposed at the forthcorming Annual
General Meeling

DISCLOSURE OF INFORMATION TO THE AUDITCR

Each of the persons who Is a Director at the date of approval of

this report confirms that

— so far as the Director 1s aware, there 15 no relevant audit
information of which the Company’s auditor 1s unaware,
and

- each Director has taken all the steps that he ought to have
taken as a Director in order to make himself aware of any
refevant audit informanon and to establish that the
Company’s auditor is aware of that information

This confirmation is grven and should be interpreted in
accordance with the provisions of 5418 of the Companies
Act 2006

By order of the Board
ELIZABETH BLEASE
GENERAL COUNSEL AND COMPANY SECRETARY

26 February 2013

SUBSTANTIAL INTERESTS IN THE SHARE CAPITAL OF THE COMPANY
At 26 February 2013 the following major interests (three per cent or more) in the ordinary share capital had been noufied to

the Company
DIRECT INDIRECT AGGREGATE

SHAREHOLDER VOTING RIGHTS VOTING RIGHTS VOTING RIGHTS  PERCENTAGE
APG Algemene Pensioen Groupe NV and its subsidtaries 67,104,853 - 67,104,853 2049%
Blackrock, Inc andits subsidianes - 54,536,976 54,536,972 735%
Third Avenue Management LLC - 38,797,732 38797732 523%
AXAS A and its subsidianes - 29,275 885 29,275,885 395%
Legal & General Group Plc and its subsidiares 22,728,158 3,474,688 26,202,846 353%
The Capital Group Companies, Inc - 24,845,309 24,845,309 335%
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STATEMENT OF
DIRECTORS
RESPONSIBILITIES

The Directors are responsible for prepanng the Annual Report
and the finanaal staterments n accordance with apphcable law
and regulattons

Company law requires the Directors to prepare finanaal
staternents for each finanaal year Under that law the Directors
are required to prepare the Group finanaial stalements 1
accordance with Intemational Finanaial Reporting Standards
(IFRSs) as adopted by the European Union and Articte 4 of the
1AS Regulation and have also chosen to prepare the parent
Company financial statements under iFRSs as adopted by the
EU Under company law the Directors must not approve the  { ¢
accounts unless they are sauisfied that they grve 2 true and far \
view of the state of affairs of the Company and of the profit or
loss of the Company for that period In prepanng these
finanaial statements, International Accounting Standard 1
requires that Directors

~  properly select and apply accounting policies,

~  present informaton, induding accounting policies, In a
manner that prowides relevant, reliable, comparable and
understandable informatton,

—  provide addittonal disclosures when compliance with the
speafic requirements in [FRSs are insufficient to enable
users to understand the impact of particular transactions,
ather events and conditions on the entity’s finanaiat
positon and finanaal perfermance, and

- make an assessment of the Company’s ability to continue
as a going concern

The Directors are responsible for keeping adequate accounting
records that are sufficient to show and explan the Company’s
transactions and disclose with reasonable accuracy at any ime
the finanaal position of the Company and enable them to
ensure that the finanaial staternents comply with the
Companues Act 2006 They are also responsible for
safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud and
other irregularites

The Directors are responsible for the maintenance and integnity
of the corporate and finanaal mformation included on the
Company's website Legislation in the United Kingdom
governing the preparation and dissernination of financial
statements may differ from legislation in other Junischictions

B

RESPONSIBILITY STATEMENT

We confirm that to the best of our knowledge

—  the finanaal statements, prepared in accordance with
Internationa! Financial Reporting Standards, give a true
and fair view of the assets, habilities, finanaal position and
profit or loss of the Company and the undertakings
induded in the consohdation taken as a whole, and

~ the management report, which 1s incorporated into the
Directors’ Report, indudes a fair review of the
development and performance of the business and the
postion of the Company and the undertakings induded
1 the consolidation taken as a whole, together with
descnption of the prnapal risks and uncertainties that

they face
By order of the Board
DAVID SLEATH JUSTIN READ
CHIEF EXECUTIVE GROUP AINANCE DIRECTOR
26 February 2013 6 February 2013
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF SEGRO PLC

We have audited the financial statements of SEGRO plc for

the year ended 31 December 2012 which compnse the Group
Income Staternent, the Group Statement of Comprehensive
Income, the Group and Parent Company Balance Sheets, the
Group and Parent Company Statements of Changes in Equity,
the Group and Parent Company Cash Flow Statements and
the related notes 1 to 32 The financia! reporting framework
that has been applied in their preparation 15 applicable law and
Internabonal Financial Reporting Standards (IFRSs) as adopted
by the European Uruon and, as regards the Parert Company
finanaal statements as apphed in accordance with the
provisions of the Comparves Act 2006

This report is made solely to the Company’s members, as a
body, In accerdance with Chapter 3 of Part 16 of the Comparies
Act 2006 Our audit work has been undertaken so that we
might state to the Company’s members those matters we are
required to state to them in an auditor’s report and for na ather
purpose To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the
Company and the Company's members as a body, for our audit
work, for this report, or for the opmions we have formed

RESPECTIVE RESPONSIBILITIES OF DIRECTORS

AND AUDITCR

As explained more fully in the Directors’ Responsibilities
Staternent, the directors are responsible for the preparation of
the finanaal statements and for being satisfied that they give a
true and fair view Qur responsibility s to audit and express an
opinion on the financial statements in accordance with
apphicable law and Intesnational Standards on Auditing (UK
and Ireland) Those standards require us to comply with the
Auditng Practices Board s Ethical Standards for Auditors

SCOPE OF THE AUDIT OF THE FINANCIAL
STATEMENTS

An audit involves obtaining evidence about the amounts

and disclosures i the finanoal statements sufficent to give
reasonable assurance that the finanoal statements are free
fram materal misstaternent, whether caused by fraud or error
This includes an assessment of whether the accounting
policies are appropnate to the Group s and the Parent
Company s circumstances and have been consistently apptied
and adequately disdosed, the reasonableness of significant
acoounting eshmates made by the directors, and the overall
presentation of the financial statements In addibon, we read
all the financiat and non-finanaial information in the annual
report to identify matenal inconsistencies with the audited
financial statements | we become aware of any apparent
matenial misstaternents or Inconsistencies we consider the
implications for our report

OPINION ON FINANCIAL STATEMENTS

In our opiNion

- the financral statements give a true and fair view of the
state of the Group s and of the Parent Company’s affairs
as at 31 December 2012 and of the Graup's loss for the
year then ended,

- the Group financial statements have been properly
prepared in accordance with IFRSs as adopted by the
European Union,

- the Parent Company finanaal statements have been
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properly prepared i accordance with IFRSs as adopted
by the European Union and as applied in accordance
with the prowisions of the Companies Act 2006, and

—  thefinanoal statements have been prepared in

accordance with the requiremenis of the Companies
Act 2006 and, as regards the Group finanaal statements,
Artide 4 of the |AS Regulation

OPINION ON OTHER MATTERS PRESCRIBED BY THE
COMPANIES ACT 2006
Inouropinicn

—  the part of the Directors’ Remuneration Report to be
audited has been property prepared in accordance with
the Compantes Act 2006, and

— theinformation given in the Directors’ Report for the
financial year for which the finanaal statements are
prepared is consistent with the financial statements

MATTERS ON WHICH WE ARE REQUIRED TO REPORT
BY EXCEPTION
We have nothing to report in respect of the following

Under the Companies Act 2006 we are required to report to

you if, in our opinion

- adequate accounting records have not been keptby the
Parent Company, or returns adequate for our audithave
not been received from branches not visited by us, or

- the Parent Company financial statements and the part of
the Directors’ Remuneration Report to be audited are not
in agreement with the accounting records and returns, or

—  certain disclosures of directors’ remuneration speafied by
law are not made, or

—  we have not received all the information and explanations
we require for our audit

Under the Listing Rules we are required to review

—  thedirectors statement contained within the Financial
Review in refation to going concern,

- the part of the Corporate Gavernance Statementrelating
to the Company’s compliznce with the nine provisions
of the UK Corporate Gavernance Code specified far our
review the June 2008 Cambined Code specified for our
review, and

—  certain elements of the report to shareholders by the

oard on directors’ remuneratio;

CLAIRE FAULKNER

(Senior Statutory Auditor)

For and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
London, UK

26 February 2013




GROUP INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2012
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2012 201
NOTES £m £m
REVENUE 4 3710 4001
Gross rental income 4 305 4 3261
Property operating expenses 5 {506 (549
NET RENTAL INCOME 2548 2712
Jont venture management fee income 4 74 59
Administration expenses 6 279 (321)
Share of profit from joint ventures after tax 7 27 266
Realised and unrealised property loss 8 (3400) 2n 4
Gain on sale of investrnent i [oInt ventures 02 —
Other investment income 9 24 24
Amounts written off on acquisitions i0 06 02
OPERATING {LOSSYPROHT 101 0) 24
Finance income 1 661 1153
Finance costs 1 (167 3) 713
LOSS BEFORE TAX 202 2) (53 6)
Tax 12 49 230
LOSS AFTER TAX (197 3) (30 6)
Attnbutable to equity shareholders 1973) (304)
Attnbutable to non-controling interests - 02
1973 306
EARNINGS PER SHARE
Basic and diluted loss per share 14 {26 6) “1p
GROUP STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2012
2012 20m
MNOTES £m £m
Loss for the year 973 (306
OTHER COMPREHENSIVE INCOME
Foreign exchange movement ansing on transfation of international operattons 122 10 6)
Valuation defiat on owner occupied properties 8 08 o4
Actuanal loss on defined benefit pension schemes 22 “49 8 4)
Increase in value of available-for-saie investments - 14
Fair value movements on derivatives in effective hedge relationships 40 47
Tax on components of other comprehensive income - =
OTHER COMPREHENSIVE LOSS BEFORE TRANSFERS (139 a3
Transfer to Income statement on sale of available-for-sale investments ao 21
Transfer to Income statement on close out of effective hedge relationships - 27
TOTAL COMPREHENSIVE LOSS FOR THE YEAR (212 2) (43 3)
Attnbutable to equity shareholders (212 2} 431)
Attnbutable to non-contrelling interests - [(s)d]
TOTAL COMPREHENSIVE LOSS FOR THE YEAR (212 2) 433
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BALANCE SHEETS
AS AT 31 DECEMBER 2012

GROUP COMPANY
2012 20 2012 201
NOTES £m £m £m £m
ASSETS
NON-CURRENT ASSETS
Goodwill and other intangibles 40 15 - -
Investment properties 15 37957 4,3166 - =
Owner occupied properties 43 65 - -
Plant and equipment 29 58 14 18
Investrnents in substdianes 7 - - 49092 52512
Investments in joint ventures 7 3426 2988 - -
Finance lease receivables 16 g1 82 - -
Avallable-for-sale investments 17 155 1813 - ~
Trade and other receivables 18 1462 1148 1459 1145
43193 4,7705 5,056 5 5.3675
CURRENT ASSETS
Trading properties 15 1933 2614 - -
Trade and other recervables i8 1182 1406 66 524
Cash and cash equivalents 20 166 212 50 09
3281 4232 116 533
TOTAL ASSETS 46474 51937 5,0681 54208
LIABILITIES
NON-CURRENT LIABILITIES
Borrowings 20 2,0521 2,296%9 2,0287 2,244 4
Deferred tax provision 12 233 252 - -
Provisions ns3 m 85 71
Trade and other payables 19 456 294 9740 9320
21323 2,3626 3onmz 3,835
CURRENT LIABILITIES
Trade and other payables 19 2190 2238 482 368
Borrowings 20 548 277 521 18
Tax iiabilties 47 219 36 49
2785 2734 1039 535
TOTAL LIABILITIES 2,4108 2,6360 3,1151 3,2370
NET ASSETS 2,236 6 2,5577 19530 2,183 8
EQuITyY
Share capital 23 742 742 742 742
Share premium 24 1,0699 1,0695 1,0699 1,069 5
Capital redemption reserve 139 1139 1139 1139
Own shares held 25 (73) (102 73 (10 2}
Revaluation reserve 26) (1)) - -
Other reserves 1733 1892 2182 2185
Retained eamings 8136 1,1195 4841 7179
TOTAL SHAREHOLDERS' EQUITY 2,2350 2,5555 1,953 0 21838
Non-controlling interests 16 22 - -
TOTAL EQUITY 2,2366 2,5577 19530 21838
NET ASSETS PER ORDINARY SHARE
Basicand diluted 302p 345p

The finangal statements of SEGRO ple (registered number 167591) on pages 69 to 103 were approved by the Board of Directors and authorised for issue

on 26 February 2013 and signed on its behalf b

DJR Sleath JR Rea
Directors
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STATEMENTS OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2012

MIIAYIAO

BALANCE [TEMS TAKEN BALANCE 31
1JANUARY EXCHANGE RETAINED DIRECTLYTO SHARES DECEMBER
2012 MOVEMENT LOSS  RESERVES ISSUED QTHER DIVIDENDS TRANSFERS 2012
GROUP £m £m £m £m £m £m £m £m
Ordinary share capital 742 - - - - - - - 742
Share premium 1,069 5 - —- - 04 - - - 10699
Capital redemption reserve 1139 - - - - - - - 1139
Own shares held 10 2) - - - - 07 - 36 (73)
Revaluation reserve 08 - - [1]:)] - - - (12) (2 6)
Other reserves
Share based
payments reserve 44 - - - - 17 - a0 51
Fair value reserve for AFS' 55 - - - - a0 - - 45
Translation and
other reserves 102 122 - 40 - - - 74 54)
Merger reserve 1691 - - - - - - - 1691
Total other reserves 1892 12 2) - 40 - 07 - 84 1733
Retained earmings 1,195 - (1973) 49 - - 1097 60 8136
Total equity attnbutable to
equity shareholders 2,5555 1z2 (197 3) an 04 - o9 - 2,2350
Non-controlling interests 22 —- - - - (06 - - 16
TOTALEQUITY 2,5577 122) {197 3} an 04 {D6) {109 7) - 2,236 6
FOR THE YEAR ENDED 31 DECEMBER 2011
BALANCE [TEMS TAKEN BALANCE 31
1JANUARY EXCHANGE  RETAINED DIRECTLY TO SHARES DECEMBER
201 MOVEMENT LOSS  RESERVES ISSUED OTHER DIVIDENDS TRANSFERS 2011
GROUP £m £m £m £m £m £m £m £m £m
Ordinary share capital 742 - - - - - - - 742
Share premium 1,069 5 - - - - - - - 1,069 5
Capital redemption reserve 1139 - - - - - - - 139
Own shares held 013 3) - - - - 31 - - 102}
Revaluation reserve 02 - — 0 4) - - - o4 [( X))
Other reserves
Share based
payments reserve 62 - - - - 18) - - 44
Fair value reserve for AFS' 62 - - 14 - @n - - 55
Transtation and
other reserves 134 106 - 47 - 27 - - 102
Merger reserve 1691 - - - - - - - 1691
Total other reserves 1949 (106 - 61 - 12} - - 189 2
Retained earmings 1,2709 - (30 4) 84 - 56) (107 4} 04 INg3
Total equity attnbutable to
equity shareholders 27103 a0 6 (30 4) 27 - 37 (107 4} - 2,555 5
Non-controlling interests (13} - 02 - - 37 - - 22
Total equity 2,7090 10 6) (306 2n - - (107 4) - 2,5577

1 AFS s the term used for Available-for saleinvestments and 1s shown net of deferred tax
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STATEMENTS OF CHANGES IN EQUITY CONTINUED

