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Land Securities Group PLC provides commercial
accommodation and property services to a wide range of
occupiers across the United Kingdom. Our objective is to
create long-term and sustainable returns for our shareholders
through our activities, which include property investment,
development and total property outsourcing.

We focus on investing in four sectors of the commercial
property market: offices and shops in central London,
shopping centres, out of town retail parks across the

UK and south-east industrial.

Our development activities include delivering retail-led
regeneration in several major UK cities, brownfield site

regeneration in the south-east and new office schemes
in central London.

We are leaders in the new market of total property
outsourcing where we provide accommodation and
property-related services to Government and major
corporations.

Working together with our employees we aim to fulfil
our objective of becoming the UK’s recognised leader in
the provision of commercial property accommodation
and property-related services.
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Highlights
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Adjusted diluted net asset value increased 5.2% to 1215p
(2002: 1155p)
Adjusted diluted earnings per share decreased by 0.9% to 50.36p
(2002: 50.81p)
Pre-tax revenue profit down 6.6% to £340.9m
(2002: £364.8m)
Substantially completed £541m return of capital to shareholders
High level of activity demonstrated by:
- £0.4bn of property sales
- £0.5bn investment in development and investment
property activities
- 617 transactions (rent reviews, lease renewals and
lettings) across the portfolio
Strong performance in retail portfolio substantlally offset
impact of weak central London office market
Development progressing well with 81,500m* completed this year,
250,600m? under development, and 52,000m? of lettings
Strong contribution to Group returns from Land Securities Trillium
Successful integration of Land Securities Trillium’s two major new
contracts during the year
10 million m? of commercial property owned or
under management
Proposed dividend increase of 4.4% to 35.5p (2002: 34.0p)
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Financial highlights

lEvenue profit (pre-tax) {£

m) J [ Financial highlights

1999 292.7 31 March 31March
2003 2002 % change
2000 01.7
i B Gross property income
2001 {restated) 3234
Property investment ‘ E575.6m £579.0m ~0.6%
2002 3648 0 e -
s et Total property outsourc:ng (lncludlng 50% share of joint venture) £660, 2m £406.2m +62.5%
2003 GA0.Q e e e e e B R W
Property trading £3.7m £40.4m -90.8%
[Adjusted diluted earnings per share {pence} Total j £1,239.5m £ ‘1,025.6r11 +209%
I
1999 3886 Operatlng profit {total) ' £550.2m £516.8m +6.5%
2000 4063 Pre-tax profit ! £319.6m £363.5m -12.1%
2001 (festatEd) 44.89 Add back: profit on fixed asset property sales, bid costs.and
exceptional items {pre-tax) £21.3m £1.3m
© Revenue profit {pre- tax)‘ £340.9m _E3648m ~65%
Adjusted diluted earnings per share 50.36p 50 81 [3 -09%
r Dividends per share [pence) _I Earnings per share (basic} 46.46p ~76%
1999 29.50 Dividends per share 35.50p
2000 31.00 Interest cover (times)? 2.42 298
2003 35.50 Carrying value of investment properties® £7,823.9m £7,80C.0m
Net borruwmgs £2 539 3m E1 942.1m
E““,ted .ne,t BSSE‘tS pel' smre (pence) LT rn T T TC T TP PP DT PP P PP P RP PR TP EP PRI EPTEPPPRRRTEDR, SOPPUIFTPPERPPRNIIPPITURIETP SOPYRRIPTPITURIEPPIPOPURIUITL PRSPPI
Equlty shareholders’ funds . £5,532.7m £6,036,6m
1999 975
......................................................................................................... Gearing (net)® 47.3% 32.2%
2000 1090
2007 (restated) I 1130 1 Excludes results of fixed asset property sales, bid costs and exceptional items (deficit on purchase and redemption
of convertible bonds, cost of cancellation/novation of interest rate swaps and the costs of reorganising the Group)
2002 1132 z  Exrludes results of fixed asset property sales, bid costs, exceptional items and deferred tax arising from capital
N allowances on investment properties
2003 1188

Adjusted diluted net assets per share (pence)

2001 {restated) 152
2002 1155
2003 1215
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Number of times gross interest payable {ie.pre-capitalisation) is cavered by cperating peafit and intecest receivable but
excluding the activities of Telereal, the exceptional deficit on purchase and redemption of convertible bonds and the

" exceptional cost of cancellation/novation of interest rate swaps
Excludes the additional deferred tax arising from capital allowances on lnvestment properties
Macket value less UITE 28 adjustment; investment properties in this note refer to those properties included in the
investment portfolio as defined in the Glossary (page 87)
Met borrowings (including bank overdratts Less short term deposits and cashl, at book value, plus non-equity B shares
and preference shares as & percentage of equity shareholders’ funds
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Chairman’s statement

Peter G. Birch
Chairman

Over the past 12 months, against a background
of world instability and uncertainty in global
economies and financial markets, the Group's
results continue to demonstrate the fundamental
benefits of a soundly financed and well managed
asset-backed business. The investment portfolio
valuation benefited from a strong performance
by our retail assets which substantially offset the
impact of the downturn in the central London
office markets. Adjusted diluted net asset value
per share has increased by 5.2% to 1215p.This
represents good progress given the difficult
market conditions.

The protection afforded to shareholders by our
diversified portfolio, the quality of our occupiers
and strong revenues from Land Securities Trillium
underpins the Group'’s progressive dividend

policy and we are increasing the dividend by

1.5p, maintaining our long record of year-on-
year increases.

(CanQ.
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Qur strategy

More than three years ago we recognised

that asset accumulation alone would no
longer deliver sufficient shareholder returns in
a period of low inflation. To mitigate this we
reviewed our business, its operations and areas
of activity.

Since then our core objectives have been to:

- Focus our investment portfolio on four
sectors of the UK commercial property
market which we believe will benefit in the
long-term from constraints on land supply.

Increase the scale of our development
activities and operate in areas which are less
accessible for competitors without our
scale or skills base.

.

Enter into total property outsourcing which
is stitl an immature market that we believe
has strong growth prospects, as evidenced
by the success we have had, since acquiring
Trillium, in winning new contracts.

.

Develop our people to ensure that they have
the appropriate skills to deliver our objectives.

Ensure that we have an appropriate capital
structure and financial strategy.

* Promote better retationships with our
oceupiers and clients.

LAND SECURITIES ANNUAL REFORT 2003

Our achievements

We are still in the process of delivering our
strategy and five year business plan which aim
to create long-term and sustainable returns
for our shareholders.

In the period since announcing the
restructuring of our business our
achievemenits include:

Restructuring the business into three units,
which allows for the efficient allocation

of capital and effective performance
measurement of both our activities and
our people.

Completing £1,360m of sales and £840m
of property acquisitions.

Completing 300,000m’ of development
and starting over 500,000m’ of new
schemes.

Winning two major new total property
outscurcing contracts with the BBC and BT,
through the Telereal joint venture.

» Enhancing our skills base through the
recruitment of new people at all levels
of the business.

Returning more than £500m of equity to
our shareholders.

Continuing our unbroken record of growing
our dividend at an average growth rate per
annum of 4.6%.

Providing a total return of nearly 11%, as
compared to a FTSE 100 Index total return
of negative 40% and a positive 3% for
FTSE Real Estate (31 March 2000 to

31 March 2003).

Chairman's statement

Our objectives

While the achievement of our objectives is
always influenced by market and economic

- conditions we have made good progress to

date and remain on track to continue to grow
the business. Qur future objectives will be to:

+ Focus on our customers with products
that meet their needs.

+ Continue to grow our total property
outsourcing business by winning new
contracts and expanding existing ones.

» Complete and let our development
programme,

+ Maximise the returns from our
investment portfolio.

+ Build and retain the best team in the
property industry.

« Focus on earniings generation from our
capital investment to drive total returns,

05
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Chairman's statement

Results

This year’s figures have been impacted by a
number of exceptional factors. These include
the return of capital, higher interest payments
and certain costs relating to financing
transactions. Pre-tax profit of £319.6m, which
is posted after the exceptional costs,
including those incurred on various financial
transactions, decreased by £43.9m. Revenue
profit (our measure of underlying pre-tax
profits} alsc decreased by 6.6% to £340.9m,
mainly as a result of £13.5m of additional
interast incurred to finance the return of
capital and the dilutive effect of sales in the
past two years. Adjusted earnings per share
(calcutated on revenue profits) were 2.4%
lower at 50.39p per share {2002:51.61p

per share).

Activity levels remained high. The Group
realised £436.3m from the sale of properties
and the release of equity from the London
Hilton and received a total of £80.6m in
capital repayments from Telereal. We invested
£613.2m in our portfolio, development
activities and total property cutsourcing. The
Group also completed a capital restructuring
which resulted in a return of capital of
£511.1m to shareholders last September.

A further £18.8m of B shares were redeemed
in April, 2003, leaving £11.5m outstanding.

06

The Board recommends a final dividend of
26p per share, making a total distribution for
the year of 35.5p. The dividends paid and
proposed will be covered 1.4 times by post-tax
profits. The dividend will be paid on 28 july
2003 to shareholders on the register on

27 June 2003.

Investment portfolio valuation

Our total investment portfolio was valued at
£7.84bn (2002: £7.81bn), representing a 0.4%
increase in assets. After adjusting for sales,
acquisitions and expenditure the value
reduced on a like-for-like basis by 0.6% as
compared to the prior year. The retail and
retail warehouse portfolios performed
particularly well, with 7.8% and 10.0%
increases in value respectively, demonstrating
the benefits of the high tevels of asset
management activity and the more resilient
retail markets. This strong contribution to the
performance of our portfolio from retail has
been offset, once again this year, by a decrease
invalue in cur central London holdings.
Further details of the valuation results are
contained in the business analysis section

on pages 68 to 83.

Government

Woe have for some time been lobbying
Government on our own behalf and through
the British Property Federation to ensure that
it understands clearly the potentiat damage

of year-on-year increases in stamp duty.

Not only does this taxation unfairly penalise
property as an asset class compared to bonds
and equikies, but it also reduces liquidity in the
market and impacts the flow of capital into
major regeneration projects. We believe that
Government is beginning to recognise this and
were pleased that this duty was nat increased
again this year, but rather was reduced in
some areas where Government is hoping to
encourage regeneration.

We are also grateful that Government has
continued to leave the way open for dialogue
on issues such as stamp duty on leases and
lease-code reforms. We believe that the
industry has come a long way in terms of
providing occupiers with a wide range of
accommodation and lease terms and that
undue taxation and regulation will prevent
ow markets from operating efficiently.

LAND SECURITIES ANNUAL REPORT 2003




Given the Government’s commitment to
urban regeneration and attracting capital
investment into these major, long-term and
complex projects, we would encourage

it to consider a more tax-efficient vehicle
to encourage international and dornestic
investment in the UK property sector.
While most other G7 countries now have
tax-efficient vehicles, known as real estate
investrment trusts, we believe our ability to
attract new equity investment to fund
regeneration projects is being undermined
by the tax position of the UK quoted
property company. :

The Board

fn January 2003, the Board announced that
lan Henderson, Group chief executive, had
accepted its invitation to remain in his
position beyond his normat retirement date of
July to oversee and implement the delivery

of our plans and to allow for continuity of
teadership. Frantis Salway was appointed to
the new role of chief operating officer, taking
on a wider operational role supporting lan
Hendersan, while retaining his responsibilities
as chief executive of Development, Mark
Collins and lan Ellis, chief axecutives of
Portfolio Management and Land Securities
Trillium respectively, were appointed to the
Board in November 2002.

LAND SECURITIES AMMUAL REPORT 2002

We would also like to thank Giles Henderson,
who stepped down from the Board as a non-
executive director in November, for his
contribution to the Group’s progress. We are
delighted that Stuart Rose has agreed to join
the Board as an independent non-executive
director, bringing substantial retail expertise
to the Group. We are assessing the impact of
the Higgs and Smith recommendations on
corporate governance and audit committees.
In due course, we will appoint a senior
independent director and create a Board
nominations committee.

Peaple

We have a great team in place and, during
the year, my colleagues throughout the
organisation have continued to demonstrate
enthusiasm and a positive approach to the
new way in which we are conducting our
business and the changes for them that this
entails. | would like to thank them for their
valued contribution to our progress,

Qutlook

During the 12 months under review, property
as an asset class continued to perform
strangly, showing a total return of 9.3% as
compared to 11.3% for bonds and a negative
return of 30.0% for equities reflecting

investors' current preference for low-risk, cash
positive investments. Demand for investment

property with long-term leases continues to
be strong while interest rates remain low.

Chairman's statement

In our view, retail currently offers greater
petential for total returns than offices in the
short term. For Land Securities Trillium, market
conditions are more attractive, as corporations
continue to seek operational efficiencies and
ways to release capital for investment in their
core activities, both of which can be achieved
through total property outsourcing.

While the economic outlook remains
challenging, both in the UK and around the
world, the diversified nature of the Group's
activities, its sound financial base, strong
management team and focus on customer
service mean that we are on track to continue
to deliver our strategy. The Board's confidence
in the fundamental soundness of your
business is demonstrated by the increased
final dividend payment.

07
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Chief executive's review

Jan | Henderson
Group chief executive

During these demanding times, we have been
rigorous in our approach to managing the Group
to ensure that we maintain our reputation for
delivering consistent results in difficult
economic and property market conditions.

We are not complacent and recognise that we
have to work hard to increase income at a time
when our business partners are facing challenging
conditions.We are pleased that the results show
a strong contribution from our new division,
Land Securities Trillium.

L b
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In & capital-intensive business with significant
investment plans, we are mindful of the
importance of providing investment returns
that exceed our cost of capitat. While this
remains challenging given the London office
market conditions, all our activities are
evaluated against the target returns we have
set for each business unit.

Structure of the report

We have consistently endeavoured ta remain
at the forefront of our industry in terms of
reporting and disclosure standards. This year
we have changed the format of the report to
improve clarity and to present all the analysis
pertinent to the Group in one place.We have
included on pages 68 to 83 a business analysis
section that comprises details of the valuation
and its analysis, a market report and a number
of statistics in respect of the investment
portfolio, our development programme and
our total property outsourcing activities.

We hope that you find this new format helpful.

LAND SECURITIES ANNUAL REPORT 2003

Portfolio management

The Group's investment portfolio, the
majority of which is managed by Portfolio
Management, underpins our activities. The
total portfolio is diverse, with 254 properties,
2,000 occupters and low property specific risk.
The portfolic is now structured to provide the
protection offered by diversity while, at the
same time, being sufficiently focused to give
us market leading positions in most of our
areas of activity.

We have and will continue to recycle the
capital invested in the portfolio through an
active programme of sales and purchases to
ensure that the properties we own provide
future growth opportunities. As described
in more detail in the Portfolio Management
review on pages 16 t0 19 we are driving the
performance of our properties through
intensive management.

Chief executive's review

From left
lan Ellis, Francis Salway, lan Henderson,
Andrew Macfarlane and Mark Collins

Development

In our interim report in Novemnber we said
that we believed one of our competitive
advantages is our gbility to maintain our
development activity through market cycles,
This remains the case. However, we regularly
review the timing and extent of our
development programme in light of market
conditions to ensure that the risks involved
are manageable when markets weaken,

The Group’s financial strength and internal
risk management controls altow us to add value
by progressing aspects of the development
programme in such a way that we position
schemes for future construction to take best
advantage of improving markets. As a result,
we have scaled back our central London
actlvities but will progress our retail
development programme and the projects

at Kent Thameside.

09
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Chief executive's review

Total property outsourcing

We believe that the prevailing market
conditions are positive for Land Securities
Trillium, as occupiers seek to release capital
and focus on their core business activities.
The current contracts are performing well and
maaking a significant contribution to Group
income. Although progress has been slower
than anticipated in concluding new business
we are active in a greater nurmber of
negotiations than seen previously and
maintain our ambitions of growing this
business so that it contributes 25% of our
future operating profits in four years’ time,

Customer service

We are making good progress with our focus
on customer service and have been active in
building strong relationships across the Group
with our accupiers and clients. The introduction
of & Group client relationship management
system has allowed us to formalise relationship
management procedures across the business
and help ensure that we are pro-active in
responding to our customers,

To date, the results of customer surveys across
Group activities have been encouraging. In an
independent survey condticted with retailers
in nine of our centres, 80% of those surveyed
would be willing to recommend Land Securities

10

as a landlord. The survey highlighted sorme
areas where we could improve our performance
and, although we exceeded the benchmark on
most criteria, we continue to look at how we
can further enhance our service levels. We
were also delighted to note the impressive
customer satisfaction ratings arising from
surveys among our customers in the
Department for Work and Pensions ('DWP’)
and the BBC.

Competitive environment

Although the UK property market is relatively
mature, there are numerouys apportunities to
create value through development, active
management and the provision of efficient
customer service, There are also emerging
markets and sectors where we can exploit our
competitive advantages of financial strength,
scale and the ability to innovate. The first of
these is total property outsourcing. While this

- market is still in its infancy and competiticn is

fragmented, we believe that not only the
strength of our balance sheet but also the
infrastructure and expertise we now have in
place at Land Securities Trillium should enable
the Group to lead this market. The second is
major regeneration projects, where we can
take a long-term approach to master planning
complex schemes, white realising value
throughout the life of the scheme. This is

evidenced by our project at Kent Thameside.
Third, we believe that continuing to drive
innovation in the marketptace through
products such as Landflex will keep us at the
forefront of our industry in terms of
anticipating future trends and meeting our
customers’ changing accommodation needs.

The downturn in the central London office
market, particularly in the City, has adversely
affected the performance of this part of the
investment portfolio and our ambition to
generate returns from development may,
therefare, be delayed. However, the central
London market comprises a series of sub-
markets, all of which have different cccupfer
characieristics. With a range of development
opportunities in several of the core sub-
markets, we are one of the few businesses that
can satisfy occupier demand for new, large,
modern office buildings across central London
between now and 2008.

London is one of the main engines of the UK's
growth and it is essential that we maintain its
attraction to business at large as one of the
foremaost glebal financial centres. The
infrastructure of the capital continues to be
neglected, although the Prime Minister’s
recent commitment to chair the Thames
Gateway Committee is encouraging. It is vital

LAND SECURITIES ANNUAL REPCRT 2003




that this commitment is translated into a real
investment in both existing services and new
ones such as Crossrail.

At present, the retail property environment
remains stable, although it continues tc be
dependent on consumer demand. Any
downturn will inevitably affect retailers’
profitability, their growth plans and demand
for retail space. However, retailers are
adapting quickly to changing consumer
demands and new entrants continue to seek
to build their presencein the UK market. With
a portfolio of dominant shopping centres,
developrment plans for six major new schemes
and a large number of retail warehouse parks,
we are well placed to strengthen cur
relationships with retailers and satisfy their
requirements.

As aresult of the changes in our business,
we have invested in new skills and new
operations, While this bas resulted in an
increase in the Group's cost base, we have
thoroughly reviewed costs to ensure that we
are maximising efficiencies and benefiting
from the econamic advantages of our scale,

LAND SECURITIES ANNUAL REPORT 2003

Financial structure and strategy

As reported in the financial review on page 13,
following the review of our capital structure
and financial strategy in 2002, we established
that we had surplus equity capital after taking
into account the capital required to execute
our business plan. As a result, during the year
we carried out a structured return of capital to
shareholders which contributed to arise in the
Group’s gearing to 47.3%. Subsequently, we
also issued £600m of bonds to refinance
short-term bank debt.

While continuing to invest in total property
outsourcing and development, we still remain
committed to pursuing a prudent financial
strategy and a progressive dividend policy.

Recognising that the business has grown more
complex, we compteted during the year a
review of the Group's finance function. This
resulted in a number of changes, including the
creation of a Group Tax, Treasury, and
Insurance department to strengthen and
integrate these functions.

Chief executive's review

Risk management and business planning
We continue to evaluate our risk management
pracesses, As a result, we have implemented

a new risk management procedure across the
business and put in place a comprehensive risk
management plan that has been reviewed and
approved by the Board. We are satisfied that
the level of risk within the organisation is
commensurate with a business of our size

and believe that we have the appropriate
controls and procedures in place to manage
this risk effectively.

We have also augmented the Group's business
planning process by adopting the balanced
scorecard approach, to ensure that our

people and our business units are firmly
focused on achieving the Group’s long- and
short-term goals.

Prospects

We look forward to taking advantage of the
opportunities that today’s markets offer and
believe that our strategy, pecple and financial
strength leave the business well-placed to
make good progress across all its operations.

11
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Financial review

Andrew Macfarlane
Group finance director

Profit before interest and tax (including joint
ventures) for the year to 31 March 2003 was
£591,9m (2002; £530.2m). This represents an
11.6% increase over the previous year and was
driven by twa main factors:

+ a full year's contribution from Telereal, our
50:50 joint venture with The William Pears
Group; and

= profits of £43.5m (2002: £19.2m) from the
sale of operating, trading and investment
properties.

At the pre-tax tevel, profits decreased by
12.1% from £363.5m to £319.6m largely as
a result of exceptional costs related to our
capital reorganisation, convertible bond
redemptions and new debt issues, Revenue
profits declined by 6.6% to £340.9m

(2002: £364.8m), due to increased interest
costs related to the return of capital in
Septermber 2002 and the dilutive effect of
property sales over the last two years.

After capitalisation of interest on
developments, total interest charges were
some £115.0m higher than the prior year,
of which nearly half can be attributed to the
full year effect of Telereal and the balance
to exceptional interest costs incurred in
redeeming convertible bonds and cancelling
surplus interest rate hedges, following our

12

bond issues. The Group's gross interest
payable, excluding Telereal, was covered

2.4 times by operating profits compared with
3.0 times in the prior year.

During the year, we divested investment and
operating properties with a book value of
£539.1m (2002: £510.4m) generating an FRS3
profit of £41.7m, compared with £13.4m in
the previous year, This includes our share of
Telereal property disposals. Property disposals
also crystailised revaluation surpluses earned
in prior years of £281.2m.

Profit after tax was £229.9m {2002: £263.6m)
equivalent to a 7.6% decrease in basic
earnings per share; however adjusted earnings
per share onty fell by 2.4% and the Directors
are recommending a total dividend for the -
year of 35.5p per share (2002: 34.0p), a 4.4%
increase, If approved, this will result in a final
dividend of 26.0p per share (2002: 24.95p).

At this level, adjusted dividend coveris

1.5 times {2002: 1.5 times).

In absolute terms, the year end market value
of the portfolio was some £33.1m higher than
the previous year, an increase of 0.4%.

This reflects increased development capital
expenditure and the impact of property
purchases and sales. However, the value of
our like-for-like portfolio, and certain
development schemes has declined, resulting

in a valuation deficit for the year of £56.8m,
after taking into consideration the accounting
movement of £5.2m on the UITF28 debtor.
The valuation deficit has been offset by
£62.5m of retained earnings and this, coupted
with the impact of our return of capital,
resulted in an adjusted diluted net asset value
per share of 1215p (2002: 1155p), up 5.2%
over the year.

In terms of cash flow, the Group realised
£436.3m {2002: £549.2m) from property
divestment and secured £80.6m from Telereal.
These funds have been reinvested in the
business and we returned £511.1m to
shareholders during the year, spent £301.4m
on investment property development
expenditure and £311.8m on property
acquisitions, including the costs incurred by
Land Securities Triflium in constructing White
City Il for the BBC. Overall, there was a net

-cash outflow of £177.2m during the year

before financing and return of capital

to shareholders {(2002: £219.2m).

Net indebtedness increased by £647.2m

in the year to £2,589.3m (2002; £1,942.1m)
resulting in year-end gearing of 47.3%
(2002:32.2%).