FOR THE YEAR ENDED 31 DECEMBER 2012

BALANCE ITEMS TAKEN BALANCE
1 JANUARY RETAINED DIRECTLY TO SHARES 31 DECEMBER
2012 LOSS RESERVES 1SSUED OTHER DIVIDENDS TRANSFERS 202
COMPANY £m £m £m £m £m £m £m £m
Ordinary share capital 742 - - - - - - 742
Share premium 1,069 5 - - 04 - - - 1,0699
Capital redemnption reserve 139 - - - - - - 1139
Own shares held 102 - - - on - 36 (73)
Other reserves
Share based payments reserve 20 - - - 06 - o9 17
Translation and other reserves 474 - - - - - - 474
Merger reserve 1691 - — - - - - 1691
Total other reserves 2185 - - - 06 - o9 2182
Retained eamings 7179 116 &) 48) - - (109 7) @27 4841
TOTAL EQUITY ATTRIBUTASLE
TO EQUITY SHAREHOLDERS 21838 (116 &) (48) 04 1 {1097) - 19530
FOR THE YEAR ENDED 31 DECEMBER 2011
BALANCE ITEMS TAKEN BALANCE
1 JANUARY RETAINED DIRECTLYTO SHARES 31 DECEMBER
201 LOSS RESERVES ISSUED OTHER  DIVIDENDS  TRANSFERS 201
COMPANY £m £€m £m £m £m fm £m £m
Ordinary share capital 742 - - - - - - 742
Share prermium 1,0695 - - - - - - 1,0695
Capital redemption reserve 139 - - - - - - 139
Own shares held 133 - - = 31 - - {10 2)
Other reserves
Share based payments reserve 29 - - - [{e )] - - 20
Translatton and other reserves 476 - - - 02 - - 474
Merger reserve 1691 - - - - - - 1691
Total other reserves 2196 - - - a1 - - 218 5
Retained earmings 1,1867 (354 8) 55 - (13) (107 ) - 779
Total equity attnbutable
o equity shareholders 26506 (354 6) [EY - 07 (107 4) - 21838
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Q
CASH FLOW STATEMENTS 3
=
FOR THE YEAR ENDED 31 DECEMBER 2012 g
GROUP COMPANY
2012 0n 2012 201
NOTES £m £m £m £m -
CASH FLOWS FROM OPERATING ACTIVITIES 300 2051 2390 9N 69 E
Interest receved 493 506 1524 184 5 e
Dividends received 187 104 1442 2581 2
Interest paid (153 2> az7e 1137) 1637 %
Tax paid az8) @9 ©6 - =
NET CASH RECEIVED FROM OPERATING ACTIVITIES 1071 1242 1814 2720 rSn
=
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase and development of investment properties 2779) (1871) - = —
Sale of iInvestment properties 4901 799 - - 8
Purchase of plant and equipment and intangibles 30) 19 07 = g
Purchase of available-for-sale investments - 16 - - £
Sale of available-for-sale investments 35 18 - 32 -
Additional net investment in subsidiary undertakings - - us27 (3651 8
Loan advances repaid by subsidiary undertakings - - 2162 705 E
Sale of tnvestment in joint ventures 41 - - - £
Investment in joInt ventures (50 6) (156) - (156) {Z,
Net (increase)/decrease in loans to (oint ventures a2 on - 140 _m_
Purchase of non-controlling interests {0 6} o4 - -
NET CASH RECEIVED FROMAUSED IN) INVESTING ACTIVITIES 1644 152 628 (293 0) -
Z
CASH FLOWS FROM FINANCING ACTIVITIES a
Dividends paid to ordinary shareholders 1097} 1074) 1097) 1074} i
Repayment of bonds 12 6) - 126 - g
Net (decrease)increase in other borrowings 90 4) 783 (587) 1301 Z
Net costs to close out debt (14 8) - (148 - =z
Net settlement of foreign exchange denvatives 560 81 560 81 &
Proceeds from the issue of ordinary shares 04 - 04 -
Purchase of ordinary shares 07) - 07 -
NET CASH (USED INYRECEIVED FROM FINANCING ACTIVITIES 271 8) 372 (2401) 146
NET (DECREASE)INCREASE IN CASH AND CASH EQUIVALENTS (Ve }] (282 41 64
Cash and cash equivalents at the beginning of the year 160 446 09 73
Effect of foreign exchange rate changes {03) 04 - -
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 154 160 50 09
Cash and cash equivalents per balance sheet 16 6 212 50 09
Bank overdrafts a2 52 - -
CASH AND CASH EQUIVALENTS PER CASH FLOW 154 160 50 09
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

T SIGNIFICANT ACCOUNTING POLICIES

BASIS OF pRrep
I Stalﬁfﬁ?ﬂﬁie been prepared in accordance with EU Endorsed Intemational Financial Reporting Standards (FRS), IFRIC Interpretations, 2nd

he financia ted
the Companies Act 2006 applicable to companies reparting under IFRS The finanaal statements have also been prepared in accordance with IFRS adop

lso

by the Eurapean Umon and therefore the Group s financial statements comply with Article 4 of the EU IAS Regulations Itaddition, the Group has

followed best Practice recommendations wsued by the European Public Real Estate Assooation (EPRA) as appropnate

The financial statements have been prepared on a gong concem basis This 1s discussed in the Financial Review on page 38 )
tan

The Directors have taken advantage of the exemption offered by Secton 408 of the Companies Act 2006 notto Pre;i;“ a;iiﬁiimﬁgi f:";t:::;:: by the

statement of comprehensive incare for the Company The finanaal statements have been prepared under the histo, Thc fnanaal statements are

revaluation of properbes, avalable-for-sale investments and certain financal assets and liabilties induding denvatives These

Presented 1n sterling since that 1s the currency in which the majenty of the Group's transactions are denoftunated

y asonable,
omgement Delieves that the judgements, estmates and sssodated assump“umons made medprzpiﬁlmzli\lr:eﬁ;alzx:: iﬁfﬂ:’;ﬁ;ﬂﬁaﬁ; statements
0 sclo
WEVer actual results may differ from these estimales Cntical judgements, where made, are di s applied by the Group's property

NWhich such ud | estimate and assumption redates to the property valuatio

ements have been apphed The cntical estim W he
valuers Other IUdggements and sourcef of estimalian relate to provisioning, accounting for significant Iransactions, ﬁnaraalihlnst;u::;r:ltnvamlllgnrsl :tes o,
actuanal assumphions used in calculating the Group's retirement benefit abligations These are descnbed in more detal in the acc q
9 the applicable note to the financial statements

cton
In the CUTFent year, the following new and revised Standards and Interpretations have been adopted by the Group, none of which had a matenal impa

the current or
prioryear repofted results
- endments to {FRS 7, Financial instruments Disdosures - {Oct 2010) Disclosures - Translers of Financial Assets, and

Amendments 1o 1AS 12, Income Taxes — (Dec 2010} Deferred Tax Recovery of Underlying Assets

Al the date of uthonsation of these finanaiab statements, the following Standards and Interpretations which have not been applied i these financial
statements were i ssue but ot yet effective (and i some cases had not yet been adopted by the EU)

~ IFRS 9 Financial Instruments,

= IFRS 10 Consoirdated Financial Statements,

= IFRS 1t joint Arrangements,

= IFRS 12 Dyscinsure of Interests in Other Entities,

IFRS 13 Fair value Measurement,

“ 1AS19 trevised June 2010 Employee Benefits,

T JAS 27 trevised May 2011) Separate Financial Staternents,

T IAS 28 (reviseg May 2011} Investments iz Associates and Joint Ventures,

= ::RIC 20 Strpping Costs in the Production Phase of a SUI'f)EEE l':‘hne,

- nnualy 1 IFRSs (2009 ~ 2011} Cycle,

- Amendl’:;l:;:\;zT&??%’iﬁ&eﬂéﬂpnon of [FRS5 — (March 2012} Gavemment Loans, (December 2010} First-time Adoption of IFRSs after a penod

Of Severe Hypennflation and Remeval of Fixed Dates for First-ime Adopters,
- A”"endmeny;‘s)fo 1AS 1 Presentation of Financial Statements — Uune 2011) Presentation of Items of Other Comprehensive Income,

Amendmens to IAS 32 and IFRS 7 Financial Instruments Disclosures - (December 20113 Offsetting Financial Assetss ;;‘? ﬁ']sa:;lﬂ;‘azbgl;ﬁsé:;:rate
Amendmens to IFRS 10 Consoiidated Financial Statements, IFRS 12 Disclosure of Interests in Other Entities and JA rev. 4

Financial Starements - (October 2012) Investment Entities.
mn future
The Directors dg not expect that the adoption of the Standards listed above will have a sigmificant impact on the finandial statemerits of the Group 1

PENOds, except as follows

- der IAS 19
The interest cost and expected retum on scheme assets used in the previos version of IAS 19 are being replaced with a net-interest amount under
revised fune 2011), which 1s caltulated by applying a discount rate to the net defined benefit hiability or asset

IFRS 9wy Iikely impact both the measurement and disclosures of finanaal instruments

he
Bevond the wformation above, it 15 not practicable 10 provide a reasonable estimate of the effect of these new arl\d :{rjnended Standards (indluding ¢
Potennal effect of the amendment ta IAS 28 and introduction of IFRS 11) unil 2 detatled review has been complet

BASIS OF co
NSOLIDATION et assets
< consolidated ﬁCn)anm‘ statements comprise the financial statements of the Company and the Group, plus the Group s share of the results and n

ture1s a
of the ot ventures The Campany halds investrments in subsidianes and joint ventures at cost less accumulated |mr)]:agnent lo:::z ﬁ:t‘:;r:c\c,::ntmg for such
COMtracy Ynder which the Group and other parties underiake an activity Or invest 1n an entity, under joink control The Group u q

ENtites, ¢ Irying its nvestment at cost plus the movement in the Group's share of net assets after acquisitian, less Impairment
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BUSINESS COMBINATIONS

The acquisition of subsidianes 1s accounted for using the acquisition method The cost of the acquisition 5 measured at the aggregate of the fair values of
assets given, hiabilities incurred or assumed, and equity mstruments issued by the Graup i exchange for control of the acquiree Acquisition related costs are
recogrused in the income statement as incurred The acquiree’s identifiable assets, habiities and cantingent labilines that meet the tonditions for recogrnition
under IFRS 3 are recagnised at thetr fair value at the acquisition date, excepl for non-current assets {or disposal groups) that are dassified as held for sale in
accordance with IFRS 5 Non Current Assets Held for Sale and Discontinued Operations, which are recognised and measured at fair value less costs 1o sell

Goodwill ansing on acquisition is recognised as an asset measured at cost, being the excess of the cast of the business combination over the Group’s interest
i the net fair value of the identifiable assets, habibties and contingent habilties recognised If, after reassessment, the Group's interest in the net fair value of
the acquiree’s idenufiable assets, iabilities and contingent abiities exceeds the cost of the business combination, the excess 15 recogmised immediately in the
INcome statement

The interest of nen-controiling interest sharehalders in the acquiree 1S initrally measured at their proportion of the net farvalue of the assets, liabilines and
contingent liabilities recogrused

FOREIGN CURRENCY TRANSACTIONS
Foreign currency transachons are translated into sterling at the exchange rates ruling on the transaction date Foreign exchange gains and losses resulting

from settling these, or from retranslating menetary assets and liabilties held in foreign currencies, are booked in the Group income statement. The
exception 15 for foreign currency 1oans and dervatives that hedge investments in fareign subsicharies, where exchange differences are booked in equity

until the investment 1s realised

CONSOLIDATION OF FOREIGN ENTITIES
Assets and habilitics of foretgn enlibies are translated into sterling at exchange rates ruling at the balance sheet date Therrincome, expenses and cash flows

are translated at the average rate for the period or at spot rate for significant items Resultant exchange differences are booked In reserves and recognised 1N
the \ncome statement when the operation is sald

The prncipai exchange rates used to translate foreign currency denaminated amounts i 2012 are
Balance sheet £1 = €1 23 (31 December 2011 £1=€1 20)
Income staiement £1 =€123 (2011 £1 =€115)

INVESTMENT PROPERTIES
These properties include completed properties that are generating rent or are avallable for rent and development properties thatare under development or

available for development. Investment properties compnse freehold and leasehold properties and are first measured at cost tincluding transaction costs),
then revalued to market value at each reporting date by professional valuers Leasehold properties are shown gross of he leasehold payables twhich are
accounted for as finance lease obligations) Valuation gains and losses in a penod are taken to the ncome statement As the Group uses the fair value model
as per {AS 40 investment Properties’, no depreciation 1s provided

TRADING PROPERTIES
These are properties being developed for sale or being held for sale after development 1s complete, and are shown at the lower of cost and net realisable

value Cost includes direct expenditure and capitalised interest

Trading properties are transferred to investment properues when there 15 a change in use evidenced by the commencement of an operating lease o another

Party, together with the intention to hold the property ta generate rent, or for capital appreciation, or for both

PROPERTY ACQUISITIONS AND DISPOSALS
Properues are treated as acquired at the point when the Group assurnes the significant fisks and rewards of ownershipand as dispesed when these are

transferred to the buyer Generally this would occur on completion of contract

LEASES
Leases where substantally all of the risks and rewards of ownership are transferved to the lessee are classified as finance leases All others are deemed
Operating leases Linder operating leases, properties leased to tenants are accounted for as mvestment properties In cases where only the buildings part

of aproperty lease qualifies as a finance lease, the land 1s shown as an investment property

REVENUE
Revenue includes gross rental nceme, joint venture management fee income, ncome from service charges and proceeds from the sale of trading

Properties Joint venture management fee income 1s recognised as income when eamed

RENTAL INCOME

Rental income from properbes let as operating leases are recogrised on & straight-ine basis over the lease term Lease incentives and initial costs to arrange
leases are capitalised, then amortised on a straight-hne basis over the lease term {rent averaging’) For properties let as finance [eases, mMinIMum lease
receipts’ are apportioned between finance income and prinapal repayment, but receipts that were not fixed at lease Inception (e g rent review nses), are
recogrused as income when eamed Surrender premiums received in the penod are inciuded tn rental ncome
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2012

1 SIGNIFICANT ACCOUNTING POLICIES CONTINUED

_?_ERVICE CHARGES AND OTHER RECOVERIES FROM TENANTS

b ese Include income in relation to service charges, directly recoverable expenditure an
¥ reference to the state of completion of the relevant services provided at the Feporting

operating expenses

d management fees Revenue from services is recagnised
date Service charge income Is netted against property

FINANCIAL INSTRUMENTS

Borrowings

B°'T0wmgs are recogmised mnally at fair value less attnbutable transaction costs

‘g’irh any difference between the amount initrally recegrused and the redemption va
0rrowings, using the effective interest rate method

S"amss berrowing costs relating to direct expenditure on properties under development orundergoing major refurbishment are capitalised The interest
orm talised 1s calculated using the Group's weighted average cost of borrowing for the relevant curency Interest s capitalised as from the commencement
the development work until the date of practical completion The capitalisation of finance costs © suspended if there are prolonged penods when

development actmty is interrupted

Subsequent to iniial recognition, berrowings are stated at amortised cost
lue betng recogrised 1n the Income statement over the pened of the

_?:rwar.we financial Instruments
e Group uses dervatives {principally interest rate swaps, currency swaps and forward foreign exchange contracts) m managing Interest rate nskand

:Zurrency nsk, and does not use them for trading They are recorded, and subsequently revalued, at fair vaiue, with revafustion gainis ot losses being
Mmediately taken to the income statement The exception ts for dervatives qualifying as hedges, when the treatment of the gainfloss depends upon the
ttern being hedged

Denvatives with a matunty of less than twelve months or that expect to be settled withun twelve months of the balance sheet date are presented as current
assets or liabiies Other denvatives are presented as non-current assets or liabilities

?‘ade and other recetvables and payables
tade and ather receivables are booked at fair value An Impairment provision 1s created where there 15 abjective evidence that the Group will not be able to

collectin full Trade and ather payables are stated at cost, since cost s a reasonable approximation of farr value

Available-for-sale (AFS) investments

AFS investments are initially measured at cost, and then revalued to fair vafue
evidence where publicly traded Gains and losses ansing from valuation are ta
{f there 15 objective evidence that the asset s impaired, any cumutative lass recogrt
statement within other nvestmentincome

};ENSIONS — DEFINED BENEAT SCHEMES
he schemes’ assets are measured at far value, their obligations are calculated at discounted present value, and any netsurplus or defiat 1s recognised i the

balance sheet Operating and financing costs are charged to the income statement, with service costs spread systernaucally over employees’ working fives,
and finanang costs expensed in the penod 0 which they anse Actuanial gans and lasses are recogmsed in the statement of comprehensive Income Where
the actuanal valuatian of the scheme demanstrates that the scheme 1s 1 surplus, the recogrusable asset 1s limited to that for which the Group can benefit m
the future Professional actuanes are used in relation to defined benefit schemes and the assumptions made are outlined in note 22

based on quarterly reports received from the fund manager, or other market
ken Lo equity, and then recycled through the Income statement on realisation
sed in equity 1s removed from equity and recognised in the iIncome

SHARE-BASED PAYMENTS

The cost of granting share options and other share-based remuneration is recogrnised in
expensed straight-ine aver the vesting period, based on esmates of the shares or optio
nan-market based performance conditions will not be met

the mcome statement at theu fair vatue at grant date They are
ns that will eventually vest ‘Charges are reversed if It appears that

INCOME TAX

Inceme tax on the profit for the year comprises current and deferred tax Ci
adjustment in respect of previous years Deferred tax s provided i full usin
Carrying amounts of assets and habilities for financial reporting purposes an
rates that have been enacted or substantively enacted by the reparting date an
cognition of assets or liabilihes, other than abusiness combination, that affect
bsidianes to the extent that they will not reverse in the foreseeable future.

urrent tax 1s the tax payable on the taxable income for the year and any

g the balance sheet liability method on temporary differences between the

d the amounts used for taxation purposes Deferred tax is deterrmined usmg tax
d are expected to apply when the assetis realised of the liability 1s settled

Mo provision 1s made for temporary differences (2 ansing on the initial re
Neither accountng nor taxable profii and () relating to INvestments (n su

Dyeferred tax assels are recognised to the extent that it 1s probable that suitable taxable profits wil be available agamnstwhich deductible temporary
dhfferences can be ublised
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2 EPRA PROFIT 2012 2011
o £m £m
Gross rental iIncome 3054 3261
Property operating expenses (506 (549
NET RENTAL INCOME 2548 2712
Jont venture management fee income 74 59
Administration expenses 279 (21
Share of joint ventures’ EPRA profit after tax 202 166
EPRA OPERATING PROFIT BEFORE INTEREST AND TAX 545 2616
EPRA net finance costs (109 6) 1231
EPRA PROFIT BEFORE TAX 1449 1385
ADJUSTMENTS
Adjustments to the share of profit from joint ventures after tax’ (175 100
{LossVprofit on sale of nvestment properties {28 9) 52
Valuation deficit on investment and owner occupied properties (284 9) 2727
ULoss)profit on sale of trading properties ae 52
Increase in provision for Impairment of trading properties 249 Al
Gamn on sale of nvestment in jont ventures 0z =
Other investment Income 24 24
Amounts wrtten off on acquisitions () w2
Loss on early close out of bonds {16 8) -
Gain on early close out of bank debt 23 -
Net fay value gain on mterest rate swaps and other denvatives 229 671
TOTAL ADJUSTMENTS Ga7N (1921)
LOSS BEFORE TAX (202 2) (53 6}
TAX
On EPRA prafits a9 zn
In respect of adjustments 68 251
49 230
LOSS AFTER TAX
EPRA profit after tax 1430 1364
Ad|ustments (340 3) (1670)
LOSS AFTERTAX 1973 (208

1 A detaded breakdown of the adjustments to the share af profit from jont ventures 1s Inchuded i note 7

The ad|ustments outhned above anse from adopting the Best Practices Recommendations o

f European Public Real Estate Association (EPRA) The EPRA

profit measyres highlight the underlying recurnng performance of the property rental business, which 1s our core operational actmity and also provide a

<onsistent basis to enable a companson between European praperty companies

WwWW s€gro com 077

MIIAYINO

FEDNVNHEAOE) IIVHO4HOD “ MIIATH IDNYWHOIHI “

SINAWILYLS TFIDONYNN




NOTES TO THE FINANCIAL STATEMENTS CONTINUED

FOR THE YEAR ENDED 31 DECEMBER 2012

3 SEGMENTAL ANALYSIS

The Group’s reportable segments are the geographical business units, Greater London, Thames Valley and Nationa! Logistics, Germany and Northem
Europe, France and Southem Europe and Poland and Central Europe, which are managed and reported to the Board as separate distinct business units

On 30 June 2012, the reportable segments changed from the previous penods, where we reported gecgraphical segments of the United Kingdom and
Contnental Europe The new reportable segments reflect changes made in our management structure and internal reporting following our strategic review
and pnor pencd comparatives have been re-presented accordingly

TOTAL
SHARE OF DIRECTLY
GROSS JOINT QOWNED INVESTMENTS
RENTAL NETRENTAL  VENTURES EPRA PROFERTY IN JOINT CAPITAL
INCOME INCOME EPRA PROFIT PBIT ASSETS VENTURES EXPENDITURE
31 DECEMBER 2012 £m £m £m £m £m £m £m
Greater London 777 668 147 883 1,1595 2613 71
Thames Valley and National Logistics 1101 952 48 1001 1,3050 628 405
Germany and Northern Europe 535 413 07 19 5645 185 303
France and Southern Europe 405 359 - 345 5742 - 170 4
Poland and Central Europe 236 207 - 198 3901 - 479
Other - (71) - (301) - - 33
TOTAL 3054 2548 202 2545 3,9933 3426 2995
TOTAL
SHARE OF DIRECTLY
GROSS JOINT OWNED INVESTMENTS
RENTAL  NETRENTAL VENTURES EPRA PROPERTY INJOINT CAPITAL
INCOME INCOME EPRAPROFIT PBIT ASSETS VENTURES  EXPENDITURE
31 DECEMBER 2011 £m £m £m £m £m £m £m
Greater London 811 677 158 893 12408 2754 210
Thames Valley and National Logistics 1297 1129 - 1122 1.8024 - 610
Germany and Northern Eurcpe 553 458 08 434 7148 230 394
France and Southern Europe 386 338 - 324 4711 04 376
Poland and Central Europe 214 183 - 172 3554 - 320
Other! - r3) - (329) - - 32
Total 3261 2712 166 2616 4,5845 2988 1942

1 Ctherincludes the corporata centre 35 wall as costs relatng to the operational business which are not specifically allocated ta a geographicat business unit.

Revenues from the imost significant countnes within the Group were UK £212 1 million (2011 £238 4 million), Germany £54 3 millon (2011 £471 mithon),
France £45 1 million (2011 £55 7 million} and Poland £27 8 million (2011 £24 6 million)

4 REVENUE 2012 201
£m £m

Rental income from investment properties 2809 2980
Rental ncome from trading properties 138 179
Rent averaging 88 66
Surrender premiurms 14 30
Interest recerved on finance lease assets 05 06
GROSS RENTALINCOME 3054 3261
Joint venture management fee income — property management fees 41 35
— performance and other fees 33 24

Service charge iIncome 372 371
Proceeds from sale of trading properties 210 310
3710 4001

TOTAL REVENUE
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5. PROPERTY OPERATING EXPENSES 2012 2011
£m £m
Vacant property costs 137 152
Letting, marketing, legal and professional fees 89 106
Bad debt expense 17 16
Other expenses, net of service charge ncome 112 107
PROPERTY MANAGEMENT EXPENSES 355 381
Property administration expenses' 177 185
Costs capitalised? 2 6} 7
TOTAL PROPERTY OPERATING EXPENSES 506 549

1 Property administration expenses predormunantly relate (o the employee statf costs of personnel directly irvolved In managing the property portfolio.
2 Costs capitalised relate to Internal employee stat! costs dinectly involved i developing the property portiolia

6 ADMINISTRATION EXPENSES

60) — Tota! administration expenses 2012 201

£m £m
Directors’ remuneration 26 32
Depreaation 30 30
Other administration expenses 223 259
TOTAL ADMINISTRATION EXPENSES 279 321

The full 2012 depreciation charge, Including amounts charged under other headings, 1s £3 2 million (2011 £3 5 million), and relates to assets owned by the
Group Other administration expenses indude the cost of services of the Group’s auditor, as descnbed below

6(1) — Fees in relation to services provided by the Group’s auditor 2012 201
£m £m
AUDIT SERVICES
Parent company 04 04
Subsidiary undertakings 02 03
TOTAL AUDIT FEES 06 07
Audit related assurance services 01 01
AUDIT AND AUDITED RELATED ASSURANCE SERVICES 07 o8
OTHER FEES
Taxation — compliance services 01 01
Taxation — advisory services - 02
Other' 01 01
TOTAL OTHER FEES 02 04
TOTAL FEES IN RELATION TO AUDIT AND OTHER SERVICES a9 12

1 Other services prinapally relats to those eamed by Drivers Jonas Deloitie (now Deloitte Real Estate), the largest indrvidual compenent (£20 000) related ta planmirg advice In respect of Park
Royal properties

In addition to the above, an audit fee of £45,000, together with other fees tofalling £41,000, were due to the Group’s auditor In respect of the Awrport
Property Partnerstup {APP) joint venture for the year ended 31 December 2012 (£45,000 audit fee and £76,000 other fees for the year ended 31 December
2011} Also, an audit fee of £25,000 was due to the Group’s auditor in respect of the Heathrow Big Box Industnal and Distnbution Fund jont venture for

the year ended 31 December 2012 (2011 £25,000) and £36,000 (2011 £46,000) was due to the Group's auditor in respect of the audit of the Logistics
Property Partnership joint venture for the year ended 31 December 2012

WWW $egro com 079

MIAIAIAD

n MIIATY IDONVYWHOIHI

IDNVYNYIAOD IVHOJEOD

|

ua)
=z
>
z
0
>
—
=
5
m
=
m
z
=
v




NOTES TO THE FINANCIAL STATEMENTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2012

6 ADMINISTRATION EXPENSES CONTINUED
60} ~ Staff costs

The table below presents staff costs which are recogrised in both property operating expenses and adrministrabon expenses in the income staternent

2012 2011
£m £m
Wages and salaries 209 249
Social secunty costs 37 46
Pension casts 19 17
Share scherne costs 17 01
Terminatian benelits 11 18
TOTAL 293 331
Average number of Group employees 252 276
Drsclosures required by the Campanies Act 2006 on Directors’ remuneration, including salanes, share options, pension contnbutions and pension
entitlement and those speafied by the Listing Rules of the Finanaial Services Authority are included on pages 57 to 65 in the Remuneration Report
and form part of these financial statements
7 INVESTMENTS IN JOINT VENTURES AND SUBSIDIARIES
70) —Share of profit from joint ventures after tax
The table below presents a summary income statement of the Group’s largest joint ventures
HEATHROW
BIG BOX
INDUSTRIAL
LOGISTICS AIRPORT AND
PROPERTY PROPERTY DISTRIBUTION
PARTNERSHIP PARTNERSHIP FUND QOTHER 2012 201
£m £m £m £m £m £m
Gross rental mcome 21 219 71 19 400 330
Property operating expenses
— underlying property operating expenses ©3) 12 on 0 3) a9 22
- property management fees 05 22} [(4 v} - Q9 23)
- performance and other fees - un - - an aé
NET RENTAL INCOME 83 168 68 16 335 269
£PRA net finance costs 35 (35 20 09 (13 3) 105
EPRA PROFIT BEFORE TAX 48 29 48 07 202 164
Tax on EPRA profits - - - - - o2
EPRA PROFIT AFTER TAX 48 29 48 07 202 166
ADJUSTMENTS
{Loss¥profit on sale of investment properties - on - - wn 07
Valuation (defiat)/surplus on investment properties Q9 9N {30) - 11 8) 13
Profit on sale of trading properties - - - 15 15 06
Increase in provision for impairment of trading properties - - - 20 Q20 09
Net fair value loss on interest rate swaps
and other denvatives o8 - - - 8 a9
Other investment loss - - - - - 02
Amounts written off on acquisiions 32 02 - - 34 -
Tax in respect of adjustments - - - oN 09 04
TOTAL ADJUSTMENTS 31 ao o 30 n4 Q17 5) 100
PROFIT/LQSS) AFTER TAX 17 0N 18 [ 4] 27 266

Trading properties held by joint ventures were externally valued resulting in an increase n the Group s share of proviston for impatrment of £2 0 milion

(2011 £09 mdlion) Based on the farr value at 31 December 2012, the Group’s share of joint ventures’ trading property pertfolio has an unrecogrused

surplus of £3 7 milion (2011 £4 0 million)
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7(1) — Summansed balance sheet information in respect of the Group's share of joint ventures

MIIAYIAO

—
HEATHROW

BIG BOX -

INDUSTRIAL m

LOGISTICS AIRPORT AND 2

PROPERTY PROPERTY DISTRIBUTION g

PARTNERSHIP PARTNERSHIP FUND OTHER 2012 20m z

£&m £m £m £m £m £m %

Investment properties 1555 3647 1013 - 6215 476 2 o

Other investments - 80 - 13 93 81 ﬁ

TOTAL NON-CURRENT ASSETS 1555 3727 1013 13 6308 4843 g
Trading properties - - - 291 291 32

Other receivables 15 22 02 64 103 190 A

Cash 32 108 30 27 197 155 g

TOTAL CURRENT ASSETS 47 130 32 B2 591 677 8

TOTAL ASSETS 1602 3857 1045 395 6899 5520 g

™M

o

Borrowings 921) 1629 449) 61} (306 0) (208 9 2

Deferred tax - - - 13 a3 09 %

Other habilities 07 {63} {05 02 an 84 %

TOTAL NON-CURRENT LIABILITIES (92 8) (169 2) s 4 76) (3150 218 2) ]
Borrowings - - - [ 14)] {11 023
Other labilities 46) 120 26 21 {21 3) (227)
TOTAL CURRENT LIABILITIES @6 120 26 HERD] 323 350
TOTAL LIABILITIES 974) (181 2) @80 207} (347 3) (253 2)
GROUP SHARE OF NET ASSETS 628 2045 565 188 3426 2988

In January 2012, the Group completed the acquisition of a 50 per cent interest in the Logastics Property Partniership CLPP?) {formerly UK Logistics Fund
C"UKLF™)} for £65 7 million The amaunts written off on acquisition of £3 2 rmilhon relate to LPP and reflect the difference between purchase price and the

fair value of the assets acquired (principally as a result of fees incurred on the transaction}

70a) — Investments by the Group

2012 0N
£m £m
COST ORVALUATION AT 1 JANUARY 2988 2798
Exchange movement e 0 8)
Acquisition 657 -
Disposals 39 o9
Loan advances 12 07
Loan repayments - 0 4)
Dividends received asn 83)
Share of profit after tax 27 266
Itens taken directly to reserves 26) 21
COST OR VALUATION AT 31 DECEMBER 3426 2988
The amount of loans advanced by the Group to joint ventures is £172 1 million (2017 £127 0 million)
7(v) — Investments by the Company 2012 2011
£m £m
COST OR VALUATION OF SUBSIDIARIES AT 1 JANUARY 52512 5,626 2
Exchange movement 221 25 8)
Additions 1527 3651
Netloan movement (1856 -
Increase in provision for nvestments and leans in the iIncome statement (2870) (714 3
COST OR VALUATION OF SUBSIDIARIES AT 31 DECEMBER 49092 52512
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

8 REALISED AND UNREALISED PROPERTY LOSS

CONTINUED

2012 on
£m £m
(LossHprofit on sale of investment properties (289 52
Valuatien deficit on tnvestment properties (283 2 (272 3)
Valuation defiat on owner occupied properties a2 04
{Loss)/profit on sale of trading properties 1K} 52
Increase in provisian for kmpatrment of trading properties (249 91
Total reahsed and unrealised property loss — income statement 3400 Q714
Valuation deficit on owner accupied propertses — other comprehensive income (0 8} 04)
TOTAL REALISED AND UNREALISED PROPERTY LOSS (3408) (271 8)
9 OTHER INVESTMENT INCOME 2012 2011
£m £m
Net praofit on available-for-sale investments 14 03
Transfer of fair value surplus realised on sale of avatlable-for-sale investments 10 21
TOTAL OTHER INVESTMENT INCOME 24 24
10 AMOUNTS WRITTEN-OFF ON ACQUISITIONS 2012 2011
£m £m
Acquisttion of LPP 04 -
Amorusatton of intangibles 02 c2
TOTAL AMOUNTS WRITTEN OFF ON ACQUISITIONS 06 02
11 NET FINANCE COSTS 2012 201
FINANCE INCOME £m £m
Interest recerved on bank deposits and related denvatives 296 249
Gain on early close out of bank debt 23 -
Fair value gain on interest rate swaps and other denvatives 338 894
Return on pension assets less unwinding of discount on pension liabilities 03 10
Exchange differences 01 -
TOTAL FINANCE INCOME 661 153
2012 201
FINANCE COSTS £m £m
Interest on overdrafts, loans and related dervatives {1374) (144 5)
Loss an early close out of bonds (16 8) —
Amortisation of 1ssue costs (56} (53
Total borrowing costs {159 8) (149 8}
Less amounts capitatised on the development of properties 34 22
NET BORROWING COSTS (156 4) (147 6)
Fair value loss on interest rate swaps and other derivatives (109} (223
Exchange differences - 14
TOTAL AINANCE COSTS 167 3) an 3y
NET FINANCE COSTS (101 2) {56 Y