Over the last year, the Group’s pre-tax total
return (that is the percentage increase in pre-
tax net asset value per share, plus dividends)
was 8.2% compared with our estimated cost
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of equity of 9.1%. Total returns were heid back
this year as a result of the difficult London
office market,

During the year, we arranged to return
£541m to shareholders. This was achieved by
intreducing a new halding company for the
Group, combined with a B share issue to

all shareholders. Approximately 94% of
shareholders elected for animmediate
redemption of their B shares in September

at a cash cost to the Group of £511.1m, with
afurther 3.5% redeeming their B shares in
April 2003 at a cash cost to the Group of
£18.8m. The remaining 11.3m B shares are
next redeemable in October 2003, At the same
time we effected a capital reduction, which
created some £3.71bn of distributable reserves
in the new holding company, providing
significant flexibility for the future.

The return of capital and the purchase of
convertible bonds had a positive influence on
earnings per share and net asset value per
share, while also reducing the diluted share
capital of the Group.

The Group has a defined benefit pension
scheme. The scherme, which had gross
liabilities of some £95m as at 37 March 2003,
is now closed to new entrants. However,
during the year, the Group made a special cash
funding contribution of £9,0m following
which the current deficit of the pensicn

LAND SECURITIES ANNUAL REPORT 2003

Tarand treasury Finance

{froen left) {from left}

Stephen Leung and Richard Bushell,

Martinwood David Holt and
Lyndsay Smailes

scheme is approximately £18.6m. Cash
pension costs are expected to be some £1.5m
per annum higher than in previous years as a
result of a recent decision to increase funding
rates for the time being. New schemes will be
set up to meet obligations to employees
transferring to the Group under total property
outsourcing contracts.

In June 2002, the European Parliament
appraved a regulation requiring all listed
companies in the European Union to prepara
consolidated financial statements under
International Financial Reporting Standards
{IFRS) for financial years beginning on or after
1 January 2005 and this will apply to us for the
first time in the year to 31 March 2006. As
currently drafted, the implementation of IFRS
will have a marked irpact on financial
reperting for property investment companies.
However, it should also be noted that there is
considerable activity, both at the Internationat
Accounting Standards Board (IASB) and at the
UK's Accounting Standards Board, to refine the
reporting framework. The implications for the
Group are under active review and we will
provide an update when we report our half-
year results at the end of the year.

Financial review

Investment portfolio

Rental income decreased by 1.2% from
£525.9m to £5719.7m, reflecting the sale of
mature assets over the last two years.
Adjusting for the effects of property
acquisitions and disposals, rental income on
properties owned throughout the last two
years increased by £24.8m. The main
contributors to this increase were £20.8m
from reviews and renewals and £10.2m from
the letting of new developments, which were
offset by a loss of £7.5m due to the vacation
of buitdings for redevelopment. Some £39.8m
of rental income was lost on disposals offset
by £8.8m from property acquisitions. The cost
of bad and doubtful debts was some £1.6m,
equivalent to approximately 0.3% of the rent
roll (2002:0.3%).

During the last 12 menths, the net
reversionary potential of the portfolio,
excluding voids has reduced to 5.1% at

31 March 2003, compared with 5.6% at the
end of the prior year. The mean weighted
unexpired lease term over the portfolio as a
whole is 11.2 years, assuming all lease breaks
and expiries occur.

During the year we divested investment
properties with a book value of £396,1m
(2002: £498.1m), at an average rental yield
of 7.0%, realising profits on sale of £26.5m
and crystailising £234.3m of previous
valuation surpluses,
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Financial review

l_Tnvestment portfolio activity Yearto 31 March 2003 l
Acquisitions/ Proceeds from sales and FRS3 profit
developments £m other divestments £m £m
Retat/leisure 1708 "o 142
;ffices 7 258.1 127.2
Warehouses and ndustralproperies 201 180 29
Hotels leisure, residential and other 29.3 159.5 4.7
Total 478.3 4226 ) 26.5
Development gross property income (2002: 40%). This

The projects that comprise the current
development programme are listed in the
development pipeline schedule on pages 76
to 77.To be included in the programme, a
project must have, or be close to obtaining,
final approval to proceed (although that
approval may be conditional on the receipt of
planning consent or obtaining an appropriate
level of pre-lets). For reporting purposes we
retain properties in the programme until they
are 95% let.

The carrying value of development
programme assets, (which excludes the BBC
development at White City, trading properties,
proposed developments and the project at
Kent Thameside) was £967.4m at 31 March
2003 {2002: £790.8m). During the year, we
spent £291.1m on the development
programme, and capitalised associated
finance costs of £30.8m.

The estimated future cash spend required to
complete the development programme,
excluding interest, will be approximately
£440m. Proposed developments (excluding
Kent Thameside) have a current carrying value
of £180m and the estimated future cash
spend required to complete these schemes, if
we proceed with them, is approximately
E00m, excluding interest.

Total property outsourcing

tand Securities Trillium {including our share of
Telereal) generated some 53% of the Group's

14

business unit is now making good progress
towards achieving 25% of our operating profit
in the medium term,

Revenue and profits from the PRIME contract
have exceeded expectations and we also
earned fees on the substantial programme of
capital works that we managed on behaif of
the DWP. On the BBC contract, we incurred
£111.8m ine the year on the canstruction of
the White City |l building with an estimated
£99.3m (excluding interest) to be spent
mainly over the next year. We have incurred a
full year's start-up operating loss on this
contract, but expect it to become profitable
when the new building is occupied by the BBC
later this year.

Telereal has made a good contribution to’
earnings, despite a reduction in unitary charge
reflecting the sale of its investment properties
during the year. Sale proceeds were £270m,
generating a profit on disposal of £18.8m,
with our share being £9.4m. This transaction
and Telereal's profits enabled the joint venture
to return £80.6m to us during the year.
Tetereal's profits are growing in line with

our expectations.

Taxation

The cash tax charge, equivalent to 12.1%
(2002: 25.6%) of profit on ordinary activities,
reflects the benefit of capital allowances from
developments, refurbishments, acquisitions
and financing transactions during the year.

The financing benefit is unlikely to recurin
future periods and the 2002/3 cash tax rate
may nat be representative of our tax position
for the future. The requirement in FRS19 to

‘make full provision for timing differences

means that, in profit and loss account terms,
our reported tax rate for the yearis 28.1%
(2002: 27.5%) and the factors causing this are
explained in the notes to the accounts.

Following the latest praperty valuation and
assuming that all properties are sold at the
revalued amounts without any tax mitigation,
the Group has an estimated potential capital
gains tax liability in the region of £435m
(2002: £535m). However, as indicated in the
notes to the accounts, it is unlikely that such
an amount would be payable even in the
event of a sale of all investment property
assets. In particular, the sale of property
portfolios by means of the disposal of certain
asset-owning companies would reduce this by
some £110m.

Treasury management

The treasury function operates under
delegated authority from the Board and
maintains policies and procedures which
manitor, control and report on interest rate,
liquidity, credit and other financial risks,
The function operates as a cost reduction
centre rather than a profit centre.

The Group’s finance policy is primarily based

on an unsecured funding strategy which
the Board believes offers the right balance
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Financiat review

Performance measures for the four years ended 31 March 2003 lForecast spend an development pipeline o
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1 year 2 years 3 years 4 years 02/03 02/03  2003/04 2004/05 2005/06 2006/07 2007/08 E
Forecast  Actual m
o0 I wacc [ investment praperty return Development programme BBC £
. Praposed developments [j 02/03 Farecast E 02/03 Actual
Average: Foryear Cver2yrs Over3yrs Qver 4 yrs
iPD 6.6% 6.0% 4% 9.0% Includes BBC, excludes Kent Thameside and interest
Total investment property return 6.0% 5.6% 7.2% 8.8%
Pre-tax weighted average cost of capitat 15% 80% 8.1% 84%
between debt capacity, flexibility and cost. reduction in long-term interest rates since the .~ were cancelled as surplus to requirements,
In limited circumstances the Group will still Group's fixed rate borrowings and interest leading to a £23.5m exceptional interest
consider secured funding, but only after rate hedges were originally taken out. After charge in the profit and loss account.
carefully reviewing the impact on its tax, the implied adjustment to the Group's
unsecured finance sources. net asset value would be to reduce reported The Group had a net cash outflow before the
diluted adjusted net assets per share by 90p use of liquid resources and financing of
The Group uses interest rate swaps to hedge (2002: 60p). £177.2m for the year (2002: £219.2m),
the interest rate exposure on floating rate primarily attributable to its return of capital,

debt and to protect the cost of future
borrowings. Due to the [ong-term nature of
property investment and our expectation of
increased gearing in the medium-term, we
aim to take advantage of low interest rates to
hedge the majority of our debt. The business
has minimal direct foreign exchange
exposures and consequently there are
currently no foreign exchange hedging
contracts in place.

To provide access to immediate liquidity and
to inject additional funding flexibility, the
Group has in place two committed syndicated
bank facilities. At the year-end, the total
committed facilities available to the Group
were £1.5bn, of which £0.6bn was utilised.

At 31 March 2003, the average maturity of
the Group's debt was 13.3 years {(2002: 14.1
years) or 16.3 years (2002: 16.2 years) if
short-term bank facilities are excluded,
reflecting the long-term nature of property
investment.

At the year-end, the fair values of the Group's

financial liabilities exceeded book value by
£598.5m (2002: £474.9m), mirroring the
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At the time of our return of capital in May
2002, redemption notices were issued to the
hatders of our convertible bonds as these
bonds were beginning to convert, with
bondholders taking advantage of the
difference between the share and conversion
prices. 5o, where the opportunity arose at
appropriate prices, we purchased bonds in the
market to pre-empt conversion and
successfully acquired some 80% of the bonds
outstanding at 31 March 2002. This resulted in
an exceptional loss of £28.2m, which is tax
deductible and is reported as an interest
expense in the profit and loss account. The
amount of share capital to be returned to
shareholders is £541m which reflected £48m
of nominal new equity capital created as a
result of bond canversions.

The purchase of the corvertible bonds and the
return of capital to shareholders was financed
by a new £1.5bn syndicated bank facility.
£600m of our bank debt was subsequently
refinanced by two new unsecured bonds, a
5.875% £400m bond maturingin 2013 and
a6.375% £200m bond maturing in 2024.
Following this transaction, £700m of bank
facilities and £300m of interest rate swaps

capital expenditure and investrnent activities.

Insurance

In common with other property owners, our
insurers are applying terrorism exclusions to
our policies as they become due for renewal in
2003.The Group continues 1o buy the most
comprehensive terrorism insurance cover
available from the Government-backed Pool
Reinsurance Company Limited.

Going concern

After reviewing detailed profit and cash flow
projections, and taking account of available
bank facilities and making such further
enquiries as they consider appropriate, the
Directors are satisfied that the Company and
the Group have adequate resources to
continue to operate for the foreseeable future.
For this reason, we have continued to adopt
the going concern basis when preparing the
financial statements,

AN !)\z\/}\,—»
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Portfolio management

managing property creatively

‘We needed to change the way in which we traded at
three locations in Land Securities’ shopping centres. From
the very beginning they were extremely co-operative and
we are delighted with the solution they have provided.
They really set the standard for the way in which a retailer
and its landlord should work together.’

Michael Ziff, Chief Executive, Stylo PLC
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Portfolio management

‘The transactions with Stylo demonstrate that if you build
strong relationships with retailers, based on mutual trust,
both parties can benefit. Each transaction had to be
negotiated separately but Stylo are now trading more
profitably and we have been able to generate additional

income from new lettings.’

During the year to 31 March 2003, the resilient
performance of the investment properties

in difficult market conditions demenstrated
clearly the benefits of a diversified portfolio
and active asset managernent programme.
Excluding the development programme,
investrment properties showed a modast
decrease of 0.3%. The increase in value of our
retail and retail warehouse properties, which
together now represent approximately 50% of
our assets, offset the decline in value of our
central London office properties. For full details
of the investment portfolio valuation, refer to
pages 6810 83.

The high level of management activity is shown
by the 617 transactions (rent reviews, lease
renewals and lettings) carried out by Portfolio
Management. As a direct result of this activity,
annual rents payable grew by 3.4% over the
past 12 months on a like-for-like basis.

LAND SECURITIES ANNUAL REPQRT 2003

Landon Hilton
In August 2002 we entered
inta a venture with London

Clive House
Last May we agreed alease
extension and refurbishment

and Regional Properties of Clive House, the former

which altowed us 10 refease Passport Office for the Lond
£154.1m of equity from the Chancellor's Department,
London Hilton and transfer pending this Department’s
management of the move toour building at
Propanty to theventure, Queen Anne's Gate,
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Rent reviews and lease renewals have been
settled at an average of 7.3 % above our

valuer’s assessment of estimated rental value.

Excluding properties in development, voids
across the investment portfolic are 1.6%,
which although slightly higher than the prior

12 months, have been kept to this low level
as a result of the management activities
undertaken across the portfolio. This figure
rises to 2.1% if all properties under
refurbishment are included and to 2.3%
with predevelopment voids.

Investment properties - impact of development

Capital valuation surplus/{deficit) — year to 31 March 2003 J

Investrent properties Investment

excluding developments pertfolio Difference

% % %

Offices {8.9) {29) 1.0)

Shopping centres and shops 71 7.8 0.7
Rewlvarehosse 94| wo| o

Industrial 1.4 19 0.5
Hntels leisure, residential and other 29 31 0.2 )

Total ) ©3) {0.6) {0.3)

The above table illustrates how our retail and industrial properties in our development programme have contributed
pasitively to performance, but owr office developrment programme has impacted negatively.
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Portfolio management

investment acthvity

Investment activity over the last *2 months
remained modest. We purchased £122.0m

of assets, which included entering into a
forward funding agreement with Centros Miller
for a 32,500m? shopping centre in Maidstone
which is due for completion in 2005 and is
already 70% pre-let.

Of the £122.0m invested, the most significant
acquisitions included the purchase of the
superior interest in the Bon Accord Centre,
Aberdeen for £13.3m, and the acquisition of
Newspaper House,which forms part of our
MNew Fetier Lane, London £C4, holdings for
£19.8m. just prior to the year-end we acquired
a small portfolic of properties on the South
Bank in London from Sainsbury’s for £39.9m,
This acquisition, comprising four properties the
largest two of which are leased back to
Sainsbury’s, continues our strategy of investing
in properties that are income producing but
which offer medium-term development
opportunities.

The average yield on these purchases
{including the cost of stamp duty and
acquisition fees) was 7.4%.

To benefit from the strong central London hotel

investment market and to effect a release of
the equity generated during our ownership of
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Ciolng Places at Lakeside
Customer research has shown
that high street and shepping
centre retailers can add value
to the consumer’s experfence
inaut-of-town locations.Asa
result we completed lettings
to Marks & Spencer, Borders
Books, My Travel and Next at
Lakeside Retail Park, West
Thurreck.

Cobbett Park, Guilford

Last August we completed a
ten unit, 11,500m7 industrial
park in Guildford. Good
quality industrial space Is still
In high dernand m the south-
east and as a result we were
able to secure re<ord rents for
pre-lettings on the park.
Current tenants Include Big

Yellow Self Storage, BOC and
Colbornes.

the London Hilton on Park Lane, W1, we entered
into a venture in association with London and
Regional Properties in relaticn to the freehold
interest of this asset. This transaction returned
£154,1m of equity to the Group. -

We sold a further 21 investment properties for
£264.4m {net of sale costs). The average yield
on the properties sold and the equity release
was 7.0%. The FRS3 profit was £26.5m (6.7%
above book value), :

Central London

The value of aur central London office portfolio
declined by 9.0%, reflecting the continued
deterioration of market conditions and the
nature of this portfolio, where we have a
proportion of properties with shorter than
average leases but which have medium to tong-
term development potential. A more detailed
review of our lease expiry profile is contained
on page 71,

We continue to manage our central London
assets actively, having concluded 75 rent
reviews, 23 renewals and agreed 48 leases in
the period under review. As anticipated, as
leases terminate in our portfolio, investment
voids, excluding properties under refurbishment,
have increased marginally, but remain at a
manageable 1.8% (excluding 0.2% of property
under refurbishment). The central London

portfolio management team has been working
hard to renegotiate and extend leases in
developments where we have rescheduled the
future timing for redevelopment. Examples of
this are New Fatter Lane, where we have agreed
terms on 22 (out of 31) tenancies for occupiers
to stay beyond their original planned
termination date, and Castbourne Terrace,
whare we have agreed a short lease extension
with the existing office occupier and are in
negotiation for new leases with some of the
sub-tenants who have expressed an interest in
continuing occupation.

The submarkets in central London have
performed very differently with a more marked
deterioration in the City where we have 12% of
our assets compared with the West End where
we have 19% of our assets and where values
have hetd up much better,

Landflex

We are just beginning to market our new
Landflex product which we have developed to
offer office occupiers a more flexible
approach to planning their accommodation
requirements. The refurbishment of 7 Saho
Square, W1, is now complete, and 43% of this
building is now in solicitors’ hands. Empress
State, SWH, is on target for completion by
June 2003. We are currently in negotiation
with a number of occupters in respect of
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Landflex and, given the dectine in occupier
demand in central London, we are pleased with
the level of interest being expressed.

Shopping centres and shops

The vatue of our shopping centre and retail
praperties increased by 7.1% demonstrating
good growth from the retailer market and
reflecting the excellent results we have had in
our asset management activities. Across this
portfolio we have achieved 111 new lettings,
25 renewals and 254 rent review settlements
and voids are at 1.2%. We are continually
seeking opportunities to reconfigure or redevelop
new units to meet retailer requirements and have
projects underway in virtually all of our centres.

The existing strength of the portfolio and low
levels of voids has required the retail team to
work closely with occupiers to generate
oppartunities to improve our centres and
thereby increase rental levels. An example of
this active approach is the White Rose Centre,
Leeds, where, as a result of our activities, we
have increased rental values over the last 12
months by 13%. We are pleased that our efforts
to increase our focus on the customer have
already been recognised, as demonstrated by
positive results received from recently completed
independent, customer research on our retail
occupier base throughout the majority of our
shopping centres.

LAND SECURITIES ANNUAL REPCRT 2003

We are growing the income generated from
other activities such as car parking, advertising
and telecoms which this year increased

from £6.7m to £6.9m on a like-for-like basis.
One of our core objectives is to grow this
income further.

Retail warehouses

The value of the retail warehouse investment
properties increased by 9.4%, demonstrating
the very strong growth resulting from our
active management of the portfolio. Occupier
and investment demand for retail warehouses
remains robust and this market continues

to benefit from supply-side constraints and
also the changing dynamics of the retail
occupier base.

Across the portfotio we negotiated surrenders
and relettings and have taken back or agreed to
take back 27,320m? of which we have relet
25,520m7 at an average rental increase of 69%.
This includes small investments at Hendon and
Christchurch, which were subsequently sold at
a surplus of 34% after all costs.

At Lakeside Retail Park, West Thurrock, we have
agreed to take back several stores and we have
conditionally contracted with Marks & Spencer
to provide them with a store of 5,810m?,
anticipated to open in 2005.

Portfolic management

Warner Bros, Livingston
In Scotland the strength
of our retail offer was
demenstrated with the
Introduction of a host of
new high street retailers.

Scott Parsons

and Gary Sherwin

During the year we identiffed
the need to improve our
Business Development
<capabllities. We have

Warner Bros Studio stores appelnted Scott Parsons to
opened in our centres at head up a new unit, alongside
Livingston end tast Kitbride. Gary Sherwin 1o ensure we

maxirnise opportunities for
site acquisitions and other
transactions .

In addition to the 18,020m* of planning
consents, available for implementation as
reported in the Development Review, we have
11,200m? of consents, or 'minded to grant’
consents on existing parks. This includes
5,390m* at White City Retail Park, Manchester.

South-east industrial

The sector has remained stable and lettings
continue to be achieved on satisfactory terms
with modest rental growth. We continue to -
invest in our existing holdings and improve
rental levels, as demonstrated at our
refurbished scheme in Coulsdon. Our
refurbishrment programme currently equates
to 2.9% of the industrial portfolio, ensuring the
sustainable long-term future of our industrial
and warehouse products in an increasingly
competitive market. The programme includes

a major refurbishment of around 10,240m¢

at Hestan, Heathraw, which will raise the profile
of our overall holdings on the estate, totalling
28,710m"

We are stiil Increasing our exposure to the
south-east industrial sector, predominantly
through development which is reported on
in more detait in the Development Review.
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Development

creating dynamic spaces

‘By its very nature development in a heritage city is
sensitive and we wanted to work with a development
partner who understood these sensitivities. We also
needed a partner who could share our vision to
regenerate the Whitefriars' site in a way that is more
appropriate to its historic setting within the medieval
walls of Canterbury. In Land Securities we found
that partner.’

Alex Perkins, Leader of Canterbury City Council

LAND SECURITIES ANNUAL REPORT 2003
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Development

‘Our long-term relationship with Canterbury City Council
ensured that we shared their vision for the city centre and
understood the complexities of delivering urban regeneration
in an historic location. We have now successfully completed
the initial phases of the development, which included the
creation of a new department store for Fenwick and are
progressing well with the main phase of development’

Cardinal Place, Victoria.
‘We commenced demglition
at Cardinal Place, Victoria

The Bristol Alllance
obtained a resolutlon to grant
outline planning consent

where we will be delivering in December 2002 for a

in two phases, 62,000m” of 155,000m? redevelopment of
office accommodation and Bristel Broadmead which aims
9,000m? new retall Space. to create a major new retall

The main phase will be
cornplete in mid 2005,

destination Inthe scuth-west,

We have made significant progress towards
our objective of establishing the platform

for delivering a range of major development
schemes. We continue to evaluate projects

in respect of occupier demand, and will
reprogramme schemes if we believe that
market conditions do not support the
generation of shareholder value, However, we
will progress certain aspects of development,
such as planning and site assembly, so that we
are in a position to implement schemes quickly
as markets improve or pre-lettings are secured.

During the year we completed 81,500 of the
development programme, started 95,500m? of
new schemes, received ptanning consent or
resolutions te grant consent for 212,500m?
applied for planning permission for 129,000m?
and achieved 52,000m’ of new lettings. In
addition, we secured outline planning consent
at Ebbsfleet, Kent Thameside for 395,000m? of
mixed use space representing our 50% share in
the project.
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Seven projects with a valuation of £114.4m,
which were completed and let during the
12-month period, were transferred out of the
development programime. These were the
Designer Qutlet Shopping Centre, Livingston;
Neptune Point, Cardiff; Centrapark, Welwyn
Garden City; Cheetham Hill Road, Manchester;
Almondvale Retail Park Phase |, Livingston;
Lakeside Retail Park Phase I, Thurrock: and part
of a property at Markham Road, Chesterfield.
The aggregate surplus on these schemes over
their full development period was £24.3m.

We have added to the development programme
industrial schemes in Kidlington, Oxford and
Fareham, together with a small retail
warehouse extension in Bexhill. We have
removed from the development pipeline a small
high street shopping redevelopment scheme in
Plymouth, and an office scheme at 40/50
Eastbourne Terrace, W2, which is commented
upon in maore detail below, together with the
second phase of our scheme in Hemel
Hempstead, where we have sold the site.

A development pipeline schedule is set out an
pages 74 to 75. Inctuding our share of joint
ventures, this equates to approximately
708,800m* of new development, of which
119,000m’ is completed, 250,600m? in
progress, 22,200m? authorised and 317,000m°
proposed.

The development pipeline schedule lists both
schernes in the development programme and
proposed developments, It is only properties in
the development programme which we refer to
as 'development properties’ in the notes to the
accounts and elsewhere inthis report.

Our development programme includes:

+ developments which are completed but less
than 95% let;

+ developments on site;

+ committed developments (being projects
which are approved and the building
contract let); and
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Development

» authorised developments (those projects
approved by the Land Securities Board
for which the building contract has not yet
been let).

Projects in the development programime are
sufficiently firm to ensure that reporting
from period to period provides a good basis
for performance comparison and they are
separately analysed in the relevant notes to
the accounts.