The interest capitalisation rates for 2012 ranged from 4 7 per centto 6 2 per cent (2011 3 6 percentto 6 2 percent) Interest is capitalised gross of tax rehef

As discussed further in the Financial Review an page 36, an early repurchase of bonds occurred in 2012 ata cost of €16 8 million

082 SEGRO ANNUAL REPORT & ACCOUNTS 2012




12 TAX
120) — Tax on profit 2012 2011
£m £m
TAX ON
EPRA profits 19 21
Adjustments 68 251
TOTAL TAX CREDIT 49 230
CURRENT TAX
UNITED KINGDOM
Adjustments in respect of earlier years 02 01
02 01
OVERSEAS
Current tax charge as 23
Adjustments in respect of earlter years 47 20
32 03
TOTAL CURRENT TAX CREDITACHARGE) 34 02
DEFERRED TAX
Origination and reversal of temporary differences 6 3) 69
Released in respect of property disposals in the year = 10
On valuation movements 85 220
Total deferred tax in respect of investment properties 22 161
Other deferred tax o7 71
TOTAL DEFERRED TAX CREDIT 15 232
TOTAL TAX CREDIT ONLOSS ON ORDINARY ACTIVITIES 49 230
124 - Factors affecting tax credit for the year
The tax credit 1s lower than the standard rate of UK corporation tax The differences are
2012 2011
£m £m
Loss on ordinary activities before tax 202 2) (53 6)
Add back valuation deficit in respect of UK properties not taxable 1000 158 4
102 2) 104 8
Multiplied by standard rate of UK corporation tax of 24 5 per cent (2011 26 5 per cent) 250 @78
EFFECTS OF
Exempt SIIC & REIT gains 145 551
Permanent differences 29 11
Profit on joint ventures already taxed 03) 05
Higher tax rates on international eamings 52 (14}
Adjustments in respect of earlier years and assets not recognised (36 &) (35
TOTAL TAX CREDIT ON LOSS CON ORDINARY ACTIVITIES 49 230
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2012

12 TAX CONTINUED
12Gn) - Deferred tax provision
Movement in deferred tax was as follows

BALANCE  EXCHANGE RECOGNISED BALANCE
1JANUARY MOVEMENT  [NINCOME 31 DECEMBER

GROUP -2012 £m £m £m £m
Valuation surpluses and defiats on properties 28n 07 8 5) (36 5)
Accelerated tax allowances 603 2 63 654
Deferred tax asset on revenue losses 57 01 06 (50
Cthers o7 - 01 06
TOTAL DEFERRED TAX PROVISION 252 04 a5s) 233

The Group has recogrised revenue tax losses of £19 1 million 2011 £219 million) available for offset against future profits Further unrecogrised tax losses
of £470 4 mullion also exist at 31 December 2012 (2011 £369 6 million} of which £44 2 naillion (2011 £38 0 million) expires In 15 years

12Gv) — Factors that may affect future tax charges
No deferred tax 15 recognised on the unrermitted earnings of international subsidianes and joint ventures In the event of their rermittance to the UK, no net

UK tax is expected to be payable
The standard rate of UK corporation tax s due to fall n stages to 21 per cent by Apnl 2014 This1s unlikely to sigmificantly impact the Group's tax charge

13 DIVIDENDS 2012 2011
£m £m
QRDINARY DIVIDENDS PAID
Interim dividend for 2012 @ 4 9 pence per share 364 -
Final dvidend for 2011 @ 99 pence per share 733 -
Intenm drvadend for 2011 @ 4 9 pence per share - 363
Final dvadend for 2010 @ 9 6 pence per share - 11
TOTAL DIVIDENDS 1097 1074

The Board recommends a final dmdend for 2012 of 9 ¢ pence which wili result in a distnbution of £73 4 millien The total dvdend paid and proposed per
share In respect of the year ended 31 December 2012115 14 8 pence (2011 14 & pence)

14 EARNINGS AND NET ASSETS PER SHARE

The earnings per share calculations use the weighted average number of shares in1ssue during the year and the net assets per share calculations use the
number of shares in 1ssue at year end Earnings per share calculatrons exclude 1 2 million (2011 1 2 million) being the average number of shares held on
trust for employee share schemes and net assets per share calculations exclude 12 million (2011 11 million) being the actual number of shares held on trust
far employee share schemes at year end

14() — Earmings per ordinary share (EPS}

2012 201
EARNINGS SHARES PENCE EARNINGS SHARES PENCE
£m MILLION  PER SHARE €m MILLION PER SHARE
BASICEPS {197 3) 7407 (26 6) (304 740 4 “n
Culutton adjustments
Share options and save as you earn schemes - - - - 02 -
DILUTED EPS (197 3) 7407 (26 6 (304) 740 6 @41
Adjustments te profit before tax! 3471 46 8 921 259
Tax adjustments
— deferred tax on investment property which
does not crystallise unless sold 22) ©03) 6 2z2
= other tax 4 6) 08 90 (2}
EPRA EPS 1430 7407 193 136 6 740 4 184

1 Details of adjustments are indudedin note 2
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14(n) — Net assets per share (NAV)
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2012 20m
EQuITY EQUITY
ATTRIBUTABLE ATTRIBUTABLE
TO ORDINARY TO ORDINARY
SHAREHOLDERS SHARES PENCE  SHAREHOLDERS SHARES PENCE
£tm MILLION PER SHARE £m MILLION PER SHARE
BASIC NAV 22350 7409 302 2,5353 740 6 345
Dilution adjustments
Share options and save as you earn schemes - - - - 02 -
DILUTED NAV 2,2350 7409 302 2,5555 7408 345
Fair value adjustment in respect of debt (303 0) “n (1829 @4
Fair value adjustment in respect of
trading properties — Group 42 1 74 1
Fair value adjustment in respect of
trading properties — Joint ventures 37 - 40 -
EPRA TRIPLE NET NAV (NNNAV}) 19399 7409 262 23840 7406 322
Fair value adjustment in respect of debt 3030 4 1829 24
Fair value adjustment in respect of interest
fate swap denvatives — Group (103 3) (14) 81 {11)
Farr value adjustment in respect of interest
rate swap denvatives — Joint ventures 75 1 41 1
Deferred tax in respect of depreciation 654 9 603 8
Deferred tax in respect of valuation surpluses (36 5) (5) 87 4)
EPRANAV 21760 7409 294 2,5215 7406 340
15 PROPERTIES
150 — Investment properties
COMPLETED DEVELOPMENT TOTAL
£m £m £m
AT 1 JANUARY 2011 4,0855 3470 4,4325
Exchange movement (280 (4 6) 32 6)
Property acquisitions 345 108 453
Additrons to existing investment properttes 227 1142 1369
Disposals (712 (6 4) (77 6)
Transfers on completion of development 820 820 -
Revaluation defiat during the year (2273) 45 0) (272 3)
AT 31 DECEMBER 2011 3,8982 3340 4,2322
Add tenant lease incentives, letting fees and rental guarantees 844 - 84 4
TOTAL INVESTMENT PROPERTIES 39826 3340 4,316 6
COMPLETED DEVELOPMENT TOTAL
tm £m £m
AT 1 JANUARY 2012 38982 3340 42322
Exchange movement (269 “44 (313
Property acquisitions 1498 32 1530
Additions to existing investment properties 282 1021 1303
Disposals (5016) (184 (52000
Transfers on completion of development 1533 {153 3) -
Transfers from trading properties 193 81 274
Revaluation deficit during the year (265 8) uza (283 2)
AT 31 DECEMBER 2012 34545 2539 3,708 4
Add tenant lease incentives, letttng fees and rental guarantees 873 - 873
TOTAL INVESTMENT PROPERTIES 3.5418 2539 37957
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2012

15, PROPERTIES CONTINUED

Investment properties are stated at fair value as at 31 December 2012 based on external valuations performed by professionally qualified valuers The
Group’s wholly owned property portfolio is valued at 31 December 2012 by CBRE Ltd (previous year's valuations were undertaken by DTZ Debenham Tie
Leung) Valuations for the [oint venture properties within the LIK were performed by Jones Lang LaSalle (APP and LPP) and CBRE Lid (Big Box) Valuations
for the jomnt venture properties in Continental Europe were performed by CBRE Ltd The valuations conform to International Valuation Standards and were
armved at by reference to market evidence of the transaction prices paid for similar properties

CBRE Ltd and Jones Lang LaSalle also undertake some professional and agency work on behalf of the Group, although this s imited in relation to the
activites of the Group asawhole Both firms advise us that the total fees paid by the Group represent less than 5 per centof their total revenue In any year

Completed properties include buildings that are occupied or are available for occupation Development properties include land available for development,
land under development and construction in progress

Following the commencement of operating leases and change in strategy, £27 4 million of trading properties were transferred to investrment properties in
line with the accounting policy set outinnote 1

The histarical cost of nvestment and development properties was £4,008 5 mithon (2011 £4,311 9 million) and the cumulative valuation defiat
at 31 December 2012 amounted to £220 9 million (2011 £4 7 mithion)

All properties are freehold In the prior year long-term leasehold values within investment properties amounted to £9 2 million
Prepaid operating lease incentives at 31 December 2012 were £56 5 million (2071 £50 1 miltion}

Since the year end the Group has disposed of properties with a book value of £142 0 million (see note 32), which were considered held for sale at 31
December 2012

1500 — Trading properties COMPLETED DEVELOPMENT TOTAL
£m £m £m
AT {1 JANUARY 2011 2076 818 2894
Exchange movement 41 a5 (56
Property acquisitions - 36 36
Addittons 22 62 84
Disposals 200 58 258
Transfers on completion of development 146 14 6) -
Increase in provision for impairment during the year 66 (25) g1
AT 31 DECEMBER 2011 1937 672 2609
Add tenant lease incentives, letting fees and rental guarantees 05 - 05
TOTAL TRADING PROPERTIES 1942 672 2614
COMPLETED DEVELOPMENT TOTAL
£m £m £m
AT 1 JANUARY 2012 1937 672 2609
Exchange movement 43 a6 G99
Additions 19 1o 129
Disposals 216 a2 (22 8)
Transfers on completion of development 55 (5 5) -
Transfers to investment properties 193) ‘81N (27 4)
Increase 1n provision for impairment duning the year (163 36 (249
AT 31 DECEMEER 2012 1396 532 1928
Add tenant lease Incentives, letting fees and rental guarantees 05 - 05
TOTAL TRADING PROPERTIES 1401 532 1933

Trading properties were externally valued, as detalled in note 15(), resulting in an increase i the provision forimpairment of £24 9 mulion
(2011 £91 million) Based on the fair value at 31 Decernber 2012, the portfolio has an unrecognised surplus of £4 2 miflon (2011 £7 4 milion)
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16 FINANCE LEASE RECEIVABLES
The Group has leased out a number of imvestment properties under finance leases These are presented as finance lease recervables rather than investment i
properties A reconcihation between finance lease recevables and the present value of the mummum lease payments recevable at the balance sheet date 15
as follows o
PRESENT VALUE OF =
MINIMUM LEASE PAYMENTS  MINIMUM LEASE PAYMENTS g
2012 20m 2012 201 %
£m £m £m £m Z
a)
AMOUNTS RECEIVABLE UNDER FINANCE LEASES ;
Within one year 06 06 - - <
In the second to fifth years inclusive 25 29 03 03 g
Later than five years 197 198 78 79
228 233 81 82 —=
Less unearned finance income 147 {151 nfa nfa 8
PRESENT VALUE OF MINIMUM LEASE PAYMENTS RECEIVABLE 81 82 81 82 =
ANALYSED AS 2
Non-current finance lease receivables 222 227 a1 82 ?l“
Current finance lease recervables 06 06 - - 8
TOTAL FINANCE L EASE RECE!VABLES 228 233 a1 82 5
A
pr
The interest rate inherent in the lease 1s fixed at the contract date for all of the lease term The weighted average nterest rate on finance lease recevables at 5
31 December 2012 1s 6 7 per cent (2011 6 7 per cent) n
At 31 December 2012, the fair value of the Groups finance lease recewvables 1s-€£8 1 million (2011 £8 2 mullion), while the unguaranteed residual values of

assets leased under finance leases are estimated at-£1 4 mulion (2011 £1 4 milhon)

17 AVAILABLE-FOR-SALE INVESTMENTS %
2012 201 =
£m £m ,E
VALUATION AT 1 JANUARY 183 268 ]
Exchange movement 07 - -E
Additions - 16 =
Fair value movement - other comprehensive Income - 14 é
Disposals and return of capital a@n (115)
VALUATION AT 31 DECEMBER 155 183
Avallable-for-sale investments comprise hotdings in private equity funds iInvesting in UK, Conbinental Europe and USA
18 TRADE AND CTHER RECEIVAELES GROUP COMPANY
2012 201 2012 20n
£m £m £m £m
CURRENT
Trade receivables a4 309 - =
Other receivables 632 620 05 185
Prepayments and accrued income 94 159 57 45
Fair value of forward foreign exchange and currency swap contracts —non hedge 04 187 04 294
Fair value of forward foreign exchange and currency swap contracts — hedge — 107 - -
Amounts due from related parties 38 24 - —
TOTAL CURRENT TRADE AND OTHER RECEIVABLES 118 2 1406 66 52 4
NON-CURRENT
Other recevables 03 03 - -
Fair value of interest rate swaps — non hedge 1459 1145 1459 1145
TOTAL NON-CURRENT TRADE AND OTHER RECEIVABLES 146 2 1148 1459 1145

Other receivables include tax recoverable of £0 1 million (2011 £0 8 million)
Group trade receivables are net of provisions for doubtful debts of £5 7 million (2011 £5 8 mullion)
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

FOR THE YEAR ENDED 31 DECEMBER 2012

19. TRADE AND OTHER PAYABLES

GROUP COMPANY
2012 201 2012 20mn
£m £m £m £m
DUE WITHIN ONE YEAR
Trade payables 70 33 - -
Non-trade payables and accrued expenses 196 2 2144 340 359
Fair value of interest rate swaps —non hedge 16 52 - -
Fair value of forward foreign exchange and currency swap contracts — non hedge 135 o8 142 09
Fair value of forward forergn exchange and currency swap contracts — hedge 07 o1 - =
TOTAL TRADE AND OTHER PAYABLES DUE WITHIN OMNE YEAR 2190 2238 482 368
DUE AFTER ONE YEAR
Obhgauons under finance leases - 04 - -
Other payables 1.1 08 - -
Fair value of interest rate swaps - non hedge a0 282 375 261
Loans from substdiaries - - 9365 9059
Ameunts due to related parties 35 - - -
TOTAL OTHER PAYABLES DUE AFTER ONE YEAR 456 294 9740 9320
Loans from subsidiames are unsecured and incur interest at market rates
Group obligations under finance leases due after ane year are payable as follows
PRESENT VALUE OF
MINIMUM LEASE PAYMENTS  MINIMUM LEASE PAYMENTS
2012 201 2012 201
£m £m £m £m
Payable between second to fifth years - 01 - -
Payable after five years - 20 - 04
- 21 - 04
Less future finance charges - a7 - n/a
PRESENT VALUE OF LEASE OBLIGATIONS - 04 - 04

In 2011 there were nion-current finance lease labdities on investment properties with a carrying value of £9 2 millon The investment properties were sold

during 2012
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20 NET BORROWINGS —_—
200) — Net borrowings by type GROUP COMPANY
2012 2041 2012 2011 M
£m £m £m £m g
SECURED BORROWINGS §
Euro mortgages (repayable withun one year or less) 14 104 - - b
Eure mortgages (repayable 1n more than one year but less than two) 191 15 - = o
Fure mortgages (repayable in more than two years but less than five) 205 405 - — i‘
TOTAL SECURED (ON LAND, BUILDINGS AND OTHER ASSETS) 410 524 - - g
UNSECURED BORROWINGS
BONDS L
5 25% bonds 2015 106 2 1359 1109 1439 n
6 25% bonds 2015 99 8 1492 998 1492 e
5 5% bonds 2018 1989 1987 1989 1987 §
6 0% bonds 2019 1705 2002 1819 2153 b
5 625% bonds 2020 2479 2477 2479 2477 3
6 75% bonds 2021 2969 2966 2969 296 6 %
7 (% bonds 2022 1491 1490 1491 1490 %
6 75% bonds 2024 2217 2215 217 2215 Z
5 75% bonds 2035 198 1 1981 1981 1981 =
1,689 1 1,7969 1,705 2 1,8200 -
Bank loans and overdrafts 376 8 4750 3756 4362
Preference shares held by subsidiary - 03 - - %
TOTAL UNSECURED 20659 2,2722 20808 2,256 2 2
TOTAL BORROWINGS 2,1069 2,3246 2,0808 2,256 2 ";!:
Cash and cash equivalents 16 6) 12 5O 09 ]
NET BORROWINGS 2,0903 2,3034 20758 2,2553 E
The matunity profile of borrowings 1s as follows %
GROUP COMPANY A
2012 20m 2012 201
MATURITY PROFILE OF BORROWINGS £m £m £m £m
In one year or less 548 217 521 118
In more than one year but less than twe 1002 430 811 415
In more than two years but less than five 4687 N8 4531 6760
In mare than five years but less than ten 1,063 3 9431 1,0747 9582
In more than ten years 4199 5690 4198 5687
In more than ene year 2,0521 2,2969 2,0287 2,244 4
TOTAL BORROWINGS 2,106 9 23246 2,0808 2,2562
Cash and cash equivalents (16 6) 212) (50) 09
NET BORROWINGS 2,0903 2,303 4 20758 2,2553

Cash and cash equivaients compnse cash balances, call deposits held with banks and highly hquid short-term investments that are readily convertible to
known amounts of cash within three meonths from acquisiion and subject to an insigruficant sk of changes n value

There are no early settlement or call options on any of the borrowings Financial covenants relating to the borrowings include maximurm himits to
the Group’s gearing ratio and mimmum bmits to permitted mnterest cover Financial covenanits are discussed in more detal n the Gearing and financial
covenants’ section in the Financial Review on page 37

GROUP COMPANY
2012 201 2012 201
MATURITY PROFILE OF UNDRAWN BORROWING FACILITIES £m fm £m £m
In ane year or less 426 99 169 og
In more than one year but less than two 244 2912 244 167
In more than two years but less than five 3649 3958 3649 3958
TOTAL AVAILABLE UNDRAWN BORROWING FACILITIES 4319 4349 406 2 4133
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2012

20, NET BORROWINGS CONTINUED

20 — Net borrowings by interest rates
The interest rate profile of Group and Company net borrowings was as follows

31 DECEMBER 2012

31 DECEMBER 2011

FIXED FIXED FIXED VARIABLE FIXED FIXED FIXED VARIABLE
INTEREST RATE PROFILE — RATE PERIOD DERT DEBT TOTAL RATE PERIOD DEBT DEBT TOTAL
GROUP O YEARS £m £m £m % YEARS £m £m £m
BORROWINGS WEIGHTED AVERAGE AFTER DERIVATIVE INSTRUMENTS  WEIGHTED AVERAGE AFTER DERIVATIVE INSTRUMENTS
Sterling 686 170 4911 3529 8440 641 138 8489 1835 1,032 4
Euros 521 27 7400 5185 11,2585 419 34 8541 4352 1,2893
US dollars - - - 44 44 - - - 26 26
Subsidiary preference shares - - - - - - - 03 - D3
TOTAL BORROWINGS 587 84 1,2311 8758 2,1069 529 86 17033 6213 2,324 6
CASH AND CASH
EQUIVALENTS
Sterling (9 5) 95 41 [CR}
Euros (1] (3] 162) 162)
US dollars [(+]rd) 02 on on
Polish zfoty - - 08) 08)
TOTAL CASH AND
CASH EQUIVALENTS (16 6) 166 212) (212)
NET BORROWINGS 1,2311 8592 20903 1,703 3 6001 2,303 4
31 DECEMBER 2012 31 DECEMBER 2011
FIXED FEXED FIXED VARIABLE fIXED FIXED FIXED VARIABLE
INTEREST RATE PROFILE — RATE  PERIOD DEBT DEBT  TOTAL RATE  PERIOD DEBT DEBT  TOTAL
COMPANY % YEARS £m £m £m % YEARS £m £m £m
BORROWINGS WEIGHTED AVERAGE AFTER DERIVATIVE INSTRUMENTS ~ WEIGHTED AVERAGE AFTER DERIVATIVE INSTRUMENTS
Sterling 664 166 5072 3528 8600 624 134 8721 1783 1,050 4
Euros 513 23 634 2 5822 1,2164 408 39 6500 5532 1,203 2
US doltars - - - 44 44 - - — 26 26
TOTAL BORROWINGS 580 90 11414 9394 20808 532 94 11,5221 7341 22562
CASHAND CASH
EQUIVALENTS
Sterling 49 49 - -
Euros (GR)) on on N
Polish ztoty - - 08 08
TOTAL CASHAND
CASHEQUIVALENTS (Jv)] (50) a9 09
NET BORROWINGS 1,141 4 9344 20758 1,5221 7332 22553
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21 FINANCIAL iINSTRUMENTS AND FAIR VALUES

CATEGORIES OF FINANCIAL INSTRUMENTS

Financial assets in the Group comprise Interest rate swaps, foreign exchange contracts and <ross cusTency swap contracts which are categorised as
dermatives designated as fair value through the income statement tnon-hedge) Financial assets also include trade and other recevables, finance lease
receivables, avallable-for-sale mnvestments and cash and cash equivalents, which are all classified as other financal assets

Financal habilities in the Group comprise interest rate swaps, forward foreign exchange contracts, and cross currency swap contracts which are categonsed
as fair value through the income staternent tnon-hedge) and forward foreign exchange contracts and cross currency swap contracts designated as net
tnvestment hedges Financial liabihities also include secured bank loans, unsecured bond ssues, bank loans and overdrafts, all of which are categorised as
debt and inmially recogrised at fair value less costs and subsequently at amoruised cost, and trade and other payables, provisons and current tax hiabilities,
which are dassified as other financial habikties

The carrying values of these'finanaal assets and habilwes approximate theur fair value, with the excephion of unsecured bond 1ssuies and secured bank loans
At 31 Decernber 2012 the fair value of £1,689 1 mitlon of unsecured bonds 1ssued was £1,992 0 million (2011 £1,796 9 million compared with £1,980 0
million farr value) and the fair value of £41 0 million of secured bank loans was £41 1 million (2011 £52 4 million compared with £52 2 million fair value

The fair values of financial assets and financal habilibes are determined as follows

—  Forward foreign exchange contracts are measured using quoted forward exchange rates and yield curves derived from quoted interest rates matching
matunties of the contracts

- Interest rate swaps and currency swap contracts are measured at the present value of future cash flows estmated and discounted based on the
applicable yield curves derived frorm quoted interest rates and the appropnate exchange rate at the balance sheet date

—  The farr value of non-dervative financial assets and financial habilities traded on active hquid markets 15 determined with reference to the quoted market
prices Unlisted mnvestments, such as those dassified as avallable-for-sale mvestments, are typically valued by the Fund Manager based on the amount at
which the asset would be exchanged between knowledgeable, willng parties in an arm¥'s length transaction The methodology used to estimate far
value will depend on the nature and facts and circumstances of the investment but use one of the following bases transachion value, earnings multiple,
net assets, pnce of recent investment and sale price, where appropriate & marketabihity discount will be applied

—  Finanoal guarantees are issued by the Company to support bank borrowings of 100 per cent owned subsidiary companies domiciled overseas
The face value of these borrowings 's already included in the Group balance sheet As the borrowing entity will have unencumbered directly owned
property assets exceeding the value of the guaranteed borrowings, the probability of the Parent entity having to recognise any loss In respect to these
guarantees 1s considered to be highly untikely Hence no fair value liability has been ascnbed to these guarantees in the accounts of the Parent entity

FAIR VALUE MEASUREMENTS RECOGNISED IN THE BALANCE SHEET

The Group and Company financialinstruments that are measured subsequent to initial recognibion at far value are available-for-sale investments forward
exchange and currency swap contracts and interest rate swaps as detalled in notes 17, 18 and 19 Al of these finanaal nstruments would be dassified

as Level 2 fair value measurements, as defined by IFRS 7, being those derived from nputs other than quoted prices {included within Level 1) that are
observable for the asset or liability, either directly (i & as prices) or indirectly 0 e derived from prices) There were no transfers between categornes in

the current or prior year

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern and as such it aims to maintain a prudent mix
between debt and equity financing The current capital structure of the Group consists of amix of equity and debt Equity comprises 1ssued capital, reserves
and retained earnings as disclosed In the statement of changes in equity and notes 23 to 23 Debt pnmarily comprises long-term debt 1ssues and drawtngs
against medium-term committed revolving credit faciives from banks as disclosed in note 20

The Group 1s not subject to externally imposed capital requirements

FOREIGN CURRENCY RISK MANAGEMENT

The Group does not have any regular transactional foreign currency exposures as it does not have any regular business involving cross border currency
flows However It does have operations i Continental Europe which transact business denominated mostly in euros Hence there 1s currency exposure
caused by translating the local trading performance and local net assets into sterling for each financal period and at each balance sheet date

The Group s approach to managing balance sheet translation exposure 1s described in the Foreign Qurrency Translation Exposure section in the Financial
Review on pages 38to 39
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2012

21 FINANCIAL INSTRUMENTS AND FAIR VALUES CONTINUED
The Group’s balance sheet translation exposure (induding the impact of denvative financial instruments) 1s summansed below

2012 2m
EUROS USDOLLARS TOTAL EURCS USDOLLARS TOTAL
£m £m £m £m £m £m

GROUP
Gross currency assets 16516 274 1,6790 1,6700 266 1,696 6
Gross currency habiliies (1,3879) arn (1,405 6) 11,4182} {125) 1,430 7}
NET EXPOSURE 2637 97 273 4 2518 141 2659
COMPANY
Gross currency assets 12428 132 1,256 0 1,1273 99 1,1372
Gross currency liabilities (1,268 6) 309 (1,299 5) 00,3313 (223) 1,355 6)
NET EXPOSURE 258 az7 435 (206 0) 124) 218 4)

2012 gross currency habilities indude EUR31 8 millkion ¢£25 9 millien) and USD28 6 million (£17 7 million) designated as net Investment hedges
2011 gross currency habafities include EUR247 2 million (€206 0 million) and USD19 3 mullion (£12 S million} designated as net investment hedges

The remaning gross currency habihties of the Group shown in the table above that are not designated as net investment hedges are either held directly
in a euro ar US dollar functional currency entty or passed down to such an entity from a sterling functional currency company through inter-company
funding arrangements

FOREIGN CURRENCY SENSITIVITY ANALYSIS
The Group s main currency exposure is the euro The blended sensitvity of the net assets of the Group to a 5 per cent change in the value of sterling against
the relevant currencies is £13 6 million (2011 £12 7 rnllion), with a sensitivity of £12 6 million against the euro (2011 €12 0 rmittion) and £1 0 million against

the US dollar (2011 £0 7 mutlon)

For the Company, the blended sensitvity 1s £2 0 million (2011 £10 4 million) with a sensinvity of £1 2 million agasmst the euro (2011 £9 8 million}
and £0 8 million agamst the US dollar {2011 £0 6 mullion}

FORWARD FOREIGN EXCHANGE AND CURRENCY SWAP CONTRACTS

Some of the forward fereign exchange and currency swap contracts held by the Group are designated as net investment hedges of euro and US dollar
denominated subsidianes, where exchange differences are booked In reserves and recognised in the Income statement when the operation 1s sold The
remarning forward foreign excharige and currency swap contracts are effectively econemic cash flow hedges, using the surplus cash N one currency to
fund paying off debt in another currency These have not been designated as hedges and as a consequence their change in fair value 1s taken through the

income statement
The following table details the forward foreign exchange and currency swap contracts outstanding as at the year end
AVERAGE EXCHANGE CURRENCY CONTRACT

RATES (LOCAL CURRENCY) CONTRACT VALUE FAIR VALUE
2012 201 2012 20m 2012 201 2012 20m
L4 % M M £m £m £m £m

GROUP
ECONOMIC CASH FLOW HEDGES
Sell euros (buy sterling} 125 117 1,0553 7822 8580 6518 az9 187
Buy euros (sell sterling) 122 117 97 491 78 409 - (0 8)
Buy US dollars (sell sterling) 160 156 214 153 132 99 0D -
Buy Polish ztoty (sell sterling) 501 - il - 02 - - -
MNET INVESTMENT HEDGES
Sell eures (buy stering} 128 115 318 2472 259 2060 won 07
Sell US dollars (buy sterling) 162 156 286 193 177 125 - on
TOTAL (13 8) 2B 5
COMPANY
ECONOMIC CASH FLOW HEDGES
Sel! euros (buy sterting) 125 116 1,112 4 1,029 4 904 4 8579 136 294
Buy euros (sell sterling? 123 117 350 491 284 409 - 08
Buy LS dollars (sell sterling) 160 156 214 153 132 99 02 -
Sell US dollars (buy sterling} 162 156 286 193 177 125 - n
TOTAL 118) 285
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INTEREST RATE RISK MANAGEMENT

The Group 15 exposed [0 nterest rate nsk as entities tn the Group borrow funds at both fixed and floating interest rates The nsk 1s managed by ma:ntaining
an appropnate mix between fixed and floating rate borrewings The current Group policy states that 50 to 100 per cent of net borrowings should be at fixed
rate provided by long-term debt 1ssues atiracting a fixed coupon or from feating rate bank borrowings converted into fixed rate or hedged wia interest rate
swaps, forwards, caps, collars or floars or options on these products Hedging activities require the approval of the Treasury Commuttee and are evaluated
and reported on regularly to ensure that the policy is being adhered to The Board reviews the policy onintefest rate exposure annually with a view to
establishing that it 1s still relevant th the prevailing and forecast econormic environment

INTEREST RATE SENSITIVITY ANALYSIS

The sensitvity analysis below has been determined based on the exposure to interest rates for both denvative and non-denvative instruments at the balance
sheet date. For flaating rata labiliies, the analysis s prepared assurming that the amount of ability outstanding at the balance sheet date was oultstanding for
the whole year A 1 per cent increase or decrease 1s used when reporting interest rate nsk internally to key managerment personnel and represents
managermnent’s assessment of the reasonably possible change in interest rales

If nterest rates had been | per cent bugher/lower and all other vanables were held constant, the Group's profit for the year ended 31 December 2012 would
decreasefincrease by £6 0 million (2011 decreasefincrease by £4 9 milion) Thisis atinbutable to the Group's exposure to interest rates on iis vanable rate
borrowings and cash deposits Fixed rate debt issues are held at amortised cost and are not re-valued in the balance sheetto reflect interest rate movements

INTEREST RATE SWAP CONTRACTS

Under nterest rate swap contracts, the Group agrees to exchange the difference between fixed and floating rate interest amounts calculated on agreed
notional principal amounts Such contracts enable the Group to manage the interest rate nsk of the Group’s barrowings The fair value of interest rate swaps
at the reporting date 1s determined by discounting the future cash flows using the yield curves at the reporting date and the credit nsk inherent in the
contract, and 1s disclosed below The average interest rate 15 based on the outstanding balances at the end of the financal year