Praposed developments are now excluded from
the development programme as experience has
shown that these schemes can be subject to
revision. However, we give an indication of the
likely size and timing of these schemes and
their potential impact on cash flow when
discussing our development pipeline, which
combines both the development programme
and propased schemes.

Central London

The current market environment for office
development in London is challenging,
However, relative to the size of our portfolio,
we have only a small amount of unlet space in
schemes which have already been completed,
totalling 14,300m? in three buildings.
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Eastern Quarry, Kent Thameside

In January 2003 we submitted for

planning permission a masterplan for

the 310-hectare site at Eastern Quarry

in Kent, adjacent to the Bluewater Shopping
Lentre. The masterplan, developed by Erc
Kuhne, has the potential 10 <reate 7,250 houses
aswell as up to 280,000m? of commercial,
retall and lelsure buildings. The scherne centres
on the creation of five villages each of which
will Include hornes, a school, community
facilitles and open spaces. At the centre of the
Government's regeneration proposals for the
south-gast, Eastern Quarry is located close to
the site for the planned new Channel Tunne!
Rall Unk international and domestic station at
Ebbsfleet, which when completed will result in
& 17-minute journey time Into Central London.

Eastern Quarry forms part of cur holdings at
Kent Thameside which alse Includes 360
hectares of land at Cressways, Swanscombe
Peninsula and Ebbsfleet. Over a 25-yeartime
frame we have the potential to deliver up to
10,000 new houses and 700,000m? of
<ommercial space demonstrating howwe can
use our competitive advantage of scale and
development skills to reallse value for our
shareholders over the short, medium and
long-term.

Over the last year, we have taken a number of
decisions which impact upen the timing of our
development pipeline. At New Fetter Lane, EC4,
we extended leases on the existing buildings
from June 2003 to late 2004, while we seek
planning consent for an alternative scherne
offering a range of building sizes which will
widen our marketing options, At 40-50
Eastbourne Terrace in Paddington, we have
deferred development from 2003 to around
2010 te tie in with the lease expiry on our
adjoining holding at 10-30 £astbourne Terrace.
This decision partially reflects current levels

of occupier demand and also the results of
analysis we have undertaken which shows that,
by master planning the two sites together,

we can maximise the developable floor area.
At both New Fetter Lane and 40-50 Eastbourne
Terrace, we are successfully extending income
flows from the existing buildings.

At Cardinal Place (formerly known as Stag
Place) inVictoria, we awarded the building
contract in autumn 2002 and the main phase
of the scheme is due for completion in 2005,
when we anticipate improved market conditions
in the West End. At Bantkside 1,2,3 (formerly
known as St Christopher House), which is
adjacent to Tate Modern on the South Bank,

we have started demolition works but do not

intend to commence construction until pre-
lettings have been obtained, which has always
been our policy for this site.

We have two major development schemes due
for completion during 2003. Empress State in
Earls Court (43,000m") is due for completion

in June of this year and 30 Gresham Street in
the City (37,000m?) will be completed in
December. We have recently started to market
Empress State, which is being offered in small
to medium sized units through aur Landflex
leasing product. Our marketing programme for
30 Gresham Street is well advanced, and we are
encouraged by the active discussions we are
having with interested parties.

Shopping centres and shops

We have shopping centre development

projects under construction in Birmingham

and Canterbury and, during the year, made
considerable progress in advancing town
planning and other issues on schemes in Bristol,
Cardiff and Exeter.

The Bull Ring in Birmingham, being developed
by the Birmingham Alliance Partnership,

will apen ahead of schedule on 4 September
2003 and is now 88% let or under offer.

We are delighted with the progress on both
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construction and letting. At Whitefriars in
Canterbury, Fenwick opened their new
department store in February of this year, at the
same time as we launched our initial marketing
campaign. A strong response from retailers has
resulted in our agreeing terms on a further
three stores and we will continue marketing
until the scheme’s opening date in 2005,

At both Bristol and Exeter, we submitted
planning applications during the period under
review and cbtained resolutions to grant
consent. The scheme in Bristol is being
undertaken in partnership with Hammerson,
Henderson Global Investors and Morley Fund
Managentent. in Cardiff, we are working in
partnership with Capital Shopping Centres
and submitted an outline planning applicaticn
in Auturan last year for a developrment of
approximately 70,000m* of retail
accommaodation together with hotel and
residential space. In York, we are still awaiting
the planning decision on gur 27,500m’ ratait
developrnent proposal following the Pubtic
Inquiry in the summar of 2002,

Retail warehaouses

We completed the construction of
approximately 33,000m? of new retail
warehouse space, 94% of which is let and
the remainder in solicitors’ hands.
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At Dundee we completed Phase Il of the
scheme comprising 9,800m" with pre-letsto
MFI, Carpetright, Currys and PC World and we
plan to construct the final phase of 8,640m?
later this year. This will create a regional
shopping park of 28,775m? adjeining the
10,200m* Tesco Extra store which is now
under construction.

Despite restrictive planning policies, we have
18,020m’ of consents or ‘minded to grant’
consents across the retail warehouse portfolio,
which we shall implement once we have
pre-let sufficient space. This includes 9,400m*
at Livingston.

Leisure

Our City Centre leisure scheme "The Gate'in
Newcastle upaen Tyne apened in November of
last year and is trading well, with 84% by
income either let or in solicitors” hands.

South-east industrial

We continue to expand our industriat
partfolio in the south-east principally through
the acquisition of development land in
strategic locations with limited land supply.
We successfully acquired two sites, each of
2.5 hectares, in Oxford and Fareham for
speculative development which will add
23,250m {0 our portiolio.

Development

The Bull Ring
inBitmingham Is 2
110,000m? retall
developmentwhich will
openin September this year
and is 88% let orunder offer.
This Is the second retatl
development to be
successfully undertaken by
the Birmingharn Alliance
since Its formatlon In 2000.

Caxtongate

As well as its nvolvement

fn the Birmingham Aliiance,
Land Securltles is also making
good progress at Caxtongate
In Birmingharm where it has
now pre-let the entire
commercial element of the
third phase of its
development.

We completed 41,200m? at schemes in
Basildon, Guildford, Hemel Hempstead and
Welwyn Garden City and started on site on
35,500rm7 at Basitdon, Croydon and Oxford.

A further 11,600m? is planned for construction
in the forthceming year in Fareham.

Of our completed industrial developments,
55% is let with total annual rentat income of

£3.14m secured.

At Hemel Hempstead we took advantage of
astrong land market and sold 2.9 hectares of
surplus land purchased in 2001 for £4.9m for

anet receipt of £7.3m.

Kent Thameside

We have made significant progress on our
larger land holdings at Kent Thameside over
the last year. At Ebbsfleet, ir which we have

a half share, we successfully obtained a flexible
outline planning consent for approximately
790,000m? of mixed use space including up to
455,000m? of offices, 168,500m? of other
commercial space and supporting uses and
3,300 residential units. In January of this

year, we also submitted an outline planning
application for 7,250 residential units and

up to 150,000m° of commercial space and
130,000m’ of retail, leisure and community
buildings at Eastern Quarry.

23

MIIATY TYIONVYNIS NV DNILYYIdO




Total property outsourcing

Greg Dyke, BBC Director General

providing accommodation solutions

‘BBC buildings do not create a welcoming environment
for either our employees or our customers. We wanted
to change that and needed a property partner to
help manage our property portfolio and to deliver
new and exciting accommodation, accessible by all.
Land Securities Trillium is such a partner’

24

BBC White City current
{main} and as at 2001
(inset)

The development of a
miajor new facility for the
BBC at White Cityis

currently ahead of schedule,

and set for completion in

4th quarter 2003, The
current phase, comprising
50,400m” of office and
technical space, will house
the biggest studioin Europe
and be occupied by some
3,000 BBC employees,
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Total property outsourcing

Realising value from Telereal
Jir O Gylva transfered toLand
Securities Trillium last year
when we acquired the BT
portfolic In our joint venture
with Tefereal. He and his team
ae resporsibe for disposing of
properties that are surplus to
BT's requirements.

‘Our partnership with the BBC demonstrates how we can
add value to a business. The BBC can focus on what it does
best —~ making great television, white we focus on what
we do best — managing, servicing and developing property’

Working withthe client
atthe DWP

Sandra Cable manages six
inner-city Blirmingham DWP
buildings. She has recently
been responsible for resolving
toczl sequrity issues and has
worked closely with the client
impiermenting this project.

A successful year for Land Securities Trillium
saw impoertant progress on all our existing
contracts. Finandally, we performed ahead of
expectations, with income growing by 62.1%
to £658.3m and operating profit by £76.6m to
£139.7m, reflecting a full year’s contribution
from Telereal. We supported the DWP through
a period of significant business change, and
the Partnership with the BBC completed an
impressive first full year of operation both in
terms of development activity and service
delivery, The BT contract, operating through
Telereal, had a strong first year delivering
strategic asset management and facilities
service management across BT’s estate, and, in
the process, we successfully realised enhanced
asset values, generating financial benefits for
Telereal and BT,
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Department for Work and Pensions

In operational terms, the platform for delivery
of services under the PREME contract for the
DWP is now well established. However,
organisational changes within DWP created
new revenue-generating activity for us with
the creation of three new DWP businesses,

namely Job Centre Plus, The Pensions Service
and The Debt Management Service. As a result,
we have been extremely active over the last
year in estate management and the detivery of
capital projects. Te support these new DWP
businesses we received enquiries from the
client for some 250,000 of additional
accommodation, some 50,000m? of which was
taken on during the year. In the same period
our Capital Projects business undertook
around £95m of work for DWP, creating 80
new job Centre Plus offices and 50 pensions
processing centres, together with other
refurbishment work across the estate.

In the light of this growth in its requirements,
the DWP did not wish to use any of Its annual
entitlement to vacate a proportion of its
estate. However, in the latter part of the year,
DWP gave notice of its intention to vacate a
number of small buildings totatling 3,600m*
over the next 12 months as it seeks to
consolidate its accommaodation following its
business reorganisation. This vacation is
achieved by utilising some of the flexibility
which was requested by DWP at the
commencement of the contract, and which
was priced accordingly by Land Securities
Trillium. Responsibility for seeking tenants or
sub-tenants for any vacant floor space in the
portfolic rests with Land Securities Trillium,
and the amount of space currently vacant
across the portfolio stands at its lowest levet
since the contract began at 12,3707, as
compared to an annual average of around
70,000m?,
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Total property outsourcing

In terms of the delivery of our day-to-day
‘acilities management services to over
100,000 DWP occupants, we continue to
enhance and improve our offering throughout,
a period of substantial business change for our
client. The annual customer satisfaction
survey saw an improved score for the second
successive year, with an exceptionat customer
satisfaction rating of 90% being achieved. This
reflects well on the efforts of all our peaple
working on this contract, and is a testament to
the strength of the retationship between us
and our long-term service partners.

BBC

The first full year of the BBC Property
Partnership has delivered a series of successes.
The 300 facilities management and projects
staff who joined us from the BBC at the end of
2001 are now integrated into our business,
delivering services to some 25,000 BBC staff
across the UK, and managing capital projects
valued at some £40m during the year. Through
their efforts and those of our service partners
the customer surveys undertaken at the end of
our first year of operation reveal the biggest
year-on-year increase in satisfaction levels
recarded by the BBC staff,
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Land Securities Development is planning to
complete later this year the first phase of the
new 50,000m’ development for the BBC on
the White City site. One elemant of this
scheme is some six menths ahead of schedule,
which will provide gperational benefits for the
B8BC and improved financial returns for the
Group, Other proposed devetopments across
the UK are currently at verious stages of
discussion as we work with the BBC to plan
and deliver its vision of providing
accommodation capable of attracting the best
people in its industry.

As we announced shortly after securing the
BBC contract, we recagnised that the contract
would run at a loss prier to completien of

the new White City development. Upon
completion of the building in the autumn of
2003, income from the contract will increase
by approximately £30m on an annualised
basis, and the contract will move to a
stabilised position, with a positive contribution
to Group profits in the following financial year,

Sale of Telereal properties
This yearTelereal has sold
49 properties at a value of
£296m. This included the
sale of six sale and leaseback
properties ta Retch while
the remnalnder were surplus
to BT's requirements. All the

Mobilising the BBC White
City develapment

Caroline Finegan Is responsible
for the handever, mobillsation
and occupation of the BBC
White City develapment
which will complete six
months earlier than scheduled

parties have benefited from
the cash generated by these
sales.

Telereal

The BT contract was secured in Novemnber
2001 by Telereal, our joint venture with The
William Pears Group, with a total equity
conitribution by each partner of £146m.
During the year under review, Telereal made a
£27.2m contribution to Group pre-tax profits,
targely due 1o our focus on working with BT to
maximise asset values. Since acquiring the BT
portfolic, Telereal has sold a total of 49
properties for some £296m, including the sale,
inAugust 2002, of six properties to the Rotch
Group for £270m.

During the year, we delivered over £100m of
capital projects for our BT customeys, and we
continued to work with BT to identify the
potential for broadening the scope of our
operation by transferring to Telereat further
facilities management activities.

Telereal is responsible for managing the
vacation and subsequent subletting of vacated
leasehold space on behalf of BT. BT has
announced that it will be vacating parts of its
leasehold office portfolio through restructuring
and relocating certain activities.
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This is across the country but the majority New business

Total property outsourcing

sheffield rationalisation existing operations from a
We warked closely with the number of unsuitable bulldings
OWP to determine an located around Sheffleld to
affordable property solution Hartshead Square (pictured)
capable of meeting thelr which is a centrally located
existingand future service madem office building, and
delivery Initiatives. It the adjeining Churchill House
resylted i the relacation of which provides a customer
facility.

of the 800,000m? former Employment

relates to its London property strategy.

No Uability will pass to Telereal, save on
2,3680m’ in two buildings in Leeds which were
anticipated at the time of the BT transaction
and priced accordingly.

In addition, Telereal continues to discusswith
Q, (UK] the potential for growing the
relationship between the two parties through
Telereal extending its existing 18 months

-Although no new total property outsourcing

contracts were compteted in the market
during the year, our new business pipeline has
greater.depth than at any time since Land
Securities Trillium started operating in 1998.
In recognition of the success of the PRIME
contract and in the anticipation of synergies
with the PRIME estate, the DWP has entered
exclusive negotiations with us, subject to
being able to agree terms, for the cutsourcing

Services estate. Int addition, a number of
attractive opportunities are being pursued in
the private sector, where current economic
conditions are reinforcing the need for
organisations to focus on their core business.
In total, we are in active discussions with
regard to potential new property outsourcing
contracts entailing some 2.3 million m? of
accommodation,

corporate real estate advisory contract.

Total property cutsourcing

In 2002, a report on corporate ownership of property by Roger Bootle
for the Royal Institution of Chartered Surveyors highlighted the fact
that UK corporations own cormmerciat property worth about £400bn,
which represents about 34% of their total business assets. This figure
excludes commercial property worth some £100bn held in Government
and locat authority partfolios. We are targeting alt of these markets
through Land Securittes Trillium by providing a method for public and
private organisations to procure accommodation in buildings in the
same way that they purchase other goods and services,

This enables organisations to focus on their core activities while leaving
the delivery of accommodation and associated services in our hands,
The need for greater flexibility to meet changing accommadation
needs, as welt as the desire for certainty of costs, make this a viable
alternative for businesses that are seeking alternative and more
effective ways of fulfilling and managing their property requirements.

As market leader in property outsourcing, we have developed the
capabilities to enable us to deliver a first class solution for customers,
from the development of long-term strategic solutions to the delivery
of service through our customer service centres and our network of
service providers.

We work closely with our clients to identify their requirements and then
to provide the solution, The range of services we offer combines the
ownership and maintenance of property, together with the
management of services provided by service partiers in the areas of
catering, cleaning and security. We are also able to harness extensive
development expertise from within the Land Securities Group to design
and build accommaodation where our customers require new facilities,
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Corporate social responsibility

During the year we continued to develop our
approach to corporate social responsibility
(CSR) following the formation of our CSR
committee last year, which is chaired by the
Group chief executive, lan Henderson. To ensure
that our activities are in line with best practice
we retained external advisers who have reviewed
our current activities and who will be monitoring
future progress against our abjectives.

Our CSR policy statement is being developed as
a'statement of intent” in relation to our
activities in this area and will be closely aligned
with our existing business ethics policy. This
covers the Group's most significant areas of
corparate responsibility and is being updated to
ensure that it captures our key stakeholder
groups, priority CSR issues and areas of impact.
The current policy sets out the Group's
operating principles and is available on gur
website. The table below details the key areas or
stakeholder groups that this pelicy covers and
the Board members with main responsibility

for these.
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White Rose study support.
centre,Leeds

TheWhite Rose study
support centre was
developed in partnership
with Leeds City Council and
Educat(on Leeds. We have
equipped the centre with

iT equipment and an area for
arts and crafts sessions, and
all facilities are fully
atcessible for people with
disabilitles.

!?takeholder!area of responsibllity

Customers / occuplers

Board member

Mark Collins/lan Ellis -

_Shareholders and other investors

lan Henderson/Andrew Macfarlane

EMPICYEES —— e e s e s s e O N HETSON
Supplers, advisers, contractors and consultants . tan Ellis/Francis Satway
Gaovernrent lan Henderson
Community lan Headerson

Francis Salway

Carporate governance, business ethics, compliance and verification

We are developing a Group-wide system for
managing our CSR activities while, at the same
time, each business unit and certain Group
support functions are developing specific
objectives and targets in relation to their
activities and areas of impact. These abjectives
and targets will form the basis upon which we
will measure and report on our CSR activities in
future, and, we intend publishing a full review
later this year complementing the progress we
have made to date on reporting our
environment activities. In future, we will aim
to report on CSR, to include our Environment
Report, every year in the auturn.

During the review process we have examined
our CSR management structure in relation to:

+ policies, programmes, initiatives and case
study examples addressing CSR issues;
« external standards certification systems;

« measurement and monitoring systems
and performance related information; and

- organisational responsibilities for different
aspects of CSR.
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The review has enabled the Group to identify
gaps in our CSR activities and is proving a useful
communication tool internally with regard to
our commitment to CSR.

Our continued inclusion in the FTSE4Good
Index as well as our leadership positian in the
Dow fones Sustairability Index, where in 2002
we were named European Real Estate Market
Leader, demonstrates our commitment to CSR,
We are aware, however, of the need for
continugus improvernent and we have set out
a three-year target of improving the Group's
score in these indices as well as attaining
membership of the BIC Sustainability index,

Employees

We have atradition of encouraging our site-
based staff to be invelved in community
initiatives in the locality in which they are
based. More recently all our employees have
been involved in workshops to establish and
communicate our values, These values, which
inctude Integrity and Respect for the individual,
underpin our behaviours and relationships with
our customers, suppliers and the community, as
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Corporate social responsibility

Left

Atthe Almondvale Shopping
Centre, Livingsten we have
launched the first UK trial of
aunique Truancy-Free

Below

The archaeological dig
undertaken an 30 Grasham
Street site and the special
exhibition created to

Below right

We believe that our
emplayees make Land
Securitles, so by encouraging
everyone to undertake

Zone' initlative to build showcase the finds have both personal development and
closer relationships with the been recognised with awards training and to ‘live’ our
local community and the from the British core values, we are ensuring
police while encouraging Archagologleal Society and our future success.
mare raspansible centre Irterprat Britaln Awards,
management.

well as with other employees. An employee HR policy

recognition and award programme helps
maintain momentum and motivation.

We are also keen to encourage employees to
become involved in activities outside their
normal work in & wide range of activities in the
community, such as schools, colleges, hospitals
and other voluntary organisations,

The Group also closely monitors its employee
policies and practices to ensure it maintains
high standards and best practice, particularly in
relation to equal opportunities in recruitment
and internal career progression as well as fair
and equitable remuneration.

This year the Company has also carried out a
Group-wide employee opinion survey with aver
80% of the employees responding fo a wide
range of issues on a confidential basis.

The Company communicated the results and
management action plans to all employees
and, overall, achieved a marginally higher rating
on satisfaction than an external all-industry

benchmark.

The employment policies of the Group
maintain its commitment to equal
opportunities. The criteria for selection and
promotion are the individual's suitability for
the position of empioyment offered and his or
her skills and abilities. We maintain our policy
of giving full and fair consideration to the
employment of applicants who are disabled and
for incorporating the needs of people who may
become disabled during the course of their
employment with the Group.

Cur business ethics policy is circulated to al
staff and provided to all new employees in their
induction pack. All staff are required to abide by
its provisions. Copies of our employment
policies are available on our website.
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Health, safety and environment

Epwironmental Panels exist
in each business unit to set
annual targets and ensure
that the Group policy and
objectives are translated
into everyday actions,

making sustainability work

We also continug to
integrate environmental
and health and safety
considerations into the
daily activities ot our
various teams and at the
end of 2002 we formed a
new department of Health,
Safety and Environment.

During the year we merged existing teams to
establish a new department for health, safety
and environment, combining these related
disciplines to provide a focused service to each
business unit. Francis Salway retains Board
responsibility for the department’s activities,
with Neale Goff, director health safety and
environment, responsible for directing
operational delivery.
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Health and safety

- We continued to make good progress in

enhancing the management of health and
safety across the Group. We set and achieved
several key objectives in the year to 31 March
2003.These were:

+ To review and update our health and safety
policy and management systems and
implement a programme for proactive
maonitoring.

Ta revise our procedure for accident reporting
and develop a database to capture this
information more effectively. Statistical
informaticn is available to the Board and
health and safety team and used as a means
for evaluating the effectiveness of our safety
impraverment programme.

To develop a more empirical approach to
auditing compliance with internal and
external health and safety requirements.

+ To reduce our reliance on outsourced audit
expertise, which has resulted in annuat
savings of nearly £300,000 and our audit
processes being more closely integrated with
ongoing operations.

* To develop and implement a programme to
comply with the revised Control of Asbestos
at Work Regulations. The new programme has
baen devised and wark on resurveying and
implementing management controls
commenced in April.

« We also made a major investment in training
to increase the health and safety awareness
and competencies of our professicna staff,
Some 35 people passed the NEBOSH
certificate in occupational health and safety
further complimenting our JOSH Managing
and Working Safely training programmes.
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Environment

We developed further our programme for
managing our environmental impacts,
embedding these principles more firmly into
our standard procedures. We published our
second Environment Report, which described
and quantified our achievements against a
range of targets. For the year ending March
2003, we set 19 targets and, subject to external
verification, successfully met them all.

We are participating in the trial UK Emissions
Trading Scheme, which runs until December
2007, and are committed to an angaing cut of
about 1% per year in aggregate emissions of
CQ, across our partfolio of managed offices,
which equates to more than 3,500 tonnes over
five years. We comfartably beat ous target for
2002, earning over £13,500 from the scheme
for successful compliance, a reward we shared
with our contractors who were instrumental
in our success.

LAND SECURITIES ANNUAL REPQRT 2003

Health, safety and environment

Environment report

n 2002 we produced our
second stand-along
Environment Repart
outlining our impacts and
communicating the 1%
targets established for
2002/03.We continue
working with our externa!
partners toraise awareness
of environmental matters,

Crossways Business Park
Our Crossways business park
in Kent Thameside received
the Millenmium Marque as an
excellent example of
economic and environmental
impravement at a former
cement works in Dartford.

We won three Green Apple Awards for our
envirenmental activities, one for our

environment day which is now to be an annual -

event. We won a gold award for Making a
Corporate Commitment (MACC?)to reduce CO,
emissions and a bronze award for the intranet
system implemented to control Land Securities
Trillium'’s 15O 1400 1-certified environmental
management system (EMS). We became a
founder member of Trucost, a system for
measuring and benchmarking total
environmental footprints using both direct and
supply chain impacts. Land SecuritiesTrillium
encouraged and helped ane major supplier to
develop its own EMS to achieve certification
to 1SO14001.