The following tables detarl the notional prancipal amounts and remaining terms of interest rate swap contracts, based on ther contractual matunties,
outstanding as at the reporting date

PAY FIXED, RECEIVE FLOATING CONTRACTS

MAAYIAO

|I M3IIATY IDNYWHOIHId

IONVYNYIAOD IIVHOLHOD

AVERAGE CONTRACT - NOTIONAL PRINCIPAL
FIXED INTEREST RATE AMOUNT FAIR VALUE
2012 2001 Nz 20m 2012 201
% % £m £m £m £m

GROUP
In one year or less 297 - 1220 - 16 -
In more than one year but less than two 306 297 10t 6 1250 48 B4
In more than two years but less than five 235 245 5935 7125 (36 2) GBOO
In mere than five years - - - - — -
TOTAL 8171 8375 {42 6) (334
COMPANY
In one year or less - - - - - -
Inmore than one year but less than two 262 - 407 - a3 -
In more than two years but less than five 235 237 5935 6500 (362) 261
in maore than five years - - - - - —
ToTAL 6342 6500 (75 261
RECEIVE FIXED, PAY FLOATING CONTRACTS
GROUP
In one year or less - - - - - -
In more than one year but less than two 675 - 2500 - 485 -
In more than two years but less than five 570 567 8980 2390 877 %4
In more than five years 675 618 500 7090 97 1051
TOTAL 1,198 0 9480 1459 1145
COMPANY
In one year or less - - - - - -
In more than one year but less than two 675 - 2500 - 485 -
In more than two years but less than five 570 567 8980 2390 877 94
In more than five years 675 618 500 7090 97 1051
TOTAL 1,198 0 9480 1459 1145
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2012

21 FINANCIAL INSTRUMENTS AND FAIR VALUES CONTINUED
The above are effective economic hedges although the Group has not elected to adopt hedge accounting forthemn, hence thetr change in fair value 1s
taken direct to the Income statement

The interest rate swaps settle on esther a three-month or six-month basis with the floating rate side based on the EURIBOR or sterling LIBOR rate for the
relevant period The Group will settle or receive the difference between the fixed and floating interest rate on a net basis

CREDIT RISK MANAGEMENT

Credit nisk refers to the risk that a counterparty will default on iks contractual cbligations resuling in financial loss to the Group Potential customers are
evaluated for creditworthiness and where necessary collateral is secured There is no concentration of credit nisk within the lease portfolio to erther busin
sector or individual company as the Group has a diverse custormner base with no one custormer accounting for more than 5 per cent of rental income
Trade recevables twhich include unpaid rent and amounts recervable in respect of property disposals! were approximately 1 per cent of total assets at

e55

31 December 2012 and at 31 December 2011 The Directors are of the opinion that the credit nsk associated with unpaidrent 1 low In excess of 95 per cent

of rent due 15 generally collected withun 21 days of the due date

12 o
AGEING OF PAST DUE BUT NOT IMPAIRED RECEIVABLES WERE AS FOLLOWS Z%m £m
0-30 days 90 71
30-60 days 26 03
60-90 days 21 03
90-180 days 04 01
180+ days 10 19
Past due but net impaired 151 97
Not due 263 212
TOTAL TRADE RECEIVABLES 414 309

No other recevables were considered impaired or overdue

Investment in financial nstruments 1s restricted to banks and short-term hquidity funds with a gaod credit rating Derrvative finanoial instruments

are transacted via Intemational Swaps and Denvatives Assocation (ISDA) agreemients with counterparties with a good nvestment grade credit rating The

Group s exposure and the credit ratings of its counterparhies are continuously monitored and the aggregate value of transactions concluded I15 spread
among approved counterpartres

LIQUIDITY RISK MANAGEMENT
Ultimate responsibility for iquidity nsk management rests with the Board, which has built an appropnate hquidity nsk management framewark for the

management of the Group s short, medium and long-term funding and liquidity management requirements The Group manages liquidity risk by having
a policy that requires that adequate cash and commutted bank facil:ies remain avallable to cover and maich all debt maturiies, development spend, trade
related and corporate cash flows forward over a rolling 18-month pertod This is achieved by continuously montoning forecast and actual cash flows and
matching the maturity profiles of financial assets and habiliies Liquidity nisk management is discussed in more detail 1 the Liquidity Position and Geing

Concern sections in the Financial Review on pages 37 to 38

094 SEGRQ ANNUAL REPORT 8 ACCOUNTS 2012



LIQUIDITY AND INTEREST RISK TABLES

The following tables detail the Group's remaning contractual matunty profile for its finanaal nstruments The tables have been drawn up based on the
undiscounted cash fiows of finanaal liabiliues based on the earliest date on which the Group can be required (o pay The tables include both interest and

principal cash flows

M3IAYIAO

2012 201
WEIGHTED WEIGHTED
AVERAGE AVERAGE
INTEREST UNDER 1-2 2-5 OQVERS INTEREST  UNDER 1-2 2-5 OVERS
RATE 1YEAR YEARS YEARS YEARS TOTAL RATE  1YEAR YEARS YEARS YEARS TOTAL
% £m £m £m £m £m % £m £m £m £m £m
GROUP
NON-DERIVATIVE
FINANCIAL
LIABILITIES
Trade and other
payables 1248 1 35 - 1294 1329 09 [1}] 20 1359
Non-interest
bearing liabilies 47 - - 233 280 219 - - 252 471
Vanable rate debt
Instruments 32 620 1026 2734 - 4380 35 463 537 4740 - 5740
Fixed rate debt
mnstruments 61 1053 1093 4997 20107 27250 61 127 nuzz 6238 21413 29905
DERIVATIVE
FINANCIAL
INSTRUMENTS
Net settled interest
rate swaps 163 132 99 - 394 55 126 82 - 263
Gross settled
foreign exchange —
Forward contracts
~Inflowing (840 6) - - - (8406} 533 - - - (533)
— Outflowing 8573 - - ~ 8573 543 - - - 543
TOTAL 3298 2262 7865 20340 3,3765 3203 1799 11,1061 21685 3,7748
2012 201
WEIGHTED WEIGHTED
AVERAGE AVERAGE
INTEREST UNDER 1-2 2-5 OQVERS INTEREST  LUNDER 1-2 2-5 QVERS5
RATE 1YEAR YEARS YEARS YEARS TOTAL RATE  1YEAR YEARS YEARS YEARS TOTAL
% £m £m £m £m £m O £m £m £m £m £m
COMPANY
NON-DERIVATIVE
FINANCIAL
LIABILITIES
Trade and other
payables 47 9365 - - 9412 43 9059 - - 9102
Non-interest
bearing labilities 36 - - - 36 49 - - - 49
Vanable rate debt
nstruments i3 591 870 2523 - 3984 33 293 515 4130 — 4938
Fixed rate debt
instruments 61 1051 1051 4997 20107 27206 61 myi 7z 6078 21413 29725
DERIVATIVE
FINANCIAL
INSTRUMENTS
Net settled interest
rate swaps 130 n7z 99 - 346 32 96 72 - 200
Gross seitled
foreign exchange —
Forward contracts
—Inflowing (840 6) - - - (840 &) (533) - - - (533
~ Quiflowing 8573 - - - 8573 543 - - - 543
TOTAL 2022 1,1403 7619 20107 41151 1544 10787 10280 21413 4,4024
WWW segro com 095

' ADNVYNYIAOD AUVHOJYCD n MIIATY IDNVYWEOLHI “

)
z
b
Z
n
p-d
[
“
b
m
=
m
=z
5
w




NOTES TO THE FINANCIAL STATEMENTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2012

22 RETIREMENT BENERAT SCHEMES

BACKGROUND
The Group has four defined benefit schemes in the UK, the SEGRO Pension Scheme (the ‘SEGRO scheme ), the Bilton Group Pension Scheme (the ‘Bilton

scherne’) and two additienal schemes fallowing the acquisitton of Bnixton Ltd, the Brixton plc Pension Plan (the ‘Brixton scheme and the ) Saville Gordon
Group plc and Subsidiary Companies Retirement and Death Benefit Scheme (the 15G scheme’) The assets of the schemes are held by Trustees separately
from the assets of the employer The Group also has a number of defined contribution schemes for which £1 3 million has been recogmsed as an expense
(2011 £1 2 million)

All four defined benefit schemes are closed to new members Valuation of the schemes has been based on the most recent actuanal valuations

31 March 2010 for the SEGRO scheme, 5 Apnl 2010 for the Bilton scheme, 31 December 2011 for the Bnxton scheme and 30 June 2010 for the J5G
scheme and updated by the Independent actuaries in order to assess the habiibes of the schemes at 3} December 2012

212 201
THE MAIOR ASSUMPTIONS USED WERE AS FOLLOWS % %
Discount rate for scherne habilities 45 48
Rate of inflation (RPI/CPI) 31725 31/23
Rate of increase to pensions in payment in excess of GMP
Before April 2003 (SEGRO/Bilton) 43729 42/30
From April 2003 to October 2005 29 3C
After October 2005 20 21
41 51

Rate of general long-term increase in salanes

EXPECTED ANALYSIS EXPECTED ANALYSIS

RETURN  OF ASSETS RETURN OF ASSETS

2012 2012 2011 2011

COMPOSITION OF SCHEME ASSETS % £m L) £m
Equities 75 709 75 625
Gilts 27 583 29 547
Bonds 41 609 46 587
Other assets 09 30 32 29
Overall - SEGRO scheme 49 1320 50 1205
Overall - Bilton scheme 44 249 45 236
Overall - Brixton and JSG scheme 56 362 57 347

The life expectancies at age 65 are as follows

MALE FEMALE
Current pensioners 238 239
Future penstoners 249 252

Bath hfe expectancy estimates use the standard S1PA base tables with a scaling factor of 80 per cent for mates and 100 per cent for females Future
improvements to the life expectancy are in ine with CMI 2009 projections with an assumed long-term rate of improvement of one per centp a

The expected return on plan assets 1s a blended average of projected long-term returns for the vanous asset classes Assetclass returns are based on

a forward looking building block approach Equity returns are developed based on the sefection of an equity nsk premium above the nsk free rate which s
measured i accordance with the yields on government bonds Bond and gilt returns are selected by reference to the yie'ds on government and corporate
debt as appropnate to the schemes’ holdings of these instruments

CHARGES ON THE BASIS OF THE ASSUMPTIONS WERE 2%'; 2c'£1n]\

(CHARGENCREDIT TO GROUP INCOME STATEMENT

Operating profit Current service cost L) 08
Past service cost - 09
Settlement cost - 06}

Net finance cosls Interest on pension habilities @8 95
Expected return on scheme assets 91 105

NET (CHARGEY/CREDIT TO THE GROUP INCOME STATEMENT o3 05

CHARGE TO GROUP STATEMENT OF COMPREHENSIVE INCOME [C3Y)] (8 4)
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All actuarial gains and losses are recognised immediately and relate to continuing operations The cumulative recognised actuanal losses are £32 1 mallion
(2011 £272 million) .
FAIR VALUE OF THE ASSETS AND LIABIUTIES OF THE SCHEMES =
The amount included i the balance sheet arising from the Group's abligations in respect of its defined benefit retirement schemes 15 as follows =
‘ am2 2011 :Ou
£m £m 332
MOVEMENT IN ASSETS A
1 January 1788 1693 =
Expected return on scheme assets 90 105 =
Actuanal gains/(tosses) 93 08 £3
Employer cash contributions 50 76
Member cash contributions 02 02
Benefits paid 92) 80 8
31 December 193 1 1788 z
MOVEMENT IN LIABILITIES S
1 January 1896 1840 f'\
Service cost 06 08 c<)
Past service cost - 0N o
Interest cost 87 95 %
Actuanal losses 142 76 0
Benefits paid 92 122 .
OCther 02 08
31 December 2041 1896 %
ANALYSIS OF NET LIABILITIES 5
Market value of schemes’ assets 1931 178 8 g
Present value of funded schemes’ liabilities (204 1) (189 6) o
RETIREMENT BENEFIT OBLIGATION RECOGNISED IN OTHER PROVISIONS IN THE BALANCE SHEET 110) (i0 8 g
m
There is also an unrecogrised surplus on the Bilton scheme of £2 9 million (2011 £2 5 mullion} and the JSG scheme of £0 4 mifhon (2011 £ni) The actual ,-gn
return on the scheme assets in the period was a gain of £18 3 million (2011 £9 7 million) é
2012 201 2010 2009 2008
HISTORY OF EXPERIENCE ADJUSTMENTS £m £fm £m £m £m
Present value of defined benefit obligations 204 1) (189 6} (1840} 173 3) (116 5)
Fair value of schemes’ assels 1931 1788 1693 1576 1102
Deficit tn schemes 1o 10 8) (147) a57) 6 3}
EXPERIENCE ADJUSTMENTS ON SCHEMES' ASSETS
Amounts 93 08 61 14 21 4)
Percentage of schemes” assets 4 8% © 4% 3 6% 72% (19 4%h)
EXPERIENCE ADJUSTMENTS ON SCHEMES' LIABILITIES
Amounts 8 (V)] 29 [4ir3] on
Percentage of present value of schemes' labilities 12% 01% 1 6% 0 7% 0 6%
EFFECT OF CHANGES IN ASSUMPTIONS UNDERLYING THE
PRESENT VALUE OF THE SCHEMES' LIABILITIES {118) (75 (33 as2) 63
TOTAL AMOUNT RECOGNISED IN THE STATEMENT
OF OTHER COMPREHENSIVE INCOME
Amounts @9 B84 o 38) a72)
Percentage of present value of schemes’ habilites 24% 4 4% 0i% 2 2% 14 8%

The expected employer's contnbutions to be paid in the year ending 31 December 2013 15 £5 5 milhon (2012 £6 0 rmilhion}
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2012

23 SHARE CAPITAL AND SHARE-BASED PAYMENTS

SHARE CAPITAL NUMBEROF  PAR VALUE

SHARES  QFSHARES
ISSUED AND FULLY PAID M £m
Ordinary shares of 10p each at 1 January 2012 nz 742
Shares 1ssued 04 -
ORDIMARY SHARES OF 10P EACH AT 31 DECEMBER 2012 7421 742

SHARE-BASED PAYMENTS
There are seven ermployee share schemes in the Group the Deferred Share Bonus Plan (DSBP), the Long Term Incentive Plan (LTIP), the Share Incentrve
Plan (SIP), the Global Share Incentive plan (GSIP), the Bnxton Share Incentive Plan (Brixton SIP), Sharesave and the Executive Share Option Plan (ESOP)

230) - DSBP
The DSBP is for sentor employees whereby 25 per cent of any payment under the Bonus Scheme 1s deferred to shares For 201 3, the percentage subjectto
deferral for Executive Directors will be 50 per cent of any Bonus payment., The scheme 1s descnbed on page 60

2012 201

NUMBER NUMBER

AT 1 JANUARY 270,246 -
Shares granted DSBP 317,231 270,246
Shares expired/lapsed (15,018} -
AT 31 DECEMBER 572,459 270,246

The 2011 DSBP grant was made on 2 Apnl 2012, based on a 30 March 2012 dosing share pnce of 234 8p

23(n) - LTIP

The LTIP 15 a discretionary employee share scheme Shares are condimonally awarded based on individual performance Vesting of awards 1s subjectto
three- or four-year performance canditions and is at the discretion of the Remuneration Committee The performance conditions of the LTIP are detailled in
the Remuneration Report on pages 57 to 65 UK parucipants will have an 18-month peniod from the release date in which to elect to recerve their shares,
subject to Remuneration Committee approval If a pariicipant ceases to be employed by the Group, the award will lapse, unless the participant is deemed
to be entitled to the award, in which case the award will be pro-rated on length of employment in relation to the award date

In 2012, the LTIP performance penod was extended from three to four years To avoid the position where there would be no potential vesting in 2015,
transittonary arrangements were put in place, a Transittonary LTIP award based on three-year performance conditions was made in addition to the 2012 LTIP
award which was based on a four-year performance penod For both awards, the grant size was reduced by 25 per cent ltis antcpated that subsequent
awards will vest on four-year performance The same performance targets wll apply to both awards

’ 2012 2011

NUMBER NUMBER

AT 1 JANUARY 6,801,474 6,087,828
Shares granted LTIP 4,558,915 2180,342
Shares vested (311,381 {300,487}
Shares expred/lapsed (2,9574600 (1,166,209
AT 31 DECEMBER 8,091,548 6,801,474

The 2012 LTIP awards were made on 1 May 2012 The calculation of the award was based on a share pnce of 221 1p, the dasing mid-market share pnce on
30 April 2012 No consideration was paid for the grant of any award

The Black-Scholes model has been used to fair value the shares granted currently under award, apart from the 2012 TSR element of the award which uses
the Monte Carlo model The assumptions used are as follows

DATE OF GRANT 28-APR 10 29-MAR-11 1 MAY-12
Market pnce used for award 3147p 3313p 2211p
Risk-free interest rate 18% 18% 1 8%
Dividend yield 4 4% 4 5% 6 6%
Volatihity 570% 54 0% 54 0%
Term of option 3 years 3years 3 years/4 years
Fair value per share 2757 2890p 1830p/1710p
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234m -SIP

The SIP 1s an HMRC approved all-employee share plan UK employees, who have been employed by the Group since 1 October of the preceding year,
may be awarded shares in relation to the Company’s prior year performance and therr salary Participating employees may be awarded shares annually up
to a maximum of seven per cent of their salary or £3,000, whichever 1s lower The 2012 award was seven per cent of salary If a participant ceases to be
employed by the Group within three years from date of award the shares will be forfeited, uniess the employee 1s entitledto the shares due to certain leaver
arcumstances, in which case the shares will be transferred out of the trust to the participant

2012 20n

NUMBER NUMBER

AT 1 JANUARY 206,470 111,012

Shares granted 184,759 113,191
Shares forfeited (7,733 4,029
Shares released (59,802) (13,704
AT 31 DECEMBER 323,694 206,470

As at 31 December 2012, 329,179 shares (2011 212,792) are held in the SIP trust

23w — GSIP

The GSIP was launched n 2008 as an all-employee share scheme for non-UK based employees Itis not HMRC approved butthe eligibility and performance
conditions of the award are designed to replicate the SIP Employees are granted awards which are released by the Trustees at conclusion of a three-year holding
period If a pariapant ceases to be emplayed by the Group by the end of the three-year penod then the award will lapse unless the participant 1s entitled to the
award due to the terms of leaving Shares in respect of the GS!P are held in the SEGRO plc Employees Benefit Trust.

2012 201
NUMBER NUMBER
AT 1 JANUARY 100,465 65,453
Shares granted 90,397 63,975
Shares released 12,103) (22,488)
Shares forfeited (7.814) (6,475)
AT 31 DECEMBER 170,945 100,465

23(v) — Bnxton SIP
Pror 1o acquisition in 2009, Brixton operated a share incentive plan Brixton shares in the Brixton SIP were converted to SEGRO shares under the scheme
of arrangement As at 31 December 2012, 4,743 shares (2011 5,673 shares} were held m trust for the Brixton SIP

23(w1} — Sharesave

The Group operates an HMRC approved all-employee savings related share option plan For 2012, a three-year penod was offered to employees and if they
remain in employment, employees can purchase shares i the Company at a price which is fixed at the start of the savingpeniod The price 1s usually setat

a 20 per cent discount to the market price If a partiapant ceases to be employed by the Group, in certain arcumstances the participant may be ableto
exercise their options within a fixed period from the date of leaving Duning 2012, the movements in Sharesave options were as follows
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2012 2011
WEIGHTED WEIGHTED
AVERAGE AVERAGE
NUMBER OF EXERCISE NUMBER OF EXERCISE
OPFTIONS PRICE QPTIONS PRICE
AT 1 JANUARY 405,930 205 6p 429900 202 Bp
Ophions granted 220,577 188 2p 50,825 2574p
Options exercised {211,890 1820p (27,850} 182 0p
Options expired/lapsed (98,784) 22473 (46,945) 250 6p
AT 31 DECEMBER 315,833 203 4p 405,930 205 6p

The consideration received by the Company from options exercised during the year was £385,739 (201 1 £50,687} The grants made since 7 November
2002 have been fair valued using the Black-Scholes model The assumptions are as follows

MUMBER RISK-FREE FAIRVALUE  FAIR VALUE
DATE OF OF OPTIONS MARKET ~ EXERCISE  INTEREST  DIVIDEND EXERCISABLE ~ PERSHARE  PERSHARE
GRANT  OUTSTANDING PRICE PRICE RATE YIELD VOLATILTY  BETWEEN THREEYEARS  FIVEYEARS
4 April 2008 3,257 703 2p 562 6p 41% 4 8% 465%  201-2015 234p 252p
19 May 2009 51,587 227 5p 182 0p 0 5% 8 7% 530% 20122014 61p 59p
29 Apnl 2010 31,998 319 6p 255 7p 18% 5 5% 570% 20132015 112p 118p
28 Apnl 2011 24,955 3217p 2574p 18% 45% 570%  2014-2016 19p 128p
30 Apnit 2012 204,036 235 3p 188 2p 18% 6 5% 54 0% 2015 67p N/A
TOTAL 315,833

WWW segro com 099

=
=z
=
z
O
i
—
e
3
m
=
rm
=z
—
w




NOTES TO THE FINANCIAL STATEMENTS CONTINUED
FOR THE YEAR ENDED 31 DECEMBER 2012

23 SHARE CAPITAL AND SHARE-BASED PAYMENTS CONTINUED

230w - ESOP

Under the ESOP, senior employees of the Group were granted options to purchase shares in the Company ata stated exerase pnce if the performance
conditions were not met by the third anniversary of the date of grant, the options lapsed Participants were able to exercise their aptions after a three-year
holding pened subject to continuous employment Ophions expire ten years after grant In certain arcumstances a participant may exercise thewr options
up to a year after leaving the Group The last grant under ESOP was made in 2005 and the Company has no current intention of making further grants
under this scheme

2012 LN
WEIGHTED WEIGHTED
AVERAGE AVERAGE
NUMBER OF EXERCISE NUMBER OF EXERCISE
QPTIONS PRICE OPTIONS PRICE
AT 1 JANUARY 114,526 664 1p 164,319 6678p
Options expired/lapsed - - (49,793) 676 1p
AT 31 DECEMBER 114,526 664 2p 114,526 664 2p

The options outstanding at 31 December 2012 were exerasable between 419 2p and 689 2p per share The grants made since 7 November 2002 have
been fair valued using the Black-Schales mode! The main assumptions are as follows

DATE OF GRANT 20-MAR-03 29-APR-05
Option prnice 419 2p 689 2p
Risk-free interest rate 51% 4 8%
Dindend yield 4 8% 4 0%
Volatility 21 3% 21 0%
Exeraisable between 2006-2013  2008-2015
Fair value per share 61p 106p

10,591 103,935

Optrans exercisable

Atotal of 430,359 (2011 520,456) options exast at 31 December 2012 in relation to the Sharesave and ESOP scheme, with a weighted average remaining
contractual ife of 2 4 years (2011 2 O years}

24 SHARE PREMIUM ACCOUNT 012 2011
GROUP AND COMPANY £m £m
BALANCE AT 1 JANUARY 1,069 5 1,069 5
Shares 1ssued 04 -
BALANCE AT 31 DECEMBER 1,0699 1,069 5
25 OWN SHARES HELD GROUP COMPANY
2012 0N 2012 201
£m £m £m £m
BALANCE AT 1 JANUARY 102 133 102 133
Shares purchased 07 - a7 —
Disposed of on exercise of options 36 31 (3 6) 310
BALANCE AT 31 DECEMBER 73 102 73 102

These represent the cost of shares in SEGRO ple bought in the open market and held by Appleby Trust Uersey) Limited and Yorkshire Burlding Society, to
satisfy various Group share schemes

26 COMMITMENTS

Contractual obligations to purchase, construct, develop, reparr, maintain or enhance assets are as follows

2012 2011
GROUP £m £m
629 507

Properties

In addition, commutments in the Group’s joint ventures at 31 December 2012 (at share) amounted to £nil million (2011 £6 8 milion) In 2011 the Group also
had a commutment to purchase a joint venture for £50 0 million
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27 CONTINGENT LIABILITIES

The Group has given performance guarantees to third parties amounting to £11 4 million (2011 £14 8 mullion) in respect of development contracts of

subsidiary undertakings It 1s unlikely that these contingencies will crystallise

The Company has guarznteed loans and bank overdrafts of subsidiary undertakings aggregating £2 4 mullion 2011 £33 3 million} and has indicated its

intention to provide the necessary support required by its substdianes

The Group has provided certain representations and warranties in relation to disposats which are usuai for transactions of this nature, including

representations and warranties relating to finanaal, regulatory and tax matters No provision has been made at 31 December 2012 in relation to the

representations and warranbies provided

28 OPERATING LEASES
THE GROUP AS LESSOR

Future aggregate minimum rentals receivable under non-cancellable operating leases are

M3INYIAO
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JOINT
VENTURES
GROUP AT SHARE 2012 201
£m £m £m £m
Not later than one year 2682 368 3050 3135
Later than one year but not later than five years 6898 1mo 8008 8309
Later than five years 6186 1957 8143 8060
BALANCE AT 31 DECEMBER 1,576 6 3435 19201 1,950 4
THE GRGUP AS LESSEE
Future aggregate rminimum lease payments on non-cancellable operating leases are
2012 201
£m £m
Not later than one year 22 21
Later than ane year but not later than five years 28 48
Later than five years - 02
TOTAL 50 71
29 RELATED PARTY TRANSACTIONS
GROUP
Transactions dunng the year between the Group and its [oint ventures are disclosed below
2012 201
£m £m
New loans during the year 12 07
Loans repaid dunng the year - o4
Loans outstanding at the year end 1721 1270
Dividends receved 187 83
74 59

Management fee income

COMPANY

Transactions between the Company and its subsidianes eliminate on consolidation and are not disclosed in this note Amounts due from subsichanes are

disclosed in note 18 and amounts due to subsidianies are disclosed in note 19

None of the above Group or Company balances are secured All of the above transactions are made on terms equivalent io those that prevail in arm'’s

length transactions

REMUNERATION OF KEY MANAGEMENT PERSONNEL

Key management personnel comprise Executive and Non-Executive Directors and any other members of the Executive Commuttee, as outhned in the
Governance Report on pages 46 to 51 Key management personnel compensation is shown in the table below

2012 201

£m £m

Salanes and short-term benefits s 4 4
Termination benefits - 06
Post employment benefits 01 02
Share-based payments 06 01
TOTAL REMUNERATION 42 53
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

FOR THE YEAR ENDED 31 DECEMBER 2012

29 RELATED PARTY TRANSACTIONS CONTINUED

More detalled information concerning directors’ remuneration, shareholdings, pension enutlements, share options and other long-term incentive plans,
as required by the Companies Act 2006, 1s shown in the audited part of the Report on Directors’ Remuneration on pages 57t065

30 NOTES TO THE CASH FLOW STATEMENTS
300 - Reconaliation of cash generated from operations

GROUP COMPANY
2012 201 2012 201
£m £m £m £m
Operating (loss)/profit 101 0 24 as9n 452 9)
Adjustments for
Depreciation of property, plant and equipment 32 35 11 -
Share of profit from joint ventures after tax 2D (26 6) - -
Loss/{profit) on sale of investment properties 289 52 - -
Gan on sale of investment in joint ventures 02) - - -
Amounts wntten off on acquisitions 06 02 - =
Revaluation deficit on mvestment and owner occupied properlies 284 4 2727 - -
Gain on sale of avallable-for-sale inwvestments 24) 24) - -
Other income reallocated - - 144 2) (2581)
Pensions and other provistons 31 (18} 28413 7040
2077 2328 are 7o
CHANGES IN WORKING CAPITAL
Decrease in trading properties 366 229 - -
(increase)/decrease 1n debtors and tenant incentives (32 5) (14 168 01
(Decrease)/increase in creditors 67 53 02 —
NET CASH INFLOW/(OUTFLOW) GENERATED FROM OPERATIONS 2051 2390 oN 69
30(n) - Deposits
Term deposits for a period of three months or less are ncluded within cash and cash equivalents
300m) — Analysis of net debt
AT AT 31
1 JANUARY  EXCHANGE CASH  NON-CASH DECEMBER
012 MOVEMENT FLOW ADJUSTMENTS! 2012
£m £m fm £m £m
GROUP
Bank loans and loan capital 2,3507 16d (202 3) 23) 2,1301
Capitabsed finance costs 313 - o7 76 24 4)
Bank overdrafts 52 - 4 0} - 12
TOTAL BORROWINGS 23246 (160} (2070) 53 2,1069
Cash in hand and at bank 212 03 43 - 16 6)
NET DEBT 2,303 4 57 (2027) 53 2,0903
COMPANY
Bank loans and loan capital 2,264 2 2n (170 6) 23 2,0890
Capualised finance costs B0 - 07 05 82
TOTAL BORROWINGS 2,256 2 23 N3 as 2,0808
Cashinhand and at bank o - 41 - (50)
NET DEBT 2,2553 23 (175 4) (18) 2,0758

1 The non-cash adjustments relate 1o the amortisation af ssue costs offset agamst borewings and gams on the early clase out of bank debt.
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31. GROUP ENTITIES

The principal entities at 31 December 2012 are histed below (all equity holdings unless otherwise stated)

COUNTRY OF SUBSIDIARIES VEN’:S:\E
INCORPORATION/OPERATION ®wHOLDING % HOLDING

PROPERTY

Atrport Property Partnership England and Wales 50

Allnatt London Properties plc * England and Wales 100

Bilton plc ™ England and Wales 100

Bnixton Limited * England and Wales 100

Bnxton Greenford Park Limited England and Wales 100

Brixton Uersey} Limited England and Wales 100

8nxton (Metropolitan Park) 1 Limited England and Wales 100

Bnxton Prermier Park Limtted England and Wales 100

Brixton Properties Limited England and Wales 100

Bnixton (West Cross) Limited England and Wales 100

Logistics Property Partnershup England and Wales 50

Quendis PolskalSpzoo Poland 100

SEGRO Belgium NV Belgium 100

SEGRO (Blanc Mesnil Sérl France 100

SEGRO BV (operating in Netherlands, Italy and Central Europe} Netherlands 100

SEGRO France SA France 100

SEGRO Germany GmbH Germany 100

SEGRO Industnal Estates Limited England and Wales 100

SEGRO Management NV Belgium 100

SEGRO (Marly) SASU France 100

SEGRO Properties Limited * England and Wales 100

SEGRO (Wininersh} Limited England and Wales 100

SEGRO Zwilfte Grundbesitz GmbH Germany 100

SEGRO Dreiundzwanzigste Grundbesitz GmbH Germany 100

Slough Trading Estate Limited * England and Wales 100

The Heathrow Big Box Industrial and Distnbution Fund England and Wales 50

SERVICE

Followcastle Limited England and Wales 100

SEGRO Admirustration Limited * England and Wales 100

SEGRO Finance plc * England and Wales 100

OTHER

SEGRO Holdings France SAS * France 100

SEGRO Overseas Holdings Limited * England and Wales 100

* Held directly by SEGRO ple, a company incorporated in England and Wales

32. SUBSEQUENT EVENTS

singe the year end the Group has disposed of five investment propertes for gross proceeds of £152 3 million {excluding rent top-ups)
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FIVE-YEAR FINANCIAL RESULTS