We continue to foster our relationship with
clients in order to help them develop systems
and procedures to meet their own
environmental objectives. We have helped the
DWP achieve a recycling vate of 60% by weight,
compared to the national average of around
12%, and are akready up to around 22% for the
BBC, where we are also developing a combined
heat and power plant.

We remain committed to ensuring that our
people have the tools and training to ensure
that we achieve our environmental objectives.
As well as specialist environmental auditor
training, last year we accumulated more than
150 person-heurs of targeted training for key
managers across the Group.

Qur successes were acknowledged in two
influential surveys. In the Business in the
Environment [ndex of corporate engagernent
our score rose from 67% to 78% in 2002, and in
the sector-specific Property and Environment
Group survey conducted by Upstream, our
score increased from 69% to 76%, ranking us
secand overall.

We have changed our mailing envelope for the
annual report to a poly-wrap enclosure this
year, It is a process that saved over £4,500 and
supports our commitment to environmental
policies, as the plastic used to make the poly-
wrap is biodegradable.

For more details on cur environmental
programme for 2003/4, and to see our

2002 environment report in full, please go to
our website.

31

MIIATY TYIDNYNIL NV ONILYYIdO




Board of directors

T.lan j Henderson CBE (59)

Executive director

loined the Group in 1971, Appainted to the Board
in 1987 and chief executive in December 1997,
fmmediate Past President of the British Property
Federation, Vice-Chairman of the Board of
Management of Central and Cecil Housing Trust
and Chairman of the New West End Company.

2.Andrew E Macfarlane (46)

Executive director

Joined the Board as Group finance director in
October 2001. Formerly partnerin Ernst & Young
and, prior to joining Land Securities, Chief
Financiat Officer of Bass (subsequently Six
Continents) Hotels and Resorts division. A non-
executive director of Invensys PLC.

3.Francis W Salway (45)
Executive director
Joined the Group in October 2000, Previously an

He is chief executive of the Group's Develapmient
business unit and was appointed to the Board in
April 2001. Appointed chief operating officer in
January 2003.

investment director at Standard Life Investments.

4.lan D Ellis (47)

Executive director

Joined the Board in November 2002. An original
member of the management team which set up
Trillium. Previously chief executive of the
investment management division of Insignia
Richard Ellis. Chief executive of the Group's Land
Securities Trillium business unit,

5. A Mark Collins (47)

Executive director

Appointed to the Board in November 2002 after
joining the Group in May 2002. Previously Senior
Managing Director at GE Capital Real Estate. Chief
executive of the Group's Portfolio Management
business unit.

6. Peter G Birch CBE (65}

Non-executive director

Appointed a director in 1997 and chairman in July
1998. Chief executive of Abbey National plc until
March 1998. Chairman of Kensington Group plc.
Director of NM Rothschild & Sons Limited, Dah
Sing Financial Holdings Limited and Travellers
Exchange Corporation Ltd.

7. Sir Winfried Bischoff (61)

Non-executive director

Appainted to the Board in 1999, Chairman of
Citigroup Europe, deputy chairman of Cable and
Wireless plc and a director of the McGraw-Hitl
Companies, USA, Eli Lilly & Company, USA,
tfil-Finanziaria di Partecipazioni SpA Italy and
Siemens Holdings Plc,

8, Peter G Freeman (47)

Non-executive director

loined the Board as a non-executive director in
January 2002. Non-executive director of the
Argent Group PLC and chairman of Freeman

- Business Information plc.

9. David Rough (52)

Nan-executive director

Joined the Board as a non-executive director in
April 2002, Group Director (Investments) of Legal
and General Group PLC until December 2001,

A Director of Mithras Investment Trust plc, BBA Group
PLC, EMAP Group PLC and Xstrata Group PLC.

10, Stuart Rose (54)

Non-executive director

Joined the Board as a non-executive director in
May 2003. Previously chief executive of Arcadia
Group until December 2002. Chief executive of
Booker PLC from 1998 until 2000.
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Corporate governance

The Combined Code — Principles of Good
Governance and Code of Best Practice

The policy of the Board is to manage the affairs
of the Company in accordance with the
Principles of Good Governance and Code of
Best Practice as set out in Section 1 of the
Combined Code annexed to the Listing Rules of
the Financial Services Authority. The Company
has complied with Section 1 with the exception
of the maiters set out below.

Directors

The Board meets at least eight times a year. Its
principal task is to formulate strategy and to
monitor and control operating and financial
performance in pursuit of the Group's strategic
obijectives, It operates in accordance with a
formal schedule of matters reserved to the
Board for decision. These matters include
property developments, refurbishments,
acquisitions and disposals and significant
transactions in excess of £50m, fund raising,
loan repayments and treasury policy, They also
include the appointment or rémoval of
directers and the company secretary and the
introduction of any significant changes to
employee share or pension schemes. In
addition, an investment committee appraises
and, where appropriate, approves funding
proposals taking into account key financial
drivers, sensitivities, and project risk
assessment, All directors have access 10 the
company secretary who fs responsible for
ensuring that Board procedures are complied
with and who advises the Board on corporate
governance and compliance matters, The Board
has resolved that directors may seek independent
professionat advice at the Group's expense in
the furtherance of their duties as directors.
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The roles of chairman and chief executive are
split and there exists a strong non-executive
element on the Board which currently consists
of five executive and five nen-executive
directors. The Board considers all of the non-
executive directors to be independent. The
Company does not currently have a senior
independent non-executive director but the
Board is currently seeking to recruit additional
independent non-executive directors and, upon
the conclusion of this process, intends to
appoint a senior independent non-executive
director. Under some definitions, SirWinfried
Bischoff may not be regarded as 'independent’.
However the unanimous view of his colleagues
on the Board is that, by virtue of his personality,
experience and knowledge of business, he is
robustly independent.

The Board is supplied with comprehensive
management information on a regular and
timely basis, principally by means of monthly
financial and management reports and detailed
reviews of medium-term financiat projections
every six months,

At present the whole Board acts as a
nomination committee and is responsible for
the selection and approval of candidates for
appointment to the Board. However, the Board
is currently reviewing this position in the light
of the Higgs Report.

In accordance with the Companies Acts and the
Articles of Assaciation of the Company, all
directors are required to submit themselves to
shareholders for re-election to the Board at the
first Annual General Meeting following their
appointment and at regular intervals
thereafter. Every director is requiired to stand
for re-election every three years. Mon-
executive directors are appointed for an initiat
period of three years which is extendable upon
mutual agreement.

Corporate governance

Directors are provided with training and
induction into the responsibilities of a director
prior to, or immediately following, their
appointment to the Board, if that appointment
is the first occasion that they have been
appointed to the board of a listed company,
The training needs of directors are reviewed
periodically to ensure that they are keptupto
date on relevant new legislation and changing
commercial risks.

Directors’ remuneration
The report of the Company’s remuneration
committee is on pages 36 to 41,

Relations with shareholders

The Company values dialogue with
institutional and private shareholders, and the
chief executive together with the finance
director hold regular meetings with
institutional shareholders to discuss strategic
and other issues (within the constraints
imposed to ensure the protection of price
sensitive information which has not already
been made available generally to the

- Company's shareholders). The Board welcomes

moves towards a more constructive use of
annual general meetings and regards the
annual general meeting as the principal
opportunity to meet private shareholders.

In addition meetings are held periodically
with the UK Shareholders Association, a body
representing private shareholders in the UK.
At its annual general meeting, the Company
complies with the provisions of the Combined
Code relating to the disctosure of proxy

votes, the separation of resolutions and the
attendance of committee chairmen.

The Company arranges for the Annuat Report
and related papers to be posted to
shareholders 5o as to allow at least 20 working
days for consideration prior to the annual
general meeting,
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Corporate governance

Accountability and audit

Financial reporting

The Board seeks to present a balanced and
understandable assessment of the Group’s
pasition and prospects, and details are given in
the Chairman's Statement and the Operating
and Financial Review.

Internal control

The Board is responsibie for the Group's system
of internal control and for reviewing its
effectiveness. Such a system is designed to
manage rather than eliminate the risk of failure
to meet business objectives and can provide
only reascnable and not absolute assurance
against material misstatement or loss.

The key features of our system of internal
control include:

(a)Strategic planning; each business unit must
produce and agree a business plan each
year, against which the performance of the
business is regutarly monitored. During the
year, balanced scorecards have been
prepared that set out targets for a wide
variety of key perfarmance indicators. As
part of the balanced scorecards, the Group
and each business unit has set goals,
measures, targets and actions in relation to
risk management.

(b)Investment appraisal; capital projects,
major contracts and business and property
acquisitions and disposals are reviewed in
detail and approved by the investment
committee and/or the Board.

{c) Financial monitoring; profits, cash flow and
capital expenditure are closely monitored
and key financial infarmation is reported to
the Board gn a monthly basis.
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(d)Systems of control procedures and
delegated authorities; there are clearly
defined guidelines and approval limits for
capital expenditure and disposals, detailed
appraisal and autherisation procedures
and defined, activity-based expenditure
authorisation guidelines.

{e)Risk management; we undertake an
ongoing process of identifying, evaluating
and ranaging the significant risks faced
by the Company. The Board confirms that
this process has been in place for the year
under review and up ta the date of appraval
of the Annual Report. This process is
regularly reviewed by the audit committee
on behalf of the Board and accords with the
Turnbull guidance.

{f) Review of controls; an assessment based
upon a compliance questionnaire is
campleted twice a year and signed off by
senior managers, providing assurances that
controls are both embedded and effective
within the business.

{z}An internal audit function; responsible for
reviewing the business processes and
controls. Their findings are reported directly
to the audit committee and internal
audit follows up implementation of the
rnanagement actions frorn all reviews. The
internal audit function operates on a risk-
based approach. The audit committee on
behalf of the Board reviews the scape af
work, authority and resources of the internal
audit function on an annual basis.

In addition, the audit committee receives:

{a)Reports from the head of risk management
and internal audit on the work carried out
during the year, including an annual
summary on the operation of the system of
risk management and internal control to
support the Board’s annual statement; and

(b)Reports from the external auditors,

For the purposes of applying the Turnbull
guidance we have not included material joint
ventures and assaciates as part of the Land
Securities Group. We do not have management
control of any of these joint ventures or
associates, but do ensure that appropriate
corporate governance procedures are in place
a3 part of the operating arrangements.

Audit committee

The audit committee which consists solely of
non-executive directors, is chaired by David
Rough and operates in accordance with written
terms of reference. The committee meets at
least four times a year and its functions include
the following:

.

seeking to ensure that appropriate accounting
systems and financial controls are in
operation and that the Group’s financial
statemnents comply with statutory and other
requirements;

receiving reports from and consulting with
the internal and external auditors;

reviewing the interim and annual results and
considering any matters raised by the internal
and external auditors; and

» manitoring the scope, cost effectiveness,
independence and objectivity of the external
audit.
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On 20 January 2003, the Group established by
the Financial Reporting Council and chaired by
Sir Robert Smith published its report on the
roles and responsibilities of audit committees,
The Board will, in due course, give full
consideration to the ravised Combined Cade.

Auditors

The directors of Land Securities, and our
external auditors, PricewaterhouseCaapers LLP,
have for many years had safeguards in ptace to
maintain the independence and objectivity of
the audit. Set out below is our policy on the
provision of services by our external auditors:

» Audit related services: We will normally retain
our auditors to provide * related services’. This
is work which, by the nature of the services
required, the external auditors are best placed
to provide, either because they are required
to do so for regulatory purposes, they have a
significant depth of knowledge of the
particular arez of our business or issue, or
because the work has a strong relationship to
the audit itself. It is likely that certain tax
work, including support for Land Securities
Trillium’s bid activities and the work involved
inthe acquisition of new coptracts, would fatt
within this category.

General consulting work: significant general
consulting work will nermaily be put out to
tender. We will not generally invite the
external auditor to tender for such work. The
auditors may participate in such tenders with
the audit committee’s prior approval.

Approval procedures: senior management
approval is required in advance of significant
work being undertaken by the external
auditors, Such approvals will be reported
periodically to the audit committee.

LAND SECURITIES ANNUAL REPORT 2003

Valuations

The Group has fer many years given the
external valuers, Knight Frank and auditors
access to each cther. These advisers have a
dialogue and exchange of information which is
entirely independent of the Group. The
chairman of the audit committee attends the
final valuation meeting {as da the auditars)

to assure themnselves of the independence of
the process.

In line with the Carsberg committee report, we .

have recently changed the previous ad valerem
valuation fee arrangements to a fixed fee
arrangement,

Non-executive directors

Remuneration for the chairman and non-
executive directors is determined by the Board
within the levels set in the Articles of
Association. They do not participate in any

of the Company's share incentive, bonus or
pension schemes, The chairman and non-
executive directors are currently appointed for
an initial period of three years subject to
renewat for further periods and 1o the rotation
provisions under the Artictes of Association.
They do not have service contracts with

the Company.

Corporate governance
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Remuneration report

Directors’ remuneration

The Company complies with the requirements
of the Combined Code in relation to directors’
remuneration. In preparing this report, the
remuneration committee has also complied
with the Diractors’ Remuneration Report
Regulations 2002, which has intreduced new
statutory requirements for the disclosure of
directors’ remuneration.

The Regulations require the auditors to report
to the Company’s members on the information
contained inTables 2, 4 and 5 in this remwneration
report and to state whether, in their opinion,
those parts of the report have been properly
prepared in accordance with the Companies
Act 1985 (as amended by the Regulations),

1. Composition of the committee

The Board has established a remuneration
committee which operates within written
terms of reference. The committee consists
solely of the non-executive directors:
SirWinfried Bischoff (Chalrman of the committee)
P G Birch

P G Freeman

D Rough

SARRose

All of the non-executive directors are considered
to be independent by the Company. Sir Winfried
Bischoff is a member of the management
committee of the holding company of one of
the Company's bankers, He does not participate
in any discussions between or regarding the
relationship between the parties.

2. Function of the committee

The function of the committee is to review and
determine annually, within the context of the
Board's remuneration policy, the individual
salaries and other terms and cenditions of
employment of the executive directors,
together with any incentive or bonus scheme
in which the executive directors and other
senior executives may be invited to participate.
During the year the committee met five times.

The committee consults the Graup chief

executive in relation to proposals for the
remuneration of other executive directors.
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It afso reviews the Group chief executive's
remuneration proposals for the Group's staff
other than the executive directors. During the
year the human resources director, Keith Nash,
also provided information and advice to the
committee. Neither the Group chief executive
nor any other director is involved in deciding
their own remuneration.

During the year external advice was sought
from New Bridge Street Consuitants who were
appointed by the committee to provide advice
on various aspects of remuneraticn, In considering
future remuneration levels the human resources
director also makes use of varicus pubtished
surveys to assist in determining market
appropriate remuneration levels.

3.Remuneration strategy
The Group’s remuneration strategy has three
key objectives:

+ to allow the Company to attract and retain
the talent needed to meet its business aims,

+ to motivate and encourage supérior
performance, and

+ to align rewards with the interests of
shareholders,

To achieve this strategy, the committee
recomriends policies to the Board for the
design of pay and benefits of employees atall
levels and in all companies across the Graup.

4, Remuneration policy

The objective of the Group's remuneration
policy is to provide remuneration in a form and
armount to attract, retain and motivate high
quality management. The levels of remuneration
are set 1o ensure comparability across a range
of UK based companies of similar size and
complexity, focusing on companies in the FTSE
100 Index but with particular emphasis en

the property industry. In deciding on the
appropriate level of remuneration the Board is
mindful of the long-term nature of the business
and the importance of aligning any performance
awards with returns to shareholders. It attempts
ta achieve this through base annual salary and
cash and share bonuses which are geared to the
achievement of short-term objectives while

providing an incentive to achieve longer term
success through the Group's share option
schemes and performance share plan.

A significant proportion of the directors' total
remuneration is comprised of performance
related elernents to align their interests with
those of shareholders. It is the committee's aim
to deliver superior reward for achieving the
Company’s strategic plan, The committee will
keep the existing remuneration, as detailed in
this report, under review during 2003/04 to
ensure that Land Securities’ remuneration
arrangerments remain cornpetitive and provide
appropriate incentive for performance.

Executive directors’ emoluments consist of
salary, car benefit, medical and life insurance and
executive share schemes, together with pension
contributions and participation in savings
related share option and annual bonus schemes
which are also open to all employees. Details of
each director’s emoluments and share options
are shown on pages 40 and 41 of this report.

Base salary

Each executive director receives a salary which
reflects his responsibilities, experience and
performanice. Salary is reviewed annually in july
and the review process includes using comparator
infermation (focusing on the compantes in the
FTSE 100 index which are similar to the Company
in size and complexity) and reports from
specialist consultants, Our policy is to set base
salary at the median. The committee is mindful of
the need to treat such comparisons with caution
so that they do not result in an upward ratchet
of remuneration tevels with no corresponding
improvernent in performance and it takes
account of pay and employment conditions
elsewhere in the Group, especially when
determining annual salary increases. The current
salaries of the executive directors are as follows:

Eectors' base salary

1} Henderson {Group chief executive)

F\W Salway {Chief executive Development and

A E Macfarlane {Group finance director)

1 D Ellis (Chief executive Land Securities Trillium }

A M Collins (Chief executive Partfolio Management}
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Remuneration report

Table 1- Criteria for directors’ 2003/4 bonuses

L — .

]

| ] Henderson

Total returns in excess of WACC*

Group profit before tax

Implementation of strategy

Performance of business units

Capital structure and funding

Delivery of developrment programme
—on time and within budget

Management information

Special projects

Development of the finance
function

Profitable business development {

Client satisfaction Maximising praductivity

FW salway Total returns in excess of WACC |Returns on development programrme
AF Macfarlane T Total returns in excess of WACC
I D Ellis l Tatal returns in excess 6f WACC
AM Colling I Total returns in excess of WACC

Investment perfarmance (

Portfolio sales and acquisitions

Product development

* estimated at 7.5% at 31 March 2003.

Arnmual bonus

Under the annual bonus plan executive directors
will have the opportunity to earn a bonus of up
to 20% of salary in cash and 20% of salary in
shares for meeting rigorous targets and the
oppormnity to receive up to a maximum of
40% of satary in cash and 40% of salary in shares
for exceptional results. All shares are deferred
for three years and are normally forfeited if the
executive leaves employment during that period.
The key performance criteria are reviewed
annually to ensure that individual, busiress
unit and group targets are set as a balanced
scorecard and in line with prevailing business
circumstances and the group strategy. Current
criteria for 2003/4 for the executive directors
are set in the areas outlined in Table 7 above.

For the financial year ended 31 March 2003, the
executive directors’ individuat bonus payments
range from 35% to 43% of salary as compared
with a maximum of 80%. These will be paid partly
in cash in June 2003 and partly in deferred shares.

Performantce share plan

At the 2002 AGM, shareholders approved an
amendment to the annual bonus plan to
include a long term incentive in the form of
performance shares. As mentioned above, half
of an executive's banus is deferred in shares.
Under the performance share plan executives
can receive up to two additional shares for
each deferred share depending on the extent to
which the performance conditions are satisfied.

No variations have been made to the rules of the
performance share plan since it was implemented.
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One of the two additional performance shares
will be dependent on the real increase in the
Company's normalised adjusted earnings per
share over the three financial years, the first
financial year being the financial year current
at the date of grant. The other performance
share is subject to the Company's total
property return compared to the Investment
Property Databank All Fund Universe index (the
IPD Index) over a three year rolling period.
Vesting of the shares is as follows:

Fncrease inreal earnings per share pa ]

% that vests
tessthan 2.5% -
25% "

P

190

Between these limits Prorata

|Ex‘tent total property return exceeds the IPD Index pa —|

% that vests
Less than index -
Equal to index 25
1% 100
Betweentheselmits | Prorata

Share options

Ir1 2000 sharehalders approved the Land
Securities PLC 2000 executive share option
scheme {the 2000 scheme). Under this scheme,
over a period of ten years, executives can be
granted options with a value of up to four
times annual remuneration. All opticns granted
under the scheme are subject to a performance
test under which the exercise of options is

dependent on the growth in the Company’s
normalised adjusted earnings per share over
any period of three financial years exceeding
the growth in the retail price index over the
corresponding period by at least 2.5% per
annum. An earnings per share target was

* chosen as executives will only be rewarded if

there has been absolute improvement in the
Company's performance. Future grants under
this scheme will have only two annual retesting
opportunities under the performance
conditions, each measurad from the financial
year prior to the grant of the option.No
payment is made by participants in the 2000
scheme in consideration for the grant of apticns,

During the year options were granted under
the scheme ta the executive directors and also
to a number of employees of the Group.

The options granted to execuiive directors are
shown on page 41. During the year, the 2000
scheme was replaced by the Land Securities
Group PLC 2002 executive share option
scheme (the 2002 scheme} as a consequence
of the return of capital and introduction of a
new holding company implemented in
Septemnber 2002. The rules of the 2000 scheme
and the 2002 scheme are in alt material
respects the same,

Shareholding guidelines

The committee believes that it Is important for
a significant part of the compensation of each
executive director to be tied to the ownership
of the Company's shares so that each
executive’s interest in the growth and
performance of the Company is closely aligned
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Table 2 - Directors’ accrued pensions

]

Defined benefit pension scheme (£) Transfer value Increase in
Increase in of increase increasein transfer
accrued in accrued accrued Transfer Transfer value less
Accrued pension benefit pension Transfer Actrued value of value of | contributions
pension {excluding {excluding {including value of pension at pensionat sion at made
at 1April 2002 inflation) inflation) inflation}| theincrease |31March2003 |31March2002 |31March 2003 by directors
MiHenderson 204779 31,007 498,000 36,017 578,000 330736 | 4,457,000 5,307,000 850,000
M R Griffiths 156,718 686 10,000 1,348 20,000 158,068* 2,119,000 2,201,000 82,000
* As ot date of resignation {8 July 2002)
with the interests of our shareholders. The M R Griffiths resigned as a director on 8 July 6. Directors’ service contracts
committee has established share ownership 2002, retiring on pension with effect from that Dute of contract
guidelines for the Company's executive directors,  date. In accordance with his options under
. . . . 1] Henderson 04/06/98
requiring each executive to own shares with a the scheme, he elected to receivean 07 e
value equal to his base salary. An executive immediate and reduced early retirement FwWsdway ] 3wesior
director must satisfy the guidelines within five  pension. The Company was contractually AE Macfarlane 12/06/02
years of his first grant of share options after required to make a payment to this scheme of 1D Ellis T a0 -
appointment to qualify for future grants. £410,000 as M R Griffiths started to draw his =~ - s B
. i ) AM Collins 13/03/03
pension before his assumed retirement age of

Pensions

With effect from 1 january 1999 a contributory
money purchase pension scheme was
introduced for all staff joining the Group fram
that date. Directors may participate in the
scheme subject to Inland Revenue regulations.

Additional arrangernents are in place for pension

provisions in excess of the Inland Revenue
regulaticns. Pension contributions made during
the year are shown in the table on page 40.

| | Henderson participates in a non-contributary
defined benefit pension scheme which was open
to property management and administrative staff
untit 31 Decernber 1998. This scheme provides
hirn, at normal requirement age and subject to
length of service, with a pension of up te two-
thirds of final salary, subject to Inland Revenue
limits and other statutory rules. The scheme also
provides lump sum death-in-service benefits of
four times pensionable salary and pension
provision for dependants of members, Only basic
salary is treated as pensionable pay. (see Table 2}

The 'Increase in transfer value less
contributions made by directors’ differs from
the ‘Transfer value of increase in accrued
benefit’in that it reflects changes in market
conditions over the year and includes the value
of statutory revaluation on the accrued
pensicn at the start of the year.
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60. The Company also made a payment of
£170,000 to the pension scheme in order to
secure an additional payment of £7,600 per
annurm for M R Griffiths, These amounts are
additional to those set out above,

The transfer values have been calculated an the
basis of actuarial advice in accordance with
Actuariat Guidance Note GN11.The transfer
values of the accrued entitlement in respect of
qualifying services represent the value of assets
that the penston scheme would need to transfer
to another pension provider on transferring the
scheme's liability in respect of the directors’
pension benefits that they eamed in respect of
qualifying services. They do not represent sums
payable to individual directors and, therefore,
cannot be added meaningfully to annual
remuneration.

5.Remuneration of non-executive directors
The annual remuneration of the chairman of
the Board, P G Birch, is determined by the
committee having regard to independent
advice. The other non-executive directors each
receive a fee agreed by the Board following a
review of fees paid by comparable organisations.
Neither the chairman nor the other non-
executive directors receive any pension
benefits from the Company, nor do they
participate in any bonus or incentive schemes.

The unexpired term and the notice periods
(both from the Company and from the
exacutive directors) are 12 months, except in
the case of A E Macfarlane where his notice
period to the Company is six months. The
policy of the Company is for service contracts
to provide for 12 months notice of termination
by the Company, althcugh for newly appointed
directors there may be an initial contractual
period of up to two years before the 12 months
notice period applies.

The service contract of A M Collins provides for
an initiat term of two years from the date of
commencement of his employment by the
Group {27 May 2002) before the 12 months
notice period applies, His service contract also
provides for A M Collins to receive payment of
£171,150 on 30 June 2003 and £208,033 on
30 june 2007, provided that he has not left

the Group of his own volition or his contract
has not been terminated or he has not been
given notice of termination other than on the
grounds of ill-health or redundancy. In the
event that the employment of A M Collins is
terminated following a change of control of the
Cornpany, a sum of 12 months salary and
benefits is payable. The service contact for

i D Ellis provides for the payment of £215,000
onor before T July 2003 provided he continues
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Table 3 - Directors’ interests in ordinary shares

Ordinary Shares BShares Ordinary Shares
31 March 2003 21 March 2002
R G Bivch 20,005 13,000 22864
| Henderson 93,102 20879 L £89.440
FW Salway 11,064 | 2273 8,108
AE Macfarlane ] 3.485 1,000
SirWinfried Bischoff 8,750 16,000
P G Freeman 4375 5,000
D Rough appeinted G2/04/02 5175
A M Callins appainted 20/11/02 | 5145 |
1D Ells appointad 20/17/02 _L 3,744

* at dates of appointment

to be an emplayee of the company and has nat
given notice to terminate on or before 1 July
2003, The amount payable to A M Collins
reflects the amount and timing of incentive
arrangements which he was eligible to receive
from his former employer.

The amount payable to | D Ellis reflects a
payment made in respect of a change to his
service contract following the acquisition of
Trilliuro by Land Securities.

On three occasions since 2000, when directors
of the Company have left office before their
normal retirement age, Land Securities has
made a lump sum superannuation payment
into their pension fund. The Board has agreed
that such payments will no longer be made.
Save as disclosed above the service contracts and
letters of appeintment do not contain any
specific arrangements for compensation for
loss of office or early termination of their
service agreements.

The chairman and the other non-executive
directors do not have service agreements with
the Cormnpany.

7. Former long-term incentive arrangements
The 1984 executive share option scheme was
approved by the Inland Revanue on 24 April
1985 and permitted the remuneration
committee to grant options to directors and
key exacutives for a consideration of £1 for
each grant, The scheme, which expired on

24 April 1995, complied with best practice at
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the time of its intreduction and included such
standard terms as limitation on the aggregate
value of grants to each selected executive of
four times that individual's annual
remuneration and a bar on the exercise of
opticns within three years of their issue. There
were no changes to this scheme during the
year under review.

The Land Securities PLC 2000 executive share
option scheme was introduced in July 2000,
Details of this scheme are given on page 37.The
remainder of the options granted to directors
under the savings related schemes are exercisable
at prices between 650p and 697p per share after
three, five or seven years from date of grant,
Nen-executive directors do not participate in
and hence do not hold any options under the
group's share option schermes.

The long term incentive plan ('LTIP') closed to
new entrants on 371 March 2000 and current
performance periods will expire on 31 March
2005.1 } Henderson is the sole remaining
participating executive director at 3t March
2003.In summary an award of shares,up to a
raximurn of 55% of salary, is made if over the
previous five years the total shareholder return
of the Company is such that it warrants an
award. No award will be paid in respect of any
particular period unless the Group is ranked in
the first four of the eight companies in the
peer group in that period. Awards for ranking
positions in the first four of the group range
from 25% for fourth position to a maximum of
55% of salary for first position. Half of any

award witl be payable in cash and half in shares,
such shares to be released to the beneficiary
on the second anniversary of the award.
Pesformance has been such that no awards
were made under the plan in respect of

the year to 31 March 2003.There have

been no changes to the Plan during the year
under review,

8. Directors’ interests in ordinary shares

The beneficial interests of the directarsin the
ordinary shares of the Company as at 31.March
are disclosed in Table 3 above.

There have been no changes in the beneficial
shareholdings or share options of the directors
between the end of the financial year and

27 May 2003, save that on 17 April 2003, in
accordance with elections made prior to

31 March 2003, P G Birch, | | Henderson and

F W Salway redeemed their entire holdings of
B shares.

Mo director had any other interests in
securities of Land Securities Group PLC or any
of its subsidiary undertakings during the year.
The shareholdings above reflect the return of
capital implemented in September 2002.

The registers of directors’ share and debenture
interests and haldings of aptians, which are
open to inspection at the Company's registered
office, contain full details of directors’ interests.
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9. Performance graph

As required by recent legislation regarding the
directors’ remuneration report, the graph on
page 41 iltustrates the performance of the
Company measured by total shareholder retum
{share price growth plus dividends reinvested)
against a'broad equity market index’ over the

pericd since the 6 September 2002 return of
capital. As the Company is a constituent of the
FTSE All Share Real Estate sector this index is
considered to be the most appropriate
benchmark for the purposes of the graph, Given
the short time that has elapsed since the listing
of the new holding company, Land Securities

Group PLC, as part of the return of capital, the
committee felt that it woutd be helpful to
provide an additional graph illustrating
perfarmance compared with the FTSE 100 index
and the FTSE All Share Real Estate sector over
the pravious five years of the Company and its
predecessor.

Fl'able 4 -Directors' emoluments

Deferred|  Yotal emoluments
bonus excluding pensions

salary |  Bonuges
Executive £000 £'000
1] Hendersen 500 125
FW Salway {appointed 02/04/01) 295 75
A E Macfarlane (appointed 01/10/01) T 290 38
1D Ellis {appalnted 20/11/02) T 213]
A M Collins (appointed 20/11/02) 100 -
M R Griffiths {resigned 08/07/02) 71 10
J LK Murray (retired 28/06/01) 130 702
Pwalickrowski {resigned ‘I;‘Eﬁ——“ T T T 51 71 —k—&;
M ] Chande (resigned 08702/02) 536 ] 105
Non-Executive
P G Birch {Chairman) 148 |48 3| | B
P B Hardy (retired 08/07/02) 9 9 33
SirWinfried Bischoff 1 34 34| 3z
G | Henderson [retired 20/11/02) T ] 18 18 27
D Rough {appointed D2/04/02) s 35 ﬁ
P G Freeman ' i o | ol | w7 T
Total EES 65 214 6| zazs] 2ras]  am] 1am

Benefits consist of the provision of a company car, private medfcal facilities and life assurance premiums.

Deferred bonus shares represent the value ascribed to shares received under the annual bonus plan.

FW Salway received a banus of £30,000 as part of an agreed joining fee,

The bonus received by | D Ellis amounting to £213,470 was part of an agreement relating to the Tillium acquisition.
In addition to the above emclyments M R Criffiths received £350,000 as compensation for loss of office and £12,500 in lie of outstanding annual leave on leaving the Company.
The fees of Sirwinfried Bischeff are paid to Citigroup Eurcpe.
Pensions of £140,117 (2002 £166,000) were paid ta former directors of Land Securities PLC or their dependants. No other excess retirement benefits were paid during the period.
No payments were made to directors for expenses cther than those incured wholly and directly in the course of their employment as a director.

The tota! emoluments of the highest paid director, including gains before tax of £nil (2002 £5,800) made cn the exercise of share options during the year but excluding pension

contributions, amounted to £748,243 (2002 £624,900).

The accrued pension as at 31 March 2003 for the tighest paid director was £330,736 (2002 £294,719)
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Remuneration report
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This graph illustrates the value, at 31 March 2003, of £100 invested in Land Securities Group or
6 September 2002 compared with that of £100 invested in the #TSE Real Estate index.

This graph illustrates the value, at 31 March 2003, of £100 invested in Land Securlties
on 31 March 1998 compared with that of £100 invested In the FTSE Real Estate Index and FTSE 100 Index.

Table 5 - Directors’ options aver ordinary shares

Cranted '\
during year
No.of Grant Mo of Exgrelse

optlons at price | optionsat price Exercliable

Executive 1April 2002 No.|  {pence} | 31March2003 {pence) dates
I | Henderson n 27,000 27.000 61B& | 07/97-07/04
{2)] 174,562 174,562 8200 05/03-09/10

2) 27,500 27,500 8690 ) 07/04-07/11

13 2,709 876 650.0 3,585 67347 | Q7/(1-07/Q5

F'W Salway 2 35,000 35000 8010 ) 103110
(2) 40,000 40,000 869.0 | 07/04-07/11

(2} 30,500 812.0! 30,500 8120 | or/s-07n2

A E Macfarlane {2) 75,000 75,000 8130 1041111
{2} 30,500 30,500 8120 ) Q7/05-07/12

A M Collins {appointed 20/11/02) 2 70,0004 70,000 8120 | 07/05-07/12
1 I Ellis {appointed 20/11/02) (2) 40,5007 40,500 8680 [ Q7/04-07/17
(2) 44,0007 40,000 8120 07/5-07/12

3 2,546 2,546 650.0 08107

M R Griffiths (resigned 08/07/02) (1) 33,500 33,5007 6186 | 07/97-07/04
(2) 50,000 50,0001 8200 | 09/03-09/10

(21 41000 41,0001 8690 ] 07/04-07/11

{3 3,010 30708 646.1* | 07/02-07/05

* at date of appointment/retirement  * weighted average exercise price

(1) 1984 Executive Share Option Scheme

{2) 2000 Executive Share Option Scheme

(3) 1993 Savings Related Share Option Scheme

No directors’ share options were exercised or lapsed.

The range of the closing riddie market prices for Land Securities shares during the year was 679.5p 1o 984.0p. The middie market price &t 31 March 2003 was 732.5p. The
options exercisable ynder the 1993 Savings Related Share Option Schemae are exercisable after three, five or seven years from the date of gramt and are not subject to any

perfarmance condition.
Sir Winfried Bischoff

Chairman of the committee
For and an behalf of the Board
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Directors’ responsibilities and auditors' reports

Directors’ responsibilities

The directors are required by company taw 1o
prepare financial statements for each financiat
year which give a true and fair view of the state
of affairs of the Company and of the Group as
at the end of the financial year and of their
profit or loss for that period and comply with
the Companies Act 1985.

The directors are responsibie for ensuring that
applicable accounting standards have been
followed and that suitable accounting policies,
consistently applied and supported by
reasonabie and prudent judgements and
estimates, have been used in the preparation
of the financial statements.

11 s also the responsibility of the direciors to
prepare the financial staternents on the going
concern basis untess it is inappropriate to
presume that the Company and the Group will
continue in business.

The directors are also responsible for
maintaining proper accounting records so as
to enable them to comply with company law.
The directors have general responsibitities far
safeguarding the assets of the Company and of
the Group and for taking reasonable steps for
the prevention and detection of fraud and
other irregularities.

Independent auditors’ report to the members of Land Securities Group PLC

We have audited the financial statements on
pages 44 to 65 which have been prepared
under the historical cost convention {as
modified by the revaluation of certain fixed
assets) and the accounting policies set out in
the statement of accounting policies. We have
also audited the disclosures required by Part 3
of Schedule 7A to the Companies Act 1985
contaired in the directors’ remuneration report
('the auditable part').

Respective responsibilities of directors and
auditors

The directors’ responsibilities for preparing the
annual report and the financial statements in
accordance with applicable United Kingdom
law and accounting standards are set out in the
statement of directors’ responsibilities. The
directors are also responsible for preparing the
directors’ remuneration report.

Our responsibility is to audit the financial
statements and the auditable part of the
directors’ remuneration report in accordance
with relevant legal and regulatory
requirements and United Kingdom Auditing
Standards issued by the Auditing Practices
Beard. This report, including the opinion, has
been prepared for and enly for the Company’s
members as a body in accordance with Section
235 of the Companies Act 1985 and for ne
other purpose. We do not, in giving this
apinion, accept or assurme respansibility for
any other purpose or to any other person to
whom this report is shown or into whose hands
it may come save where expressly agreed by
our pricr consent in writing.

We report to you our opinion as to whether the
financial statements give a true and fair view
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and whether the financial statements and the
auditabte part of the directors’ rermuneration
report have been property prepared in
accordance with the Companies Act 1985.

We also report to you if, in our opinion, the
directors’ report is not consistent with the
financial statements, if the Cormpany has not
kept proper accounting records, if we have not
received all the information and explanations
we require for our audit, or if informatieon
specified by law regarding directors’ remuneration
and transactions is not disclosed.

We read the other information contained in the
annual report and consider the implications for
our report if we become aware of any apparent
misstatements or material inconsistencies
with the financial statemeants.

We review whether the corporate governance
statement reflects the Company’s compliance
with the seven provisions of the Combined
Code specified for our review by the Listing
Rules of the Financiat Services Authority, and
we report if it does not. We are not required to
consider whether the board's statements on
internal control cover all risks and controls, or
to form an opinion on the effectiveness of the
Group's corporate governance procedures or its
risk and control procedures.

Basis of audit opinion

We conducted our audit in accordance with
auditing standards issued by the Auditing
Practices Board. An audit includes examination,
on a test basis, of evidence relevant to the
amounts and disclosures in the financial
statements and the auditable part of the
directors’ rernuneration report. it also includes
an assessment of the significant estimates and

The maintenance and integrity of the

Land Securities Group PLC website is the
responsibility of the Company; the work
carried out by the auditors does not involve
censideration of these matters and,
accerdingly, the auditors accept no
responsibitity for any changes that rmay have
occurred o the financial statements since
they were initially presented on the website.
Legistation in the UK governing the preparation
and dissemination of financiat statements may
differ from legislation in other jurisdictions.

judgements made by the directors in the
preparation of the financial statements, and
of whether the accounting policies are
appropriate to the Company'’s circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit so asto
obtain all the information and explanations
which we considered necessary in order to
provide us with sufficient evidence to give
reasonable assurance that the financial
statements and the auditable part of the
directors’ remuneration report are free from
material misstatement, whether caused by
fraud or other irregularity or error. In forming
our apinion we alsc evaluated the overall
adequacy of the presentation of information in
the financial statements.

Opinion
In our opinian:

+ the financial statements give a true and fair
view of the state of affairs of the Company
and the Group at 31 March 2003 and of the
profit and cash flows of the Group for the
year then ended;

+ the financial statements have been properly
prepared in accordance with the Companies
Act 1985; and

- those parts of the directors’remuneration
report required by Part 3 of Schedule 7A to
the Companies Act 1985 have been properly
prepared in accordance with the Companies

ct 1985,

! oAMe
PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
London
21 May 2003

we
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Consolidated profit and loss account for the year ended 31 March 2003 J

Interestin Total Interest in Total
Group | Jointventure 2003 Group | joint venture 2002
Notes £m £m £m Em £m : £m
Gross property income 3 10713 168.2 1,239.5 977.1 435 | 1,025.6
Operating profit 3 462.4 B7.8 5502 4975 19.3 516.8
Profit an sales of fixed asset properties 3 26.6 15.1 4.7 13.4 - 13.4
Profit on ordinary activities before interest and taxation 3 489.0 102.9 5919 5109 193 530.2
Interest receivable and similar income 4 12.0 2.4 14.4 4.2 08 5.0
Interest payable and similar charges ! |
Gross 4 {195.9) {77.8) (273.7) (168.2) (245) (192.8)
Exceptional deficit on purchase and redernption of convertible bonds 4 {28.2) - {28.2} - - -
Exceptional cost of canceliationfnovation of interest rate swaps 4 {23.5) {0.2) {23.8) - - -
Interest capitalised 4 39.0 - 33.0 21.1 - 211
(208.6) (78.1) (286.7} (147.1} (24.6) (1741.7)
Profit/(loss} on ordinary activities before taxation 2924 | 27.2 319.6 368.0 (4.5} | 3635
Taxation 7 (89.7} (99.9)
Profit on ordinary activities after taxation 2299 : 2836
Dividends 8 {167.4) {178.4)
Retained profit for the financial period 26 62.5 85.2
Profit/(loss} on ordinary activities before taxation 2924 27.2 3196 368.0 (4.5) 3635
Profit on sales of fixed asset properties (26.6) {15.1) 4.7 {134}, - {13.4}
Bid costs 3 4.7 - 47 67 | 80 147
Exceptional items
Deficit on purchase and redemption of convertible bonds { 282 - 8.2 - - -
Cost of cancellation/navation of interest rate swaps 235 0.3 23.8 - - -
Group reorganisation costs 3 6.3 - 6.3 - - -
Revenue profit before taxation 328.5 124 - 3409 361.3 35 364.8
2003 2002
Basic Diluted Basic Diluted
Earnings per share 9 46.46p 46.44p 50.27p 49.54p
Adjusted earnings per share 9 50.39p 50.36p§ 51.61p 5081p
2003 2002
Dividends per ordinary share 8 i 35.50p 34.00p

Allincome was derived from within the United Kingdem from cantinuing operations. No aperations were discontinued during the year.
The interest in the joint venture was acquired on 13 December 2007. Results for the year ended 31 March 2002 therefore include three and a half months trading for that business.

The notes on pages 48 to 65 form an integral part of these financial statements.
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Balance sheets 31 March 2003 J

Group Company
2003 { 2002 {restated) | 2001 2002
Notes £m | £m | £m £m
Fixed assets i ‘
Intangible asset H i
Goodwill 1 36.7 | 389 | - -
Tangible assets
Invéstment propertias 12 78239 7.8000 |
Operating properties 14 5574 4285 |
Praperties 15 83813 | 5,2289 | - -
Other tangible assets 17 41.5 453 -~ -
Investrrent in jaint venture
Share of gross assets of joint venture 33 1170.2 ¢ 1,297.8
Share of gross liabilities of joint venture 33 (1.063.4) | {1,1020) |
1068 1868 | - -
Investrpent in group undertaking 18 4,092,7 -
8,566.3 | 85019 | 4,092.7 -
Current assets
Trading properties 526 | 369 - -
Gebtors falling due within cne year 19 273.5 254.8 5.1 -
Debtors falling due after more than one year 19 15.9 55 - -
investrnents: shart term deposits 34 | 609 09 -
Cash at bank and in hand 96.0 75 | 0.1 § -
4414 3656 | 61 | -
Creditors falling due within one year 20} {594.9): (8909) {495.6) ; -
Net current liabitities {153.5) (3253) {489.5) -
Total assetsless current Habilitles 84128 8,1766 3,603.2 -
Creditors falling due after more than one year -
Debentures, bonds and loans 21 (2.648.4) {1.744.0) | - - =
Convertible bonds 22 - (2433} - - :‘E
Other creditors 23 (22.3} (228} - - g
Pravision for liabilities and charges 24 (179.0) (129.9) - - =
- 55631 60%6 . 36032 R
Capital and reserves i
Called up share capital 25 76.9 5243 | 76.9 -
Share premium account 26 13.3 - 13.3 -
Merger reserve 26 - - 373.6 -
Capital redemption raserve - 26 o1 ; - 01 -
Revaluation reserve 26 32,0389 | 33769 - -
Oner reserves % - 9013 - -
Profit and loss account 26 ; 24339 | 1,234.1 3,139.3 | -
Sharehalders’ funds 26 5,563.1 60366 3,603.2 -
Equity shareholders’ funds 26 | 55327 | 60366 35728 -
Non-equity shareholders' funds 26 | 304 - 304 ; -
2 | 5563.1 | 60365 | 3,603.2 | -
Net assets per share 0 | 1188p! 11510}
Diluted et assets per share 10 i 1188p; 1132p
Adjusted net assets per share 10 § 1215p! 1176p!
Adjusted diluted net assets per share 10 | 1215p; 1135p]
The combined reserves as at 31 March 2002 have bee ttated as required under merger accounting rules for the effects of the Scheme of Arrangement ('scheme’), described in Note 1, toreflect
the intreduction of Land Securities Group PLC as thff ne
1} Henderson A EMacfarlane [

Directors
The firancial statements an pages 44 to 85 were
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rConsolfdated cash flow statement for the year ended 31 March 2003

2003 2002

Notes | £m £m
Het cash inflow from operating activities 27 484.4 406.2
Returns on investments and servicing of finance :
Interest recefved 12.0 4.2
Interest paid (292.0) (166.5)
Net cash outflow from returns on investments and servicing of finance {280.0) {162.3)
Taxation — corporation tax paid (95.8) (111.3}
Net cash inflow from operating activities and
investments after finance charges and taxation 108.6 1326
Capitat expenditure
Investment property development expenditure (301.4) (255.4}
Acquisitions and other capital expenditure* {311.8) (306.1)
Additions to propersties (613.2) (562.5)
Sales of properties 436.3 549.2
Investing in properties (176.9) (13.3)
Increase in other tangible assets (12.9} {196)
Met cash outflow on capital expenditure acquisitions {189.8) (32.9)
Acquisitions
Investment in joint venture - (146.4)
Part repayment of loan capital by joint venture 80.6 -
Equity dividends paid (176.6) {172.5)
Cash outflow before use of liquid resources and financing (177.2) {219.2)
Management of liquid resources 28(a) 57.5 (38.9)
Financing
Yssues of shares 25{a) 1.2 11
Repayment of B shares 26(a) (511.1) -
Purchase and canceilation of own ordinary shares 26{a) {5.1) -
Inceease in debt. 28(b) 728.2 2396
Net cash inflow from financing 213.2 240.7
Increase/(decrease) in cash inyear 93.5 (17.4)
*Includes £105.8m on the BBC develepments and £14.4m on life cycle capital expenditure.
Reconciliation of net cash flow to movements in net debt
Increase/(decrease) in cash in year i 93.5 (17.4)
Cash {inflow)/cutflew from {decrease)/increase in liquid resources 28{a) {57.5) 389
Cash inflow from increase in debt 28(b) § (728.2) (239.6)
Change in net debt resulting from cash flow 29 (692.2) {218.1)
Non-cash changes in debt 29 | 45.0 3.8
Movernent in net debt in year {647.2) {214.3)
Net debt at 1 April {1.942.7) (1.727.8)
Net debt at 31 March 29 | (2.589.3) {1.942.1)
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Qther primary statements for the year ended 31 March 2003 _]

2003 2002
Statement of tatal recognised gains and losses Notes | Em £m
Profit on ordinary activities after taxation [page 44) 229.9 263.6
Unrealised deficit on revaiuation of investment properties 26 (56.8) {105.5)
Share of unrealised surplus on revaluation of investment properties held in joint venture 26 - 46,8
Taxation on revaluation surpluses realised on sales of investment properties 26 {25.4) {12.0)
Total gains and losses recognised since last finandial statements 147.7 192.9
| 2003 2002
Note of historical cost profits and losses Notes | £m £m
Profit on ordinary activities before taxation (page 44) 319.6 363.5
Revaluation surplus arising in previous years now realised on sales of investment preperties 26 281.2 23738
Taxation on revaluation surpluses realised on sales of Investment properties 26 [25.4) (12.0)
——
Historical cost prafit on ordinary activities before taxation 5754 5893
Taxation 7 (89.7) (99.9)
Historcal cost profit on ordinary activities after taxation . 485.7 489.4
Dividends 8 i (167.4) (178.4)
- — ﬂ___{‘.____m
Retained historical cost profit for the financial year 318.3 3110
2003 2002
Reconciliatfon of movements in shareholders' funds Notes £m £m
Profit on ordinary activities after taxation {page 44) 229.9 263.6
Dividends 8 (167.4); (178.4)
Retained profit for the financial year (page 44) 62.5 85.2
i i
Urrealised deficit on revaluation of investrent properties 26 (56.8) ! {1055} =
Share of unrealised surplus on revaluation of properties held [n joint venture 26 - 46.8 ;
H 0
Taxation on revaluation surpluses realised on sales of investment properties 26 {25.4) : [12.0) =
i ™
'ssues of shares 26 624 ; 43 »
Repayrment of 8 shares 26 (511,1); -
Puschase and cancellation of own ordinary shares 26 {5.1) -
Net change in shareholders’ funds (473.5) 188
Opening shareholders’ funds 26 6,036.6 [ TS)
Closing shareholders' funds 26 : §,563.1 60366
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Notes to the financial statements
for the year ended 31 March 2003

1. Basis of accounting

In July 2002, Land Securities PLC announced proposals for
the return of £541m te shareholders by way of a capital
reorganisation, incorporating a Scheme of Arrangement.
Following approval by shareholders in August 2002

and subsequent ratification by the Court in September,
shareholders have exchanged their shareholdings in

Land Securities PLC for a combination of shares in a newly
formed Company, Land Securities Group PLC {(“the
Company"). This exchange, which was made on the basis of
seven ordinary shares and eight B shares in the Company
for every elght ordinary shares in Land Securities PLC, had
the effect of introducing the Company as the new holding
company of Land Securities PLC and its subsidiaries,
Holders of 8 shares have the right to have their shares
redeemed for 102p each in cash, although shareholders
were given the choice of electing for an immediate
redemption of these shares in September. Approximately
94% of shareholders elected for such immediate
repayment with the remaining shareholders retafning their
B shares for later redemption in accordance with their terms.

The repayment of the B shares was effected by reducing the
capital of the Company. This was achieved by cancelling and
repaying the B shares held by those shareholders who had
elected forimmediate cash repayment and, in addition, the
share capital of the Company was reduced by decreasing
the nominal amount of each ordinary share issued pursuant
to the scheme from 683p to 10p. This second reduction of
capital has created distributable reserves of approximately
£3.1bn which will be available to faciiitate the repayment
of the B shares held by sharehalders who have elected for
deferred repayment. The balance of the reserves will give
the Company additional financial flexibility.

The Company was incorporated on 7 February 2002 as
Hackplimeo {no. 104) plc and changed its name to Land
Securities Group PLC on 25 June 2002. On 6 September
2002 the Company acquired 100% of the issued

share capital of Land Securities PLC, following the
implementation of the Scheme of Arrangement under
section 425 of the Companies Act 1985, described above.
In these results, the Company has accounted for its
acquisition of Land Securities PLC using merger rather than
acquisition accounting principles,

Schedule 4A to the Companies Act 1985 and FRS6
‘Acquisitions and Mergers' requires acquisition accounting
to be adopted where all the conditions laid down for
merger accounting are not satisfied. Under the Scheme of
Arrangernent, hot all of the conditions were satisfied
because the fair value of the non-equity share element of
the consideration (the redeemable 8 shares) issued by the
Company for the shares in Land Securities PLC exceeded
10% of the nominal value of the equity share element of
the consideration,

However, in the opinion of the directors, the Scheme of
Arrangement is a group reconstruction rather than an
acquisition, since the shareholders of the Company are the
same as the former shareholders in Land Securities PLC and
the rights of each sharehalder, relative to the others, are
unchanged and no minority interest in the net assets of the
Group s altered_Therefore, the directors consider that to
recerd the Scheme of Arrangement as an acquisition by the
Cornpany, requiring the attribution of fair values to the
assets and liabilities of the Group and reflecting only the
post Scheme of Arrangerment results within these financial
statements would fail to give a true and fair view of the
Group's results and financial position.
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Accordingly, having regard to the averriding requirement
under section 227(6) of the Companies Act 1985 for the
financial statements to give a true and fair view of the
Group's results and Financial position, the directors have
adopted merger accounting principles in drawing up these
financial statements. The directors consider that it is not
practicable to quantify the effect of this departure from the
Companies Act 1985 requirements.

The financial information for the year ended 31 March
2002 has been restated for the effects of the Scheme of
Arrangement. The combined reserves as at 31 March 2002
have been restated to reflect the intraduction of the new
holding company, as required under merger accounting
rules. The impact of the reduction and return of capital is
shown a5 movements in reserves in the current period
when the Scheme of Arrangement was effected. However,
as Land Securities Group PLC did not trade prior to the
Scheme of Arrangement and had no material assets, the
restatement only affected consolidated reserves.

2, Accountlng policies

The firancial statements have been prepared in accordance
with applicable accounting stangards under the historical
cost convention madified by the revaluation of investment
properties. Compliance with SSAP 19"Accounting for
investment Properties” requires a departure from the
requirements of the Companies Act 1985 relating to
depreciation and amortisation and an explanation of this
departure is given in (h) (ii}) below.

The significant accounting policies adopted by the Grou p
are set out below,

(a) Consolidation

The consalidated financial statements of the Group include
the audited financtal statements of the Company and
group undertakings, all of which were for the year ended

31 March 2003. Group undertakings and interests in joint
ventures acquired during the year are accounted for from
the date of acquisition.

The joint venture is included under the gross equity method
in accordance with FRSS "Associates and Joint Ventures”.
This requires the Group's share of the joint venture's profit
and loss account to be shown separately in the income
statement, and the Group’s share of the joint venture's
gross assets and liabilities to be shown on the face of the
balance sheet.

The Group has interests in various partnerships which are
treated a5 ‘joint arrangernents’ in the Group’s financial
statements. The Group's share of the assets, liabilities,
income and expenditure of these partnerships is included in
the relevant sections of the consolidated profit and loss
account and balance sheet as required by FRS9.

(b) Consolidated profit and loss account and other
primary statements

The prafit on ordinary activities before taxation is arrived
at after taking into account income and outgoings on

all properties, Including those under development. in
accordance with FRS3'Reporting Financial Perfarmance’,
profits and losses on properties sold during the year are
calculated by comparing net sales proceeds with boak valyes.

Surpluses and deficits relating to previous years realised on
investment properties sold during the year are transferred
directly from the revaluation reserve to retained profits and
do not pass through the profit and loss account.

Unrealised capital surpluses and deficits, including those
arising on the periodic revaluation of propertles, are taken
torevaluation reserve.

(c) Gross property income

The Graup's gross property income comprises rental
income, service charges and other recoveries from tenants
of its investment properties, property services income
earned by its total property outsourcing business and
proceeds of sales of trading properties, income is credited
tothe profit and loss account as space and other services
are provided te customers. Gross property income includes
costs recovered from tenants and outsourcing customers.

In accordance with the Accounting Standards Board’s

(ASB) Urgent Issues Task Force Abstract 28 'Operating Lease
Incentives’ (UITF28) the Group treats any incentive for
lessees to enter into lease agreements as a revenue cost
and accounts for rental income from the commencement
date of any rent-free pericd. The cost of all lease incentives
{such as rent-free periads or contributions to tenants'
fitting out costs) is, therefare, offset against the total rent
due and the net rental income is then spread evenly over
the shorter of the perfod from the rent commencement
date to the date of the next rent review or the lease end date.

(d) Bid costs

In accerdance with the ASB's Urgent Issues Task Force
Abstract 34 'Pre-contract Costs’ (UITF34), bid costs incurred
prior tothe exchange of a contract, with no material pre-
conditions to completion, and which do not comprise
incidental costs associated with the acquisition of fixed
assets or finance costs, are expensed.

(e} Pensions

Contributions to defined benefit pension schemes, which
are based on independent actuarial advice, are charged to
the profit and loss account on a basis that spreads the
expected costs of benefits over the employees’ working
lives with the Group. Variations from regular costs are
spread over the anticipated remaining working lives of
employees in the schemes,

The Group has applied the transitional provisions of
FRS17"Retirement Benefits' and appropriate additional
disclosures have been included in Note 5,

{f) Taxation

In accordance with FRS16'Current Taxation', taxation
arising on the sales of properties is charged to the profit and
loss account in respect of the excess of net sale proceeds
aver book value and to the statement of total recogrised
galns and losses in respect of prior year revaluation
surpluses realised on those sales.

No provision is made for the taxation which would become
payable under present legislation If the Group's properties
were sold at the amounts at which they are carried in the
financial statements. However an estimate of the patential
liability is shown in Note 24,

In accordance with FRS 19 Deferred Tax":

(i} deferred tax s recognised in full in respect of
transactions or events that have taken place by the balance
sheet date and which could give the Group an obligation to
pay more or less tax in the future

{ii) deferred tax Is not recognised on revaluation gains and

losses where these are not taken to the profit and loss
account
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{iii} Full provision is made for timing differences which, in
the Group's case, arise primarily from capital allowances
and industrial building allowances and the capitalisation
and timing of recagnition of certain interest payable.
Following the sale or demalition of a property, any deferred
tax provision not crystallised is released to the profit and
loss account,

{2) Goodwill

Goodwill arising on the acquisitions of group undertakings,
calculated as the excess of cost aver the fair value of net
assets acquired, is capitalised in the year in which it arises
and amortised to the profit and loss account over 20 years
or its usefui life, whichever is the shorter.

(h) Investment properties

(i) valuation

Investment properties, including those that comprise part
of the development programme, are carried in the financial
statements at open market values based on the latest
professicnal valuation. A valuation was carried out by
Knight Frank as at 31 March 2003, Properties are treated as
acquired when the Group enters into an unconditional
purchase contract and as sold when subject to an
unconditional contract for sale. Additicns to properties
consist of costs of a capital nature and, in the case of
investment properties under development, certain
capitalised interest (see Note h{ii) below), Pre-
commitment expenditure incurred in studying the
feasibility of potential development and refurbishment
schemes is written off to the profit and loss account end
included in'other direct property expenditure’ if it is likely
that the related project will be abortive or that the
expenditure will be of no benefit to an alternative scheme
thatis being pursued. Other overhead costs in respect of
developments and refurbishments are treated as revenue
expenditure and written off as incurred,

(ii) Capitalisation of interest

Gross interest associated with direct expenditure on
properties under development or undergoing major
refurbishments is capitalised. The rate used is the Group’s
pre-tax weighted average cost of borrowings or, if
appropriate, the rate on specific associated borrowings.
Interest is capitalised as from the commencement of the
development work until the date of practical completion,
The capitalisation of finance costs is suspended, however, if
there are prolonged periods when devetopment activity is
interrupted. interest is also capitalised on the purchase cost
of a sTte or property if it was acquired specifically for
redevelopment in the short term. Interest is not capitalised
on the acquisition cost of properties previously held as
investments,

{iii) Depreciation and amortisation

In accordance with SSAP 19, depreciation is not provided on
investment properties that are held as freeholds or on
leases having more than 20 years unexpired. This is a
departure from the Companies Act 1985 which requires alt
tangible assets to be depreciated. In the opinion of the
directors, this departure is necessary for the financial
statements to give a true and fair view and comply with
applicable accounting standards which require properties
tobeincluded in the financial statements at oper

market value.

The effect of depreciation on the value is already reflected
in the valuation of investment properties, and the arount
attributable to this factor cannot reasonably be separately
identified or quantified by the valuers. Had the provisions of
the Act been followed, net assets would not have been
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affected but revenue profits would have been reduced for
this and earlier years and revaluation surpluses/deficits
would have been correspendingly increased/decreased.

{i) Operating propertles

These are properties owned and managed by Land
Securities Trillium, the Group's total property outsourcing
business unit, and which typically do not satisfy the
definition of ‘favestment properties’. Operating properties
are carried at depreciated cost and not revalued, and are
subject to periodic impairment reviews. Such reviews
compare forecast book values with forecast net sales
proceeds at the point in the future when the assets are
expected to be sold. Provisions are made if any shartfall in
value is identified.

Freehold land is carried at historical cost and is not
depreciated.

Freehold buildings are depreciated in equal annual
instalments over 50 years. Any premiums paid to acquire
leaseholds are amortised over their unexpired lease terms.

Expenditure which enhances the economic benefits of a
freehold building is capitalised and depreciated over the
appropriate periods up to a maximum of 50 vears. Capital
expenditure on leasehold properties is depreciated over the
shortest of the life of the asset, the expected pericd of
occupation of the relevant building and the remaining life
of the underlying property outsourcing contract. Repair and
maintenance expenditure is written off to the profit and
loss account asincurred.

(j) Other tangible fixed assets

These comprise computars, motor vehicles, furnitire,
fixtures and fittings, improvements to Group offices and
the costs of developing Landflex products and are
depreciated on a straight-line basis over their estimated
useful lives of between two and five years.

(k} Investments in group undertakings
The Company’s investments in the shares of group
undertakings are carried at cost.

Assets and liabilitles of acquired entities are brought into
consolidation at fair value as at the date of acquisition.
Where the cost of acquisition exceeds the fair value of the
net assets acquired, the difference is treated as goodwilt
and capitalised in the Group's balance sheet in the year of
acquisition. The goodwill arising is amortised to the profit
and loss account in accordance with Note (g).

The results and cashflows of acquired group undertakings
are included in the consclidated profit and lass account and
the consolidated cash flow statement from the date of
acquisition.

(L) Trading properties

Trading properties are those properties held as stock for
sale and, being current assets, are carried at the lower of
cost and net realisable value. Trading profits are recognised
upen exchange of contracts for the unconditional sale of
property. Costs of sale include direct costs plus an
appropriate proportion of infrastructure costs attributable
to the property.

(m) Provisions for liabilities and charges

A provisionis recognised where there is a present
obligstion, whether legal or constructive, as a result of a
past event for whichit is probable that a transfer of
economic benefits will be required to settle the obligation

Notes to the financial statements
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and a reasonable estimate can be made of the amount of
the obligation,

Provision is made for dilapidatians that will crystallise in
the future where, on the basis of the present condition of
the property, an obligation already exists and can be
reliably estimated. The estimate will be revised if necessary
over the remaining period of the lease to reflect changes

in the condition of the building or other changes in
drcumstances. Unless there is evidence to the contrary, it is
assumed that the dilapidations cbligation arises in the last
five years of a iease. The estimate of the amount of the
obligation takes account of refevant external advice.

(n) Financial instruments
The Group uses interest rate swaps 16 help manage its
interest rate risk.

Where interest rate swaps are hedging existing interest rate
exposures of are expected to hedge future interest rate
exposures, the differences between the interest payable by
the Group and the interest payable to the Group by the
swap counterparties are dealt with on an accruals basis.
Where interest rate swaps are not deemed likely to hedge
interest rate exposures for the foreseeable future, the mark
to market value of the relevant interest rate swaps Is taken
torthe profit and loss account.

Gains and losses arising on the cancellation of swaps are
taken to the prafit and loss account unless the swaps had
been pre-designated as hedging specific borrowings. in the
latter case, the accounting treatment of the gain or loss on
cancelling the swaps will typically mirror the accounting
treatment of the hedged borrowing.
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' 3. Segrental information

Total Total
Property property Property Joint 2003 Property property Property Joint 2002
investment outsourcing trading  Group Total | investment outsourcing trading  Group venture Total
{i} Profit and loss account £m £m £m £m £m £m £m £m £m Em £m £m
(Note (iii}{a)) [Note {iii)(a})
Rentalincome (Note (iii)(b)) 519.7 5187 519.7 5259 5259 5259
Service charges and other 55.9 559 55.9 53.1 531 53.1
recoveries (Note {jii)(c))
Property services Income (Note (iii)(d))
~ Unitary charge 3424 295.8
~{apital projects and other
rzimbursable costs 149.6 619
492.0 492.0 166.3 6583 357.7 3577 485 4062
Praceeds of sales of trading properties 3.7 37 19 5.6 40.4 4G4 404
Gross property income (page 44) 575.6 492.0 3.7 10713 168.2 1,239.5 579.0 357.7 404 977.1 48.5 10256
Rents payable (17.0} (97.5) - (1145) (499} (164.4) (17.4) {92.7) - Mon (144) (1245
Qther direct property or contract
expenditure (Note (jii)(e}) (71.1) (328.3) - {3994) - (399.4) {620) (187.9) - {2499) ~ (2499)
Indirect property or contract
expenditure (Note (jil)(F)) (33.8) (7.7) {1.5) (43.0) (14.1) (57.9) (29.4) (16.7) (1.5 (47.6) (3.0) (508)
Bid costs - (4.7) - {4.7) - {47 - (6.7) - (6.7) (80) (147)
(104.9) (340.7) (1.5)  (447.1} (14.1} (461.2) (91.4) (211.3) (1.5)  (304.2) (11.0) (315.2)
Costs of sales of trading properties {24) (2.4) (1.4) (3.8} (34.6) (34.6) - (348)
453.7 53.8 (0.2} 507.3 1028 6101 470.2 537 43 528.2 23.1 5513
Depreciation {Note (iii)(g)} {9.8) {14.9) - (24.M (15.0} (39.7) (4.0) {10.9) - (14.9) (38) (87)
Amortisation of goodwill - (2.2) - (2.2) - (22 - (2.3) - (2.3) - (2.3}
443.9 367 (0.2) 4804 87.8 5682 466.2 40.5 43 5110 193 5303
Profit on sales of fixed assat properties 26.5 0.1 - 26.6 151 417 10.1 33 - 134 . - 134
Segment profit 470.4 368 0.2} 507.0 1029 6099 4763 438 43 524.4 193 5437
Common costs (Note (jii)(h)) (1.7} {13.5}
Group reorganisation costs {6.3) -
e N
Gperating profit {page 44) 550.2 516.8
Profit on sales of fixed asset properties (page 44) 417 134
Profit on ordinary activities before
interest and taxation {page 44) 591.9 530.2
Tatal ‘Tatal 2002
Property property Property 2003 Property property  Property (restated)
investment  outsourcing trading Total investment outsourcing trading Total
(i} Met assets £m £m £m Em £m £m £m £m
Properties in developrment
programme {Note 13) 967.4 - - 967.4 7908 - - 7908
Other investment properties 6,856.5 - - 6,856.5 7,009.2 - - 7.009.2
Operating properties - 557.4 - 557.4 - 428.9 - 4289
Other tangible and intangible fixed assets 12.0 66.2 - 78.2 17.7 66.5 - 84.2
Fixed assets 7,835.9 623.6 - 8,459.5 7.817.7 495.4 - 83131
Investment in joint verture - 106.8 - 106.8 - 188.8 - 1888
Net current (liabilities)/assets
[excluding financing and dividends) {114.3) 379 64.1 {12.3) [275.5) (22.2) 43.7 {254.0)
77216 768.3 64.1 8,554.0 7542.2 562.0 43.7 82479
Financing and dividends (2,789.6) {2,05856)
Long term liabilities and provisions {201.3) (1527}
Net assets 55631 6,036.6

(ifi} Notes to the segmental information

(a) Includes the results of investment properties under deveiopment and the Group's share of the results of its development partnerships (Note 32),

{b}As a consequence of adopting UITF28, rental income includes £7.3m (2002 £3.5m) of rent receivable allocated to rent free periods falling in the sespective financial years,
Rentalincome alsc include the net income from managed aperations e.g. car parks, food courts, serviced offices and flats.

{c) Includes income in relation te service charges and directly recoverable expenditure together with any chargeable management fee.

{d) Property services income represents unitary charges and the recovery of other direct property or contract expenditure reimbursable by customers.

(e) Otherdirect property or cantract expenditure are costs incurred in the direct maintenance and upkeep of preperties together with the costs of rent reviews, lease renewals and
relettings of properties and in providing services in compliance with cutsourcing contracts together with additional costs incurred at the request of customers and reimbursable by them.
Void costs, which include those relating to empty properties pending redevelopment and refurbishment costs, and costs of development schemes which are not proceeded with are also
included. Wincludes pre-commitment costs written off of £3.9m {2002 £Nil),
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{f) Indirect property or contract expenditure are indirect costs of managing the portfolio. It includes the cost of staff Involved in development projects and al! office administration and
operating costs other than common costs.

(g) Depreciation includes £5.9m {2002 £Nil) of accelerated depreciation relating to a re-assessment of the remaining useful lives of certain information systems used by the property
investment business.

{h) Common costs comprise all costs associated with central Group management including Company secretarial and non-executive directors, their premises costs and non-segment
related depreciation charges.

The Group total of indirect property or contract expenditure, depreciation and common casts includes:

2003 2002
£m £m
Auditors’ remuneration:
Audit fees [Company: £80,000; 2002 £Nil) 0.5 03
Non-audit fees for:
Bids — Land Securities Trillium new business 0.2 0.2
Tanation 1.0 0.4
Other advice 0.5 07
1.7 1.3
Directors' remuneration 3.2 : 4.2
Depreciation (including depreciation in‘commaon costs' in (i) above) 26.4 160

In additicn, the auditors also received nor-audit fees of £0.5m (2002 £2.6m) from Telereal. £0.4m (2002 £1.6m) of this was paid te PwC Consulting before it was sold to 1BM,

]LFlnance J

2003 2002
Group  Joint venture Total Group  Joint venture Total
£m £m £m £m £m £m
Interest receivable:
Short term deposits 09 0.9 33 08 4,1
Other interest receivable 34 24 58 0.9 - 09
Loan te joint venture 7 7.7 - -
120 2.4 14.4 4.2 G8 50
Interest payable;
Borrowings not wholly repayable within five years nr.z 70.7 187.3 1326 200 152.6
Borrowings wholly repayable within five years 76.2 76.2 - 326 3.7 363
Other interest payable 2,5 2.5 3.0 08 39 —
1959 701 266.0 168.2 244 1928 ot
Loans from joint venture partners .7 .7 - - - Z
Deficit on purchase and redemption of convertible bonds (Note 22) 28.2 - 28.2 - - E E
Cost of cancellation/novation of interest rate swaps 235 0.3 23.8 - - - [}
Less: Capitalised in relation to properties under development (39.0} - (39.0) {21.1) - (21.1) s
»
208.6 78.1 286.7 147.1 246 171.7

Interest has been capitalised at the Group's pre-tax weighted average barrowing rate for non-specific borrowings for the year of 8,3% (2002 8.5%) as explained in Note 2{h)(ii)-
Mon-specific borrowings exclude certain tank debt which is specific to the PRIME contract.

Interest payable on borrawings wholly repayable within five years includes £6,7m of arangement fees out of a totalof £8.4m incurred in relation to the ytilised proportion of the £1.5bn of
new committed bank facilities (Note 21) put in place during the year. The batance of the arrangement fees is being amortised over the remaining lives of the facilities.

[S. Staff, directors and pensions _]
2003 2002 2003 2002
. No. No. £m £m
Employees
The average number of employees during the year, excluding directars, and the corresponding aggregate staff costs were:
Indirect property or contract and administration 392 329 31.6 229
Direct property or contract services:
Fult time 984 777 - 43.2 328
Part time 52 51 0.6 05
1428 1157 5.4 56.3
Staff costs
Salaries 52.3 40,1
Secial Security 6.4 47
Cther pension 9.5 49
Incentive schemes 7.2 66
75.4 56.3

In addition to the above, 338 staff have been transferred from BT, in accardance with TUPE regulations, to Land Securities Trillium Telecom Services Limited, a wholly owned subsidiary of
Land Securities PLC. These staff are made available to Telereal Services Limited to deliver senvices to BT.All related staff casts are reimbursed to the Group by Telereal Senvices Limited.
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5. 5taff, directors and pensions (continued) J

2003 2002
£m £m

Directors
Aggregate emoluments excluding pensions 24 2.8
Aggregate gains made on the exercise of share options {2003 ENil; 2002 £48,100} - -
Company contributicns te pension schemes 0.5 13
2.9 4.1

Four directors (2002 four) have retirerment benefits accruing under maney purchase pension schemes, Retirement benefits acerue to one (2002 two) director under the Group's defined
berefit pension schema.

Informaticn on directors’ emoluments, share optiens and interests in the Company’s shares Is given in the Remuneration Committae's Report on pages 36 to 41.

Pensions
The charge to profit and loss account for pension costs during the year is made up as follows:
2003 2002
£m fm
Regular pensicn cost 3.2 31
Variations from regutar cost 32 10
Other schernes 36 2.6
Net pension cost 10,0 67

The amount under cther schemes includes the actual contributions paid to the Group's defined contribution schermes and sums paid to the BBC and BT schemes, as required under the
terms of the participation agreements in those schernes, explained below.

Defined benefit scheme

The Pension & Assurance Scheme of the Land Securities Group of Companies {"the Scheme') is the only material defined benefit pension scheme of the Group. The Scheme, which is closed
to new entrants and which is nan-centributory for employees, provides defined benefits based on final pensionable salary. The assets of the Scheme are held In a self-administered trust
fund which is separate from the Group's assets.

Contributions to the Scheme are determined by a qualified independent actuary on the basis of triennial vatuations using the projecied unit methed. As Ve Scheme is r_'.cvsed 1o new
members, the current service cost will be expected to increase as a parcentage of salary, under the projected unit method, as members approach retirement,

The last formal actuarial valuation, undertaken for the purpases of setting the ongoing contribution rate, was carried out as at 6 April 2001,

At valuation

€ April 2001

The key assumpticns adopted for this valuaticn were as follows: %

Rate of ingrease in pensionable salaries 5.00

Rate of increase in pensions in payment. 275
Discount rate

— prior to retirernent : 6,50

—inretirement 5.50

Inflation 2.75

Actuadial value of assets (% of market value) 106.00

The valuation showed that there was a deficit of £1.2m. The market value of the Scheme’s invested assets (excluding the value of annuities purchased to provide certain pensions in
payment) as at 6 April 2001 was £60.8m. The actuarial value of these assets represented 99% of the value of the Scheme’s liabilities at that date. However, the situation has deteriorated
since April 2001 as explained below,

The actuary recommended that the employer contribution rate be increased from 25% to 30% of pensionable salaries with effect from April 2001, Employer contributions were paid at
this rate during the year to 31 March 2003.

Employer contributions will continue at 30% of pensionable salaries until completion of the next formal valuation to be carried out no fater thar as at 1 July 2003.

The year to 31 March 2003 has been marked by further falls in the market value of equities and this has, in common with other UK pension schemes, resulted in @ material detertoration of
the funding position of the scheme and the deficit. The impact of this change is reflected in the additional disclosures required under FRE17 shown below.

As a result of the decline in the funding position of the scheme since the last full actuarial valuation in April 2001, in March 2003 the Group made an additional one-off cash contribution of
£7.5m together with the first payment of an additional annual contribution of £1.5m recommended by the scherne’s actuary. The additional annual contributions will be subject to review
inthe fight of future market conditions and vatuations. The £7.5m contribution is being amortised end charged te the profit and loss account over 10 years, the estimated remaining service
life of the Scheme's active members. The pension charge for the current year reflects the amortisation and the initial £1,5m additional contribution as variations from regular cost.

Contributory money purchase scheme

A contributery meney purchase scheme was introduced on 1 January 1999 for all new administrative and senior property based staff, subject to eligibility, togather with a separate similar
scheme, effective 1 April 1998, for other property based staff. A further separate similar scheme, previcusly set up by Trillium, is also in operaticn for Land Securities Trilliurn staff.

Other schemes

As part of the PRIME Agreement, the Group is cbliged to provide pension benefits under a now closed funded defined benefit scheme applicable toless than 20 employees.

During the year the Group participated in the BBC pension scheme in respect of 168 employees who were transferred from the BBC to Land Securities Trillium Media Services Limited
as part of Land Securities Trillium’s outsourcing contracts with the BBC. Separate pension arrangements have been set up for these employees with effect from 1 April 2003.

Land Securities Trillium Telecem Services Limited has put in place a defined benefit scheme with the same terms and conditions as the BT scherne for 333 staff who transferred from BT ta the
scheme from 1 May 2002, All relevant pension costs are recharged to Telereal Services Limited,

There are also certain historic unfunded pensiens being paid te three former directors of Land Securities PLC or their dependants in accordance with their service contracts.
All death-in-service and benefits for incapacity arising during emplayment provided by the Group are wholly insured.
Na post-retirement benefits other than pensions are made available to employees of the Group.
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Additional disclosures under FRS17 'Retirement Benefits’

As noted above, a full actuarial valuation of the Scheme was undertaken on 6 April 2001. This valuation has been updated to 31 March 2003 for the purposes of the following additional

disclosures required by the transitional provisions of FRS17. The major assumptions used in this valuation, in nominal terms, were:

Rate of increase in pensionable salaries
Rate of increase in pensions in payment
Discount rate

Inflation

2003

% |
475 |
250 |
550 |
2.50 |

2002
%
5.00
275
6.00
2.75

Following the increased contributions made in March 2003, the pension fund deficit was estimated at some £18.6m in March 2003.

The market value of the assets in the Scheme (including the annuities purchased to provide certain pensions in payment) and the expected rate of retumn [net of investment management

expenses) were:
Expected rate of return Fair value
2003 2002 2003 2002
. % % £m £m
Equities 7.5 75 319 46.2
Bonds and insurance contracts 5.5 60 349 287
Other 3.75 4.0 10.4 2.7
Total market value of assets 76.4 776
Actuarial value of scheme liabilities (95.0) (87.5)
Deficit in the scheme {18.6} (9.9)
Related deferred tax asset 56 30
Net pensicn tiability {13.0} [6.9)
2003
Analysis of gains and losses* £m
Actual return less expected return on pension scheme assets (16.3)
Experience gains and iosses arising on the scheme lfabilities 2.7
Changes in assumptions underlying the present value of the scheme liabilities (3.6)
Actuarial loss (17.2)
2003
Movement In deficit during the year Em
Deficit in the scheme at the beginning of the year (9.9)
Current service cost (3.2)
Employer contributions 123
Otherincome plus any risk benefit premiums paid direct to insurer 03
Impact of settlements and curtailments (0.9)
Actuarial loss {17.2)
Deficitin the scheme at the end of the year (18.6)
2003
Histery of experience gains and losses £m
Difference between the actual and expected return on schemne assets {16.3)
Value of plan assets 76.4
Percentage of scherne assets ~-21.3%
Experience gains on scheme liabilities 2.7
Present value of schere liabilities 95.0
Percentage of the present value of scheme liabilities 2.8%
Actuarial loss (17.2)
Present value of scheme liabilities 95.0
Percentage of the present value of scheme liabilities ~18.1%
2003
Analysis of amount charged to operating profit* £m
Current service cost 3.2
Curtailment and settlement costs 09
Total operating charge 4.1
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I? Staff, directors and pensions (continued) —|
2003
Analysis of amount credited to other finance income* £m
Expected return ch pension scheme assets 53
Interest on pension liabilities [5.:3)
Net return -

*These analyses show the amounts that would have been recognised in the statement of recognised gains and losses and the profit and loss account had FRS17 been fully implemented.

The consolidated balance sheet includes a net pension asset of £6.7m representing the unamortised balance of the £7.5m special contribution paidin March 2003. A full adoption of FRS17
would result In the pension asset being replaced by the net pension iability of £13.0m, giving rise to a decrease in net assets of £19,7m.

I:Executive and savings related share option schemes

Neo. of options
2002 2000 1984 1993
Executive Executive Executive |Savingsrelated
Option | shareoption | share option | shareoption | share option
price scheme scheme scheme schemes

At 1April 2002 - 2,683,562 205,750 519,900
Granted 650p 363.386

81zp 1,159,000

756p 107,500
Exercised {Notes 25(a) & (b)) - - {72,750} {101,844}
Lapsed - (40,000} - (128,242)
At 31 March 2003 107,500 3802562 133,000 653,200

The options outstanding under the 2002 Executive Share Option Scheme are exercisable at 756p up to 2012, provided the associated performance conditions are met, those under the
2000 scherne at prices between 80 1p and 869p up to 2012, and those under the 1584 scherme at 618.6p up to July 2004, The options outstanding under the savings related share option
schemes are exercisable at prices between 494p and 736p, after three, five or seven years from the date of grant.

Ehxation

2003 2002
£m £m

Current tax
Corporation tax on Group profit for the year at 30% (2002 30%) 320 928
Adjustments to current taxation in respect of prior years (7.8) 0.2
Share of joint venture's 1axation 14.5 -
Current tax 38.7 930
Deferred tax — Group [Note 24) 51.0 69
Tax charge for the period (page 44) 897 99.9
Factors affecting the tax charge for the period
Tha t2x assessed for the year is lower than the standard rate of corparation tax in the UK of 30% (2002 30%).
The differences are explained below:
Profit on ordinary activities before taxation (page 44) 319.6 363.5
Profit on ordinary activities multiplied by the standard rate of corporation tax at 30% : 95.9 109.1
Add: Disallowable expenses/non-taxable items 19 2.2
Add: Telereal depreciation and goodwill amortisation 53 18

103.9 1134
Release of deferred tax on property disposals (Note 24) (8.2) {10.7)
Adjustrents to current and deferred taxation in respect of prior years {1.8) (0.2)
Reduced rate of tax on profits on disposal of assets (3.4) (2.3)
Taxation charge for the pericd {page 44) : 89.7 9.9
Add back: Depreciation .9 56
Add back: Capital allowances {26.9) (169}
Add back: Capitalised interest and other timing differences (32.0) 44
Current tax 38.7 93.0

The Group's share of the joint venture's tax charge is stated after disallowing depreciation charges but without the availability of capital allowances which were retained by British Telecorn plc.

Included in the tax charge s anet credit of £12.6m (2002 £1.2m) attributable to property sales, bid costs and the exceptional items analysed on page 44, tax credit of £15,6m (2002 £Nil}
is attrbutable to exceptional items,
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8. Dividends Dividends per ordinary share Profit and toss account

2003 2002 2003 2002
pence pence £m £m
Ordinary shares —interim 9.50 2.05 44.1 47.5
—final 2600 2495 1211 13089

B shares 0.5
Additional prior year dividends ~ ordinary shares 1.7 -
35.50 3400 167.4 1784

B shares carry the right to a dividend of 70% of sk month LIBOR paid twice yearly. The dividend rate for the first dividend period to 17 April 2003 was 2.8% of the nominal value of the shares.
Additional prior year dividends relate to increases in share capital arlsing after the respective prior period ends but before their corresponding dividend record dates.

9.Earnings per share Profit after taxation and Weighted average number
preference and B share dividends of ordinary shares Eamings per share
2003 2002 2003 2002 2003 2002
£m £m m m pence pence
Earnings per share 2294 263.6 493.8 524.2 46.46 50.27
Efiect of dilutive securities: .
Canvertible bonds - 0% - 2.7
Share options 0.1 0.2
Diluted earnings per share 2254 2745 493.9 554.1 46.44 45.54

Adjusted earnings per share

Earnings per share 2204 26356 493.8 524.2 465.46 50.27
Effect of results of fixed asset property disposals,

bid costs and exceptional items after taxation 16.5 1.2 3.35 Q.24
Effect of deferred tax arising from capital

allowances on investment properties 29 59 0.58 110
Adjusted earnings per share 248.8 270.7 493.8 524,2 50.39 51.61
Diluted earnings per share 2294 2745 4939 5541 46.44 49,54
Effect of results of fixed asset property disposals,

bid costs and exceptionalitems after taxation 16.5 12 . 3,34 0.23
Effect of deferred tax arising from capital

allowances on investment praperties 29 59 0.58 1.04
Adiusted diluted earnings per share 243.8 2816 4939 554.1 5036 5081

As explained in Note 22, £196.8m of the neminal value of the Group's convertible bonds were purchased and redeemed during the year at a loss over book value of £28.2m. FR514 requires
the post-tax effect of all changes in income or expense that wauld arise from conversions into dilutive potential ordinary shares to be taken into account in deriving earnings to be used in
the calculation of diluted earings per share, For the year ended 31 March 2003, the convertible bonds have not been included in the calculation of diluted 2arnings per share because
adjusting earnings by the loss on redemption results in the convertible bonds becoming accretive, rather than dilutive, to earnings per share.

Inaccordance with FRS 74 'Earnings per share’, the earnings per share for the prior year have not been restated for the effects of the Group’s Scheme of Arrangement referred to in Note 1.
Profits on the sales of fixed asset properties, tid costs and excepuicnal items {comprising the deficit arising on the purchase and redemption of convertible bonds, cost of
cancellation/novation of interest rate swaps and the costs of reorganising the Group) are excluded from adjusted earnings as these are non-recurringitams.

The additional deferred tax arising from capital allowances on investment properties is also excluded as the Group's experience is that it is very unusual for plant allowances to be claimed
back through balancing charges on the disposal of a property.

Adjusted earnings and adjusted dituted earnings per share have also been disclosed, therefore, to show measures of earnings that better reflect the principal operating activities of the Group.

L‘\O. Netassets per share Equity shareholders’ funds Number of ordinary shares Net assets per share
2003 2002 2003 2002 2003 2002
£m f£m m m pence pence
Net assets per share 5532.7 6,0366 465.6 5243 1188 1151
Fffect of deferred tax arising from capital
allowances aninvestmeant properties 124.7 1283 27 25
Adjusted net assets per share 56574 6,1649 465.6 5243 1215 1178
Net gssets per share 5532.7 60366 465.6 5243 1188 1151
Adjustments for convertible bonds - 2433 - 29.7
Exercise of outstanding share opticns 0.1 08
Diluted net assets per share 55327 62799 465.7 554.8 1188 1132
Diluted net assets per share 55327 6,2799 465.7 5548 1188 1132
Effect of deferred tax arising from capital
allowances gninvestment properties 1247 1283 27 23
Adjusted diluted net assets per share 56574 6,408.2 465.7 554.8 1215 1155

The addtional deferred tax liability arising from capital allowances on investrnent properties Is excluded from the calculations of the adjusted values as the Group's experience is that
deferred tax on capital allowances in retation to such properties is unlikely to crystallise in practice,
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11. Goodwill Cost | Amortisation | Net
£m £m £m

At 1Aprii 2002 420 [EX)] 389
Amortisation for the year (2.2) (2.2)
At 31 March 2003 420 (5.3) 36.7

The goodwill arose on the acquisition of Trillium Investments GP Limited in November 2000 by Land Securities PLC when it was calculated as the excess of cost over the fair value of pet
assets acquired. It was capitalised in the year in which it arose and is amortised on a straight-{ine bass over the remaining life of the PRIME contract.

12.Investment properties (including developrment programme assets)
Leasehold
Over S0 Under 50
Freehold years to run years to run Total
£m £m £m £m
At 1April 2002; Net book amount 57153 2,0209 638 7,800.0
Additions 289.8 187.7 08 4783
Reclassifications 24 - [2.4)
Sales (225.3) (182.1) (1.7 (396.1)
5.782.2 2,039.5 60.5 7,882.2
Depreciation - - (1.5) {1.5)
Unrealised deficit on revaluation (Note 26(a)) (223) (2556) (8.9} (56.8)
At 37 March 2003: Net bock amount 5.759.9 20138 50.1 78239
Amount included in prepayments under UITF28 ' 120 80 041 201
Market value (page 69) 57719 20219 50.2 7.8440

Investment properties in this note refer to those properties included in the Investment Pertfolic as defined in the Glossary {page 87).
At 31 March 2003, the cumulative interest capitalised in relation to investment properties under development amounts to £70.5m {2002 £39.7m).

Freeholds include £408.9m (2002 £366.1m) of leasehalds with unexpired terms exceeding 900 years; leaseholds under 50 years to run include £12.7m {2002 £ 30.3m} with unexpired
terms of 20 years or less.

The historical cost of investment properties is £4,577.9m (2002 £4,261.4m}.

[1 3. Development programme

The movements in the carrying value of investment properties forming the development programme (excluding the BBC developments and trading properties) included in Note 12, are
as follows:

£m
At 1April 2002: at market value — as previously reported 1,050.1
Less: Prior year adjustment to adopt revised definition of development programme (259.3)
At 1 April 2002 as restated 790.8
Properties transferred into the development programme during the year (at 1 April 2002 valuation} 25
Part disposal during the year (3.3)
Expenditure during the year including development property acquisitions 291.1
Capitalised interest 308
Deficit on valuation (30.1)
10818
Developments completed, let and transferred cut of development programme during the year (114.4)
At 31 March 2003: at market value . 967.4

To aid clarity, the classification of projects forming the 'development pragramme’ was revised during the year. s a result the development programme now includes:

— Developments which are completed but less than 95% let

~ Developments on site

- Committed developments {being projects which are approved and the building contract let)

- Authorised developments (Board approved projects for which the building contract has nat yet been let)

Prajects in these classificatians ace sufficiently firr ta ensure that reparting fram pedod to period pravides a good basis far pecfarmance carnparisan.

‘Proposed developments’ are excluded from the 'development programme’ as experience has shown that these schemes can be subject to substantial revision. However, the Group will
continue to give an indication of the likely size and timing of these schemes and their potential impact on cash flow when discussing the ‘development pipetine’, which combines both the
deveigpment programme and proposed schemes.

Developments are taken out of the development programme when physically complete and 95% let, Schemes completed during the year comprise retail parks at Cheetham Hill,
Manchester, Phase 1 of Almondvale, Livingston, Designer Outlet Mall, Livingston, Lakeside Retail Park, West Thurrack, a new unit at Markham Road, Chestertield, Neptune Point, Cardiff and
Bessemer Road, Welwyn Garden City.

tn addition to the development programme, investment properties include properties to the value of £180.5m in respect of propesed developments.
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14, Operating properties

]

Leasehold bulldings
Freetioldland Qver 50 Under 50
and buildings yearstorun years to run Total
£m £m £m £m
Cast
AL Aprid 2002 ECAR 453 500 4363
Additions 129.3 0.4 7 1474
Sales (8.3) 2.5) - {10.8)
At 31 March 2003 4626 432 67.7 5735
Accumulated depreciation
At 1April 2062 (5.9) (1.1) (1.0) (8.0)
Depreciation for the year (4.4} (09 {2.9) 8.2)
Sales 0.1 0.1
At 31 March 2003 (10.2) (2.0} {39) {16.1)
Net baok amount™
At 31 March 2003 452.4 41.2 638 557.4
At 31 March 2002 335.7 § 44,2 43.0 4289
*comprises £ 184.7m (2002 £70.5m} relating to the BBC and the balance in respect of PRIME and other corparate assets.
At 31 March 2003, the cumulative interest capitalised in cperating properties under deveiopment amounts to £9.0m (2002 £0.8m).
[1 5.Properties |
Leasehold Investment |  Operating
Over 50 Under 50 properties properties
Freehold yearsto run years to run Total (Note 12) {Note 14}
fm £m £m £m Em £m
Book amount/cost
At TApnil 2002 6.056.5 20662 1148 82380 78011 436.9
Additicns 419.1 188.1 18.5 625.7 4783 1474
Reclassifications 24 - {24 - - -
sales (23386) (1716) (1.7) {406.9) (396.1) (10.8)
6,2448 20827 129.3 8,456.8 78833 5735
Unrealised deficit on revaluation (Mote 26{al} {22.3) {255) 89) {56.8) (56.8) -
At 31 March 2003 6,222.5 20571 1204 84000 7,826.5 5735
Accumutated depreciation
At TApril 2002 (539) (. {2.1) {9.1) {(1.1) {8.0)
Depreciation for the year (44) 09 (4.4) (9.7) (1.5) {8.2)
Sales 0.1 - - 0.1 - 0.1
At 31 March 2003 (10.2) (20 {6.5) (18.7) (26) (16.1)
Net book amount
AL 31 March 2003 62123 2,055.1 1139 83813 78239 5574
At 31 March 2002 6,051.0 2,065.1 1128 8,2289 7,800,0 428.9

At 31 March 2003, the curmulative capitalised interest in investment and operating properties amounts to £79.5m (2002 £40.5m).
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Notes to the financial statements
forthe year ended 31 March 2003

Eﬁ. Commitments for future expenditure on properties {in the development pipeline) Group Comparty _I
2003 2002 2003 2002
£m £m £m £m
Under contract 586.6 574.1 - -
Board authorisations not contracted 822 321 - -
Contracted and authcrised commitments 668.8 836.2 - -
Less: Comrmitments outside the development programme [175.4} (70.3)
Estimated additional expenditure on the development programme and proposed schemes (excluding future interest) 897.4 918.2
Capital creditors {included in Note 20) relating to the develepment programme 53.2 B69
Total outstanding cash outlay on the development pipeline and the BBC development, 1.444.0 18210
17.Other tangible fixed assets Cost | Depreclation et }
£m £m £m
AL 1Aprit 2002 720 (26.7) 453
Additions 13.4 § 134
Disposals 1.7} 1.2 (0.5)
Depreciation for the year {16.7) (16.7)
At 31 March 2003 837 (42.2) 415

Cther tangble fixed assets include computers, motor veRicles, furniture, fixtures and fittings, improvements to Group offices and £1.0m {2002 £N1) for Landflex product development costs.

18, Investment in group undertaking

£m
At 1Apri} 2002 -
On acquisition of Land Securities PLC 4,087.1
Dividend receivable from group undertaking 56
At 37 March 2003 4,092.7

On 6 September 2002 the Company acquired 100% of the issued share capital of Land Securities PLC, a Company incorporated gnd operating in the United Kingdorn, under a share
exchange following the Implementation of the Scheme of Arrangement described in Note 1.

The cost of acquiring Land Securities PLC has been determined based on the share price of that Company on 6 September 2002 of 770 pence per share.The excess of the cost of acquisition
over the nominal value of the shares issued by the Company to acquire the favestment in Land Securities PLC has been credited to the merger reserve of the Company. The merger reserve

does not represent a realised or distributabie profit.

19, Debtors Group Company
2003 2002 2003 2002
£m £m £m £m
Falling due within one year;

Trade debtars 1124 96.1 - -
Property sales debtors 24.6 279 - -
QOther debtors 52.0 496 - -
Prepayments and accrued income 84.5 B1.2 : - -
Taxation recoverable - - 5.1 -
2735 2548 5.1 -

Falling due after more than cne year:
Other debtors 15.2 55 - -
159 5.5 ~ -

Included within trade debtors are balances of £58.7m (2002 £49.7m} and £15.0m {2002 £10.1m] due to Land Securities Trillur frorm the DWP and the BBC respectively.
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]E.'l. Creditors falling due within one year Group Company
2003 2002 2003 2002
Em £m £m £m
Debentures and loans (Note 21) 23.5 14 - -
Loans frem group undertakings 374.1 -
Overdrafts 16.8 218 - -
Trade creditors 58.5 289 ~ -
Taxation and Secial Security 239 68.4 - -
Proposed final dividend 1211 1308 1211 -
Capital creditors 69.2 1083 - -
Other creditors 15.4 296 - -
Accruals and deferred income 266.,5 3017 0.4 -
—_—— e — e
5949 6509 495.6 -

Capital creditors represent amounts due under contracts to purchase properties, whichwere unconditionally exchanged at the year end, and forwork completed on investment propesties
but not paid for at the financial year end.

Debentures and loans Include £0.4m (2002 £Q 3m) of instalments of borrawings that mature after mare than one year.

The Compariy's loans from group undertakings comprises £338.1m repayable cn the earlier of 31 December 2005 and demand and £36.0m with no fixed repayment date.

21. Debentures, bonds and loans Group Company J

2003 2002 2003 2002
£m £m £m £

Unsecured
10 3/4 per cent Exchange Bonds due 2004 21.2 21.2 - -
4 1/2 per cent Bonds due 2007 200.0 2000 - -
£400m S 7/8 per cent Bands due 2013 394.0 - - -
£200m 9 per cent Bonds due 2020 196.8 196.6 - -
£200m 6 3/8 per cent Bonds due 2024 197.9 - - -
Syndicated bark debt 600.5 265.0 - -
1,610.4 6828 - -

Secured

6 1/4 per cent Mortgage Debenture 2000/05 8.4 86 - -
6 1/2 per cent Mortgages 2000/05 84 86 - -
7 3/4 per cent Mortgage 2008 5.5 5.5 - -
6 3/8 per cent First Mortgage Debenture Stock 2008/13 323 323 - -
10 per cent First Mortgage Debenture Stock 2025 400.0 4000 - -
10 per cent First Mortgage Debenture Stock 2027 200.0 2000 - -
10 per cent First Mortgage Debenture Stock 2030 : 200.0 200.0 - -
Bank loan 206.9 2076 - -
10615 10626 - -
2,671.9 1,7454 - -
Fatling due within one year (Note 20) (23.5) (1.4) . - -
Falling due after more than one year 2,648.4 1,744.0 - -

The issues of £400m 5 7/8 per cent Bonds due 2013 and £200m 6 3/8 per cent Bonds due 2024 on 27 February 2003 at £98.99 per £100 and £99.69 per £ 700 respectively were made
partly to re-finance the short term bank debt incurred in the return of capital and redemption of convertible bonds earlier in the year. In accordance with FR54 'Capital Instruments’ these
bonds are included net of the discount and the issue expenses which are being arnortised at a constant rate over the remazining lives of the bonds,

Notices have been issued to redeern the & 1/4 per cent Mortgage Debenture 2000/05 and the 6 1/2 per cent Mortgages 2000/05 on 30 September 2003.

The carrying value of the secured bank loan comprises the loan amount (currently £198.4m), the fair value of the linked interest rate swap outstanding at the time of the acquisition of
Tritlium and the upfront arrangement fees relating to this funding. Both the swap and the upfron fees are being written off over the life of the borrowings. Either party to the swap can
terminate the agreement on 15 April 2005 and every second anniversary thereafter.

The interest rate on the secured bank loan, which is variable, includes a margin which varies according to the Group’s credit rating, This has been swapped into a current fixed rate of 6.85%.

Secured loans are charged on properties of group undertakings. From time to time, short term deposits are charged as temporary security until substitutions have been agreed for praperties
taken out of charge. The bank loan is secured on the uritary charge receivable from the DWP under the PRIME Agreernent and also on most properties held by Land Securities Trillium.

In May 2002 the Group put in place £1.5bn of additional bank facilities. £600m of these facilities were cancelled at the time of the issue of the £400m 5 7/8 per cent Bonds due 2013 and
the £200m & 3/8 per cent Bonds due 2024 and a further £100m of the facilities were cancelled in May 2003 shortly before thelr scheduled expiry date.
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Notes to the financial statements
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Ez. Convertible bonds Group Company
2003 2002 2003 2002
Em £m £m £m
£21Qm 6 per cent Guaranteed Convertible Bords due 2007 - 2073 - -~
7 per cent Convertible Bonds due 2008 - 360 -~ -
- 2433 - -

Redemption notices were issued for both series of convertible bonds on 22 May 2002 informing bondholders that all the bonds outstanding as at 27 June 2002 would be redeemed at
100 per cent of the original issue price together with any accrued interest. Bondhalders were entitled to exercise their rights to convert the bonds up to the close of business on 20 June 2002,

In the case of the 6 per cent Guaranteed Convertible Bonds due 2007, bondholders were entitled to convert their bonds into ordinary shares of Land Securities PLC at the exchange price
of B74p per ordinacy share, In the periad 1 April 2002 to 20 June 2002, bonds with a nominal value of £27.8m were converted into 2.2m fully paid shares of £1 each. Bonds with a nominal
value of £181.0m were purchased by Land Securities PLC in the open market and cancelled. Bonds with a nominal value of £1.2m were redeemed,

Inthe case of the 7 per cent Convertible Bonds due 2008, bondholders were entitled to convert their bonds into ordinary shares of Land Securities PLC at the conversion price of 640p
per ordinary share. In the period 1April 2002 te 20 June 2002, bonds with a nominal value of £20.2rm were converted into 3.2m fully paid shares of £1 each. Bonds with a nominal value
of £15.8m were purchased by Land Securities PLC in the open market and cancelled.

As shown in Hote 4, a defict of £28.2m arose on the purchase and redernption of the corvertible bonds.

'33. Cther creditors falling due after more than one year Group Company J
2003 2002 2003 2002
£m £m £m £m
Deferred income 6.8 167 - -
Other creditors 5.4 &1 - -
223 228 - -
‘ 24, Provisions for liabilities and charges Group Company
Deferred
Dilapidations taxation Tetal
£m £m £m £m
At 1 April 2002 53 12456 129.9 -
Net charge for the year 056 59.2 598 -
Released in respect of praperty disposals during the year 82) (8.2) -
QOther movements (2.5) (2.5) -
s
At 31March 2003 59 173 179.0 -

The deferred taxation provision that would be released in the event of sales of investment properties on the assimption that the proceeds of qualifying assets equate for tax purposes
to the tax written down value would be £124.7m (2002 £130.6m). On the same assumption the amount of tax on capital gains that would become payable by the Group on disposals at
amounts at which they are stated in Note 12 is i the region of £435.0m (2002 £535.0m). if certain asset owning companies, which own portfolios of properties, were sold at underlying
assetvalues the tax on capital gains would be in the region of £325.0m without taking into account any further mitigation that might be available. In addition, on the same assumption,
there would be a release of deferred tax on capitalised interest, relating to investment properties, of £21.2m (2002 £11.9m).
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LZS. Called up share capital Authorised Allotted and fully paid l
2003 | 2002 2003 : 2002
No.m : No.m £m £m
Land Securities PLC
Ordinary shares of £1each 720.0 5243
Land Securities Group PLC
Qrdinary shares of 10peach 6000 | 45.5
Non-equity B shares of £1.02 each 540.0 | 30.3
Redeemable preference shares of £1each 0.1 ¢ 0.1
76.9 524.3

18,439,941 B shares were redeemed at the holders’ option on 17 April 2003 for £18.8m,
The sequence of events relating 10 the changes in the share capitals of Land Securities PLC, the former holding company of the Group, and Land Securities Group PLC, the successor
holding company, respectively were as follows:

() Land Securities PLC
No. of shares

At 1 April 2002 524,345,045
Issued during the period:
On the exercise of options under:
1983 and 1993 savings related share option schemes 51,499
1984 Executive Share Option Scheme 62,750
On the conversions of:
6 per cent Guaranteed Convertible Bonds due 2007 3,176,350
7 percent Convertible Bonds due 2008 3,155,128
To facilitate the transfer of the shares to the Company under the Scheme of Arrangement 12
At 6 September 2002 530,791,384

{b} Land Securities Group PLC :

7 February 2002 The Company was incorporated with an authorised share capital of 50,000 ordinary shares of £1 each and two shares were issued.
3 July 2002 The authorised share capital was Increased to £100,000 by the creation of 50,000 redeemable preference shares of £1 each which were all issued at par.
14 july 2002 The authorised share capital was increased from £100,000 to £4,648,850.000 by the creation of 409,795,000,000 additional ordinary shares of 1p each

and 540,000,000 B shares of 102p each.
Eachissued ordinary share of £1 each was sub-divided into 700 ordinary shares of 1p each and a further 1,166 ordinary shares were issued at par.

All issued and unissued ordinary shares of 1p each were consolidated inte shares of £6.83 each resulting in the issued share capital being consolidated
into two ordinary shares of £6.83 each,

& September 2002 464,442,461 ordinary shares of £6.83 each and 530,791,384 B shares of £1.02p each with a total nominal value of £3,713,549,221 were issued in
consideration for 100% of the issued crdinary share capital of the predecessor Company.

17 September 2002 Undera Court approved capital reduction:
a) the nominal value of the ordinary shares was reduced from £6.83 each 1o 10p each.
) 501,057,544 of the B shares were cancelled and £511,078,695 was returned to shareholders.

The holders of B shares are not entitled to receive notification of any general meeting of Land Securities Group PLC, or to attend, speak or vote at any such meeting. B shares carry the
right to a dividend of 70% of six month LIBOR paid twice yearly. In the event of the winding up of Land Securities Group PLC, the holders of B shares will be entitled 1o 102p in respect of
each B share held together with the relevant proportion of the dividend payable.

The holders of B shares may elect to have their shares redeemed at six monthly intervals. The first redemption date {after the initial redemption of shares on 17 September 2002) was
17 April 2003 on which date 18,439,941 B shares were redeemed at the holders' option. The next redemption date will be 17 October 2003. Land Securities Croup PLC may, on giving
notice inwriting tothe holders of B shares, redeern for £1.02 per share all, but not some, of the remaining 5 shares.

The movements in the issued ordinary share capital of the Company from incorporation to 31 March 2003 were:

No.of shares
Consolidation of shares issued on incorporation 2
Issued as part consideration for 530,791,384 Land Securitfes PLC shares under the Scheme of Arrangement 464,442,461
Issued as consideration for the purchase of a property interest 1,760,000
Shares purchased and cancelled {700.,000)
Issued on the exercise of options under:
1993 savings related share option schemres 50,345
1984 Executive Share Option Scheme 10,000
At 31 March 2003 465,562,808

The exercise of 2t options outstanding 2t 31 March 2003, granted under the savings related and executive share option schemes, would result in the issue of a further 4696,262 ordinary shares.

The cash considerations received on the exercise of options under the 1993 savings related share option schemes and the 1984 Executive Share Option Scheme, for shares in both the
Company and the predecessor company, were £0.7m and £0.5m respectively.
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l;s. Shareholders'funds

Calledup share capital {Note 25)
{Redeemable Share Capital Profit
Ordinary | Non-equity | preference premium | redemption : Revaluation Other and loss
shares Bshares shares. account reserve reserve reserves account Total
(a} Group £m £m £m £m £m £m £m £m £m
AtV ApL 2002 5243 - - 3149 360 33769 5504 1,224.1 60366
Preforma restatement (3149) {36.0) 3509
At T April 2002 as restated 524.3 - - - - 33769 901.3 1.234.1 6,036.6
Shares issued prior to
capital restructure (Note 25(a)) 6.5 0.1 423 439
Teansfer to profit and loss account (550.4) 5504 -
Capital restructure 26413 541.4 (42.3) (3505) {2,789.5) -
Reduction of capital and
repayment of B shares (3,725.7) {511.1) 3,125.7 (511.1)
Purchase and cancellation of ordinary shares H
{Nota 25(b)) (0.1} 0.1 {51) (5.1)
Issue of ardinary shares [Note 25(b)} Dz 129 131
Exercise of options 04 04
Unrealised deficit on revaluation
of investrment praperties (Note 12} (56.8) (56.8)
Realised on disposals of
investment properties {281.2) 281.2
Taxation on revaluation surpluses
realised on disposals of
Investment properties (25.4) (25.4)
Retained profit for the financial year {(page 44) . 62.5 625
At 37 March 2003 46.5 303 0.1 |ﬁ 133 Q.1 30389 - 24339 5,563.1
Comprising.
Equity shareholders’ funds 46.5 133 0.1 30389 - 24339 558327
Non-equity shareholders' funds 303 04 i 30.4
__ﬂwl T
46,5 303 ! 0.1 133 0.1 30389 - 24339 5.563.1
As explained in Mate 1, the cesecves at 1 Apiil 2002 have been restated under mecger accoynting rules to reflect the Graup reconstruction,
Called up share capltal (Note 25(b}}
Redeemable Share Capital Merger
Ordinary | Non-equity | preference premium ; redemption reserve Profit
shares B shares shares account reserve account and loss Total
(b) Company £m £m £m £m £rm £m £m £m
At 1Aprl 2002 - - - - - - - -
Issue of preference shares 0.1 0.1
Is5ue of ordinary shares and B shares on
acquisition of Land Securitfes PLC 3.172.1 5414 3736 4,087.1
Reduction of capital and repayment of 8 shares (3.125.7) (5110 31257 (511.1)
Purchase and cancellation of ordinary shares [0.1) 0.1 {51 (5.1)
Issue of ordinary shares 0.2 12.9 1341
Exercise of options 0.4 0.4
Retained profit for the finandial year 187 187
At 37 March 2003 46.5 303 0.1 133 0.ﬂ 3736 31393 3,603.2
Cornprising:
Equity shareholders’ funds 46.5 133 0.1 3736 3,138.3 35728
Naon-equity shareholders' funds 303 01 304
46.5 303 0.1 133 0.1 3734 3,1393 36032

Land Securities Group PLC has not presented its own profit and loss account, as pemmitted by Section 230(31){(b) Companies Act 1985.The retalned profit for the year of the Company, dealt
within its financial statements, was £18.7m (2002 £Nil).

27, Reconciliation of Group operating profit te net cash inflow from operating activities

|

Operating profit {Group) (page 44)
Depreciation and amortisation
Increase in trading properties
In¢rease in debtors

Increase in creditors

Net cash inflow frorn operating activities

2003 2002
£m £m
462.4 497.5
28,6 18.3
(15.7} (36.9)
{16.1) {107.9)
252 352
484.4 406.2
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( 28. Analysls of net cash flows _I
2003 2002
{a) Management of liquid resources £m £m
Net decrease/(increase} in short term deposits 57.5 (38.9)
Met cash inflow! [outfiow) from management of liquid resources 5758 {389)
2003 2002
{b) Cash movement in debt £m £m
Debt due within one year — Repayment of secured debt (1.4} {0.2)
- Unsecured bank loans - {25.0)
{14 {25.4)
Debt due after one year - Unsecured bank loans 3355 265.0
—tssue of new bonds 600.0 -
- Purchase/redernption of convertible bonds {198.0) -
Expenses of new issues {79} -
729.6 265.0
Increase in debt 7282 2396

[ES.Analysisof net debt

TApril Moverments during year 31March
2002 Cash Flow Non-cash 2003
£m £m £m £m
Net bank balance/(overdraft) {14.3) 935 79.2
Liquid resources 60.9 (57.5) 34
Debt due within one year (1.4) 14 (23.5) {23.5)
Diebt due after ane year [1,987.3) {729.6) BB.3 {2,648.4)
Net debt (1.942.1) (692.2) 450 (2,589.3)

}_M. Financial assets and llabilities

This note should be read in conjunction with the comments set out in the Financial Review on page 14.

The Group has defined financial assets and liabilities as those assets and liabilities of a financial nature, namely cash, investments, borrowings and Interest rate swaps
Short term debtors/creditors, capital debtors/creditors, taxation and prepayments and accruals have been excluded.

All the Group's financial assets and liabilities are sterling based and, with the exception of the committed bank facilities, at fixed rates.

The Group's financial assets and liabilities and their fair values are:

Excess of fair value
Book value Fair value over book value
2603 2002 2003 2002 2003 2002
£m £m £m £m £m £m
Financial assets i
Short term investments and cash 1021 723 102.1 723 - -
Finandial liabilities
Debentures, bonds, other loans and overdrafts (2:688.7) (1.767.2) {3,204.9) (2.2056) (516.2) (438.4)
Conwertitle bonds - 1243.3) - (2743} {31.6)
Non-equity B shares (30.3) - (30.3) -
Redeemabila preference shares (0.1) - {o.n -
Financial instruments
Interest rate swaps - - {82.3) (49) (82.3}) (49}
(2.617.0) (1.9382) {3.215.5) (24137} {598.5) {4749)
Financial assets Financial liabilities
2003 2002 2003 2002
Weighted average period of fixed interest rates 1day 3 days 13.3 years 14.1 years
Weighted average interest rate 4.2% 3.0% 7.9% 8.3%

Fair value has been calculated by taking the market value, where one is available, or using a discounted cash flow approach for those financial assets and liabilities that do not have
a published market value. The difference between book value and fair value will not result irr any change to the cash outflows of the Group unless, at same stage in the future, borrowings
are purchased in the market, or repaid, at a price different to the nominal vaiue.

The Group has entered into a number of interest rate swaps inthe name of Land Securities PLC to hedge current and futum interest rate risk. In each case the Group pays a fived rate
of interest and recelves six-month LIBOR. The total notional value of the interest rate swaps is £900m all of which are now operational. The end dates of these swaps range from
March 2012 to September 2030 and the interest rates are from 5.00% to 5.58%. In the case of four swaps, which have a total notional value of £400m and end dates of June 2022
and September 2030, the counterparties have the right to terminate the swaps mid-life.

Interest rate swaps with a notional value of £500m were entered into during June 2002 with a start date of March 2003 and an end date of March 2013 and interest rates ranging from
5.46% t0 5.5%. £300m of these swaps were cancelled at the time of the February 2003 bond issues, resulting in an exceptional interest cost of £23.5m.

LAND SECURITIES ANNUAL REPORT 2003 63

STVIONVYNI




Notes to the financial statements
for the year ended 31 March 2003

30. Financial assets and liabilities (continued) _]

As the intention of these swaps s to fix the interest rates on existing and new borrowings. their mark to market values have not been incorporated into the financial statements and
instead net interest is accrued through the profit andloss account.

In addition there i a further swap with a notionalvalue of £198.4m which was taken out by Trillium to hedge the secured bank loan, referred to in Mote 21, which funds the PRIME contract.
Either party to the transaction may terminate the swap on 15 April 2005 and every second anniversary thereafter. This swap has a raximurm life of 15 years and mirrors the repayment
schedule for the associated bank loan. As part of the fair value accounting exercise for the acquisition of Trillium, this swap was marked to market in Novernber 2000 and a pravision of
£14,9m was established. The provision is being amertised over the life of the swap as a credit to interest payable.

Unrecognised
losses
Urrecognised gains and losses an instruments used for hedging, and the movements therein, are as follows: im
Losses on hedges as at T April 2002 49
Recognised in 2002/3 profit and loss account (7.7)
Losses not recagnised in 2002/3
—arising before 1April 2002 -
—atising in 200213 823
82.3
Assuming actuat and predicted short term interest rates remain at the 31 March 2003 ievels, the losses expected to be included in future profit and loss accounts are:
Financial year 2003/4 15.2
Later financial years 67.1
Financial assets Financial liabilities Undrawn committed
borrowing facilities
2003 2002 2003 2002 2003 2002
£m £m £m £m £m £m

The maturity and sepayment profiles of the Group's financial assets and
liabilities, excluding the non-equity B shares and redeemable preference
shares, and the expiry periods of its undrawn committed borrowing
facilities are:
One year or less, or on demand 102.1 72.3 40.1 23.2 - 250.0
More than one year but no mere than two years - - 29.8 6.7 - -
Mare than two years but no more than five years - - 829.8 5376 899.5 3350
More than five yaars - - 1,782.0 14430 - -
- S R

102.1 723 2,688.7 2,010.5 899.5 585.0

The amount of debt that is repayable by instalments, where any of the instalments fall due after more than five years, is not material.

The holders of the 50,000 redeemable preference shares may elect to have them redeamed by the Company ar any fixed date fallowing on or after 30 September 2003.

The Companiy may, on giving natice in writing t6 the holders of the B shares, redeem all of the B shares then in issue on the date specified in the notice.

The Company's loans from group undertakings at 37 March 2003 of £374.1m (Note 20) comprises £338.1m repayable on the earlier of 31 December 2005 and demand and £36.0m with
no fixed repayment date.

E. Frincipal Group and associated undertakings ]

The principal wholly owned group undartaking of Land Securities Group PLC is Land Securities PLC.
The principal group undertakings of Land Securities PLC, all of which are wholly owned, and its associated undertakings, which are 50% owned, are:

Group operations Ravenside Investments Limited Associated undertakings
Land Securities Properties Limited Ravenseft Industrial Estates Limited Telereal Services Limited
Investment property business Total property outsourcing Teleseal Trading Property Limited
Ravenseft Properties Limited Land Securities Trillilum Limited Telereal Securitised Property Limited Partnership
The City of London Real Property Company Limited Telereal General Praperty Partnership
32. Membership of certain undertakings J

During the period, the Group has been a member of the following limited partrerships, all of which are registered in England. The accounts of the partnerships, drawn up to the dates
indicated below, are dealt with in the Group's financial statements as 'joint arrangements’ on the basis explained in Note 2(a).

Gross assets Gross liabilities Profit/(loss) before tax

Group share 31/03/03 31703702 31/03/03 31703702 | 31/03/03 31/03/02

Partnership % £m £m £m £m | £m Em
Martineau Limited Partnership (31 December}* 33 132.0 125.0 (3.5) {4.8) 5.4 39
Martineau Galleries Limited Partnership (31 December)* EEY: 112.2 1148 {2.1) .7 4.0 5.1
Bult Ring Limited Partnership (31 December)* 33% 3629 2359 {213.5) (85.9) 1 (0.7) (0.3)
Gunwharf Quays Limited Partnership (31 March} 50 147.9 170 (3.3 (2.5 7 5.2
Ebbsfleet Lirmited Partnership {31 March) 50 353 26.5 {0.4) (134) | -~ -
7903 619.2 (222.8) (708.3) 164 139

*forming The Birmingham Alliance

Advantage has been taken of the exemption conferred by Regulation 7 of The Partnership and Unlimited Companies [Accounts) Regulations 1983 in not delivering the financial staternents
of the partnerships to the Registrar of Companies.

The gross liabilities of these partnerships consist generally of capital and revenue accruals and alse, in the case of Bull Ring Limited Partnership, £195.5m (2002 £64,9m) of [oans from
partners; at 31 March 2003 there was no third party debt in these partnerships {2002: Nit).
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Notes to the financial statements
far the year ended 31 March, 2003

[;3. Joint venture J

The Group has a 50% interest in the Telereal entities ('Telereal’), which draws up accounts to 31 March, Telereat, a 50:50 joint venture between Land Securities Trillium and The William
Pears Group, acquired the majority of the properties of British Telecommunications {'BT") on 13 December 200 1. Telereal is responsible for providing accommaodation and estate
management services to BT in return for a total availability and service charge under @ 30-year contract. Telereal was funded with £2.5bn to meet the consideration of £2.4bn due to BT and
the other costs of £112m associated with bidding for and mobilising the contract,

The funding was pravided externally by way of securitisation of £1,8bn and bank debt of £400m, both secured onTelereal’s properties without any recourse to the shareholders of Telereal,
and aninitial equity investment by the shareholders of £252.8m shared equally.

Year ended 13/12/01to
31/03/03 31/03/02
£m £m
Surnmary financial infotrmation of Telereal (Group's share) :
Turnover 168.2 48.5
Operating profic 10249 183
Depreciation (15.0} (3.8)
Profit on sales of fixed asset properties 151 -
Bid costs written off ) - [t39)]
Finance costs (net) (75.7) {23.8)
Profit/(loss} before tax 272 4.5)
Profit/{loss} after tax 12.7 (4.5)
31/03/03 31/03/02
£m £m
Fixed assets - properties 1,056.9 1,193.4
Current assets 1133 044
1.170.2 1,297.8
Securitisation (878.0) | {880.0)
Bank debt {110.1) (195.6)
Other labilities {75.3) (33.4)
(1,063.4) (1,109.0)
Net assets 106.8 188.8
Financed by:
Shareholders 65.8 146.4
Reserves 41.0 424
106.8 188.8

The above shows the Group's 50% share of Telereal's results adjusted