2012 2011 2010 2009 2008
£m £m £m £m £m
GROUP INCOME STATEMENT
Net rental income 2548 2712 2821 2694 2449
Administrabion expenses, excluding exceptional items (279) (321 (392) @403 400
Share of joint ventures’ EPRA profit after tax 202 166 108 28 09
Joint venture management fee income 74 59 19 - -
Net finance cost {109 6 231 (128 3} (127 6) 116 5)
EPRA PROFIT BEFORE TAX 1449 138 5 1273 1043 893
Exceptional administration expenses - - - 78 (26)
Adjustments to the share of (loss¥profit from joint ventures after tax 75 100 3N 18 83
{Loss)¥profit on sale of iInvestment properies (289) 52 28) 547 (34 8)
Valuation (deficit)/surplus oninvestment and owner occupied properties 284 4 @127 324 (271 8) (975 6)
{Loss)/profit on sale of trading properties 18 52 on 06 279
Increase in provision for impairment of trading properties (24 9) 91} {36) (61} 40
Gain/lloss) on sale of Investment In [oint ventures 02 - 05} 129 -
Other investment iIncome/{loss) 24 24 58 B0} 17
(Amounts written off}/gain ansing on acquisitions 06) 02 139 86 -
Net farr value gain/(loss) on interest rate swaps and other dervatves 229 671 215 (179) (32 8)
Net loss on early dose out of debt (14 5) - - - -
(LOSSHPROFIT BEFORE TAX (202 2) (53 6 1972 (248 1) (939 2)
GROUP BALANCE SHEET
Investment properties 3,7957 4,316 6 4,498 3 4,8253 4,3111
Owner occupled properties 43 65 78 81 111
Trading properties 1933 2614 2899 3378 3578
TOTAL DIRECTLY OWNED PROPERTIES 3,9933 45845 4,796 0 51712 4,6800
Plant and equipment 29 58 73 75 91
Investments in jotnt ventures 3426 2988 2798 793 675
Other assets 2920 283 4 1698 148 6 1907
Cash and cash equivalents 166 212 46 1127 1658
TOTAL ASSETS 4,6474 51937 52975 55193 51131
Borrowings 2,106 9 (2,324 6 (2,247 8) (25328) (2,661 6)
Defermred tax provision (233 Q52 “io 569 (78 2)
Other liabilibes and non-controlling interests (280 6} (288 4 (291 5) 3371 (365 8)
TOTAL SHAREHOLDERS' EQUITY 2,2366 25555 27103 2,5925 2,0075
TOTAL MOVEMENT IN SHAREHOLDERS' EQUITY
{Loss¥profit attnbutable to ordinary shareholders (1973) 304 2103 2331} 9381)
Other equity movements (121 6) (124 4) 925 8181 43 4)
(3189) (154 8) 178 5850 {981 5)
DATA PER ORDINARY SHARE (PENCE)
EARNINGS PER SHARE
Basic {loss)/earnings per share (26 6) 41 285 413) 3122
EPRA earnings per share 193 184 171 183 291
NET ASSETS PER SHARE BASIC
Basic net assets per share 302 345 165 354 668
EPRA net assets per share 294 340 375 368 725
DIVIDEND PER SHARE 148 14 8 143 140 137
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FURTHER INFORMATION

FINANCIAL CALENDAR AND SHAREHOLDER INFORMATION

FEBRUARY 2013

Payment 6%, per cent bonds 2024 interest 25 February
Announcement of year end results 27 February
MARCH 2013

Payment 7 per cent bonds 2022 interest 14 March
Ex-drvidend date for final divdend Property Income Distnbution 20 March
Record date Property Income Distnbution 22 March
Payment 6 per cent bonds 2019 interest 29 March
APRIL 2013

Final date for DRIP election Property Income Distnibution 5 Apni
Payment 5% per cent bonds 2015 interest 22 Apni
Annual General Meeting 23 Apnl
Payment Property Income Distnbution 26 Apnl
MAY 2013

Payment &, per cent 2021 interest 23 May
JUNE 2013

Payment 5% per cent bonds 2018 interest 20 June
Payment 5% per cent bonds 2035 interest 20 June
JULY 2013

Announcement of half year results 31 July
AUGUST 2013

Payment 6% per cent bonds 2024 interest 23 August
SEPTEMBER 2013

Payment 7 per cent bonds 2022 interest 14 September
Payment 6% per cent bonds 2015 interest 30 September
Payment 6 per cent bonds 2019 interest 30 September
OCTCBER 2013

Payment Property Income Distibution 8/or Dividend Qctober
Payment 5, per cent bonds 2015 interest 21 October
NOVEMBER 2013

Payment 6% per cent bonds 2021 interest 25 November
DECEMBER 2013

Payment 5% per cent bonds 2020 interest 9 December
ANALYSIS OF SHAREHOLDERS - 31 DECEMBER 2012

SHAREHOLDER ANALYSIS w"Or w6 OF
RANGE HOLDERS HOLDERS SHARES SHARES

1-1,000 5971 63 34 1,485,972 020

1,001 - 10,000 2,620 2779 8,095,494 109

10,001 — 100,000 509 540 17,217,769 232

100,001 — 1,000,000 239 254 89,924,245 1212

1,000,001+ 88 093 625,341,430 84 27
TOTALS 9,427 10000 742,064,910 10000

CATEGORY ANALYSIS % OF o OF
CATEGORY HOLDERS HOLDERS SHARES SHARES
Indimidual (certsficated) 6,940 7361 10,723,292 145

Indndual funcerbficated) 223 238 1,136,282 015

Nominee and Institutional Investors 2,264 2401 730,250,336 98 40

TOTALS 9427 10000 742,064,910 100 00
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SHAREHOLDER INFORMATION

USEFUL HISTORICAL INFORMATION

Share history of the Company

~  On 20 August 2007, the ordinary share capital was
consohdated on the basis of 12 new ordmary shares of
27'a pence for every 13 ordinary shares of 25 pence held
on the 17 August 2007 A special dividend of 53 pence
per share was paid in connection with the consolidation
on 31 August 2007

- On4 March 2009, a nghts 1ssue was announced onthe
basis of 12 new ordinary shares for every existing share
held on 17 March 2009 at a subscrption pace of 10
pence per share Each 27"z pence ordinary share in issue
was sub-divided and re-classified into one ordinary share
of one pence each and one deferred share of 26': pence
each The deferred shares were created for techmcal
reasons In order to maintain the aggregate nominal value
of the Company’s share capital upon sub-dviston of its
ordinary shares The very imited rights attached to the
deferred shares rendered them effectively valueless and
they were cancelled on 8 May 2009

—~ Inrefation to the acquisiton of Brixton, on 24 August
2009, SEGRO plc undertook a share conselidation, open
offer and private placng On 31 July 2009, every 10
ardinary shares of one pence each were consolidated into
one ordinary share of ten pence each and, 0 10484 open
offer shares of ten pence each were offered to every
shareholder of SEGRO plc who, on 13 July 2009, held
ten ordinary shares of one pence each The acquisition
of Brixton was conducted by a scheme of arrangement
Brixton shareholders were offered 0 175 consideration
shares of ten pence each in SEGRO pic for each Brixton
share held

SHAREHOLDER ENQUIRIES

If you have any questions about your shareholding or if you
require further guidance (e g to nohify a change of address)
please contact Equinitl, Aspect House, Spencer Road, Lanang,
West Sussex BN99 6DA, telephone +44 (0)871 384 2186
Alternatively, you can check your shareholding

and access dividend information by registering at

www shareview co uk, or you can securely send queries via the
website by visiting https //help shareview co uk

ELECTRONIC COMMUNICATIONS

Sharehelders now have the opportunity to elect to receve
shareholder communications electronically, e g Annual
Reports, Intenm Reports, Notice of the Annual General
Meeting and Proxy Forms You can elect to receive ermall
notifications of shareholder communications by registering
at www shareview co uk where you can also set up a bank
mandate to receive dividends directly to your bank account
and to submit proxy votes for shareholder meetings Receving
the Company’s communications electronically allows the
Company to commurucate with its shareholders in a more
environmentally fnendly, cost effective and timely manner

AGM
The 2013 AGM will be held at 11 00am on 23 Apnil 2013 at
RSA House, 8 John Adam Street, London WC2N 682

SHAREGIFT

ShareGilt1s a charity (registered under the name The O
Mackintosh Foundation, registered chanty number 1052686)
which specialises in accepting donations of small numbers of
shares which are uneconormuc to sell on their own Shares
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which have been donated to ShareGift are aggregated and
sold when practicable, with the proceeds passed onto awide
range of UK chanties ShareGift can also help with larger
donations of shares Further details about ShareGift canbe
obtained from their website at www sharegift org or bywriting
to ShareGift at 17 Carlton House Terrace, London, SWTY
5AH, telephone +44 (0207 930 3737

DIVIDENDS

A requirement of the REIT regime 15 that a REIT must
distribute to shareholders by way of dvidend at least 90 per
cent of its profits from the tax-exernpt UK property rental
business (calculated under UK tax pnnciples after the
deduction of interest and capital allowances and excluding
chargeable gains} Such distnbutions are referred to as
Property Income Distnbutions or PIDs Any further
distributions may be paid as ordinary divdends or PIDs, which
are denved fromn profits eamed by its UK, non-REIT taxable
business, as well as the Group’s overseas operattons

DIVIDEND REINVESTMENT PLAN

SEGRO operates a Dividend Reinvestmient Plan (DRIPYin
respect of PIDs and ordinary cash dvidends You can join the
DRIP online at www shareview co uk/products/pages/
applyforadrp aspx twhere you can also view the DRIP terms
and conditions) or by completing a DRIP mandate form If you
wish to receive a hard copy of the DRIP terms and condinons
or the DRIP mandate form please contact Equinits (see
shareholder enquines) The DRIP costs and charges are
detailed in the DRIP terms and conditions

WITHHOLDING TAX

SEGRO 15 required to withhold tax at source from 1ts PIDs at
the basic tax rate {20 per cent} UK shareholders need take

no immediate actron (unless they qualify for exempiion as
descnbed below} and will receive with each dividend payment
a tax deduction certificate stating the ameunt of tax deducted

UK shareholders who fall Into one of the dasses of shareholder
able ta claim an exemption from withholding tax may be able
to receive a gross PID payment if they bave subrmitted avald
relevant Exemption Declaration form, either as a beneficial
owner of the shares, or as an intermediary If the shares are
not registered in the name of the beneficial owner, to Equirut
(The Exemption Declaration form I1s available at www segro
com under Investors/Shareholder Information/REIT) Avahd
declaration form, once submitted, will continue to apply to
future payments of PIDs until rescinded, and so itis a
shareholder s responsibility to notify SEGRO if their
arcumstances change and they are no longer able to daim
an exemption from withholding tax

Sharehalders resident outside the UK may be able te daim a
partial refund teither as an indwidual or as a company) from
HMRC subject to the terms of a double tax treaty, if any,
between the UK and the country in which the shareholder
1s resident




GLOSSARY OF TERMS

COMPLETED PORTFOLIO

The completed investrnent and trading properties and the
Group's share of joint ventures' completed investment and
trading properties

DEVELOFPMENT PIPELINE

The Group’s current programme of developments authonsed
or in the course of construction at the balance sheet date,
together with potential schemes not yet commenced on land
owned or controlled by the Group

EPRA

The European Public Real Estate Asscciation, a real estate
industry body, who have issued Best Practices
Recommendations in order to provide consistency and
transparency in real estate reporting across Europe

ESTIMATED COST TO COMPLETION

Costs still to be expended on a development or
redevelopment to practical completron (not to complete
lettings), including attnbutable Interest

ESTIMATED RENTAL VALUE (ERV)

The estimated annual market rental value of lettable space as
determined biannually by the Company’s valuers This will
normally be different from the rent being paid

GEARING
Met borrowings divided by total shareholders’ equity
excluding ntangible assets and deferred tax prowision

GROSS RENTAL INCOME

Contracted rental Income recognised in the penod, incuding
surrender premiums and mnterest receivable on finance keases
Lease tncentives, inibal costs and any contracted future rental
Increases are amortised on a straight-hne basis over the

lease term

HECTARES (Ha)

The area of land measurement used in this analysis The
converston factor used, where appropriate, 15 1 hectare=
2471 acres

INVESTMENT PROPERTY
Completed land and buildings held for rental income return
and/or capital appreciation

JOINT VENTURE

An entity in which the Group holds an interest and which ts
jaintly controlled by the Group and one or more partners
under a contractual arrangement whereby decisions on
financial and operating policies essential to the operation,
performance and financal position of the venture require each
partner s consent

LOAN TO VALUE (LTV}

Net borrowtngs divided by the carrying value of total property
assets (investment, owner occupled and trading properties)
This 1s measured either on a look-through basss (including
joInt ventures at share} or wholly owned twhich excludes

joint ventures}

NET EQUIVALENT YIELD

The internal rate of return from an nvestment property, based
on the value of the property assurming the current passing rent
reverts to ERV and assurming the property becornes fully
occupied over time

NET INITIAL YIELD

Annualised current passing rent less non-recoverable property
expenses such as empty rates, divided by the property
valuatton plus notional purchasers’ costs This 1s 1n accordance
with EPRA’s Best Practices Recommendations

NET RENTALINCOME
Gross Rental Income less ground rents paid, net service
charge expenses and property operating expenses

NET TRUE EQUIVALENT YIELD
Net Equivalent Yield assuring rent is recerved quarterty
inadvance

PASSING RENT

The annual rental mcome currently recervable on a property
as at the balance sheet date (which may be more or less than
the ERV) Excludes rental ncome where a rent free pegiod 15 n
operation Excludes service charge ncome (which 1s netted off
against service charge expenses}

PRE-LET
A lease signed with an occupier prior to completion of a
development

REIT

A qualifying entity which has elected to be treated as a Real
Estate Investment Trust for tax purposes In the UK, such
entities must be listed on a recognised stock exchange, must
be predominantly engaged in property investment activities
and must meet certain ongoing qualfications SEGRC plc
and its UK subsidianes achieved REIT status with effectfrom
1 January 2007

RENT ROLL
See Passing Rent

SPECULATIVE DEVELOPMENT
Where a development has commenced prior to a lease
agreement being signed In relation to that development

SQUARE METRES {sq m)

The area of buildings measurements used 1n this analysis The
conversion factor used, where appropnate, 15 1 square metre =
10 7639 square feet

TAKEBACK
Rental Income lost due to lease expiry, exercise of break
option, surrender or tnsolvency

TOPPED UP NET INITIAL YIELD

Net Initial Yield adjusted to include notional rent inrespect of
let properties which are subject to arent free period at the
valuation date This Is In accordance with EPRAs Best Practices
Recommendations

TOTAL PROPERTY RETURN (TPR}

A measure of the ungeared return for the portfolio and 15
calculated as the total realised and unrealsed property gain
or loss plus net rental Income, expressed as a percentage of
capital employed

TOTAL SHAREHOLDER RETURN (TSR)
A measure of return based upon share price movement over
the penod and assurning reinvestment of dvidends

TRADING PROPERTY
Property betng developed for safe or one which 1s being held
for sale after development 1s complete
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GO ONLINE

To keep up to date with SEGRO, you can source facts and
figures about the Group through the vanous sections on our
website and sign up for email alerts for fast commumnications
of breaking news

Financial reports, shareholder information and property
analysis are frequently updated and our current share pnce
1s always displayed on the Home Page

As well as featuning detailed information about available
property throughout the portfolio, wiww.segro com now also
includes a dedicated property search function making it easy
for potential customiers, or their agents, to find business space
that fits thewr requirement exactly SEGRO's performancein
areas such as sustanability and customer care are also
featured on the site www segro com

OTHER PUBLICATIONS

Addmonal disclosures on our property portfclio can be
found in the 2012 Property Analysis Booklet. Simply wisit
www segro com for this document and further information
an Sustainability

FORWARD LOOKING STATEMENTS

This Anrual Report contains certan forward looking statements
with respect to SEGRO s expectations and plans, strategy,
management objectives, future developments and performance,
costs, revenues and other trendinformation These statements
and forecasts Involve nsk and uncertainty because they relate

to events and depend upon arcumstances that may occur In
the future There are a number of factors which could cause
actual results or developments to differ matenally from those
expressed or implied by these forward looking statements and
forecasts Certamn statements have been made with reference to
forecast process changes, econarmic conditions and the current
regulatory ervironment Any forward looking statermments made
by or an behalf of SEGRO speak only as of ihe date they are
made SEGRO does not undertake to update forward looking
statements to reflect any changes in SEGRO’ expectations

with regard thereto or any changes in events, conditions or
circumstances on which any such staternent 1s based Nothing
in this Annual Report should be construed as a profit forecast.
Past share performance cannot be relied on as & guide to future
performance
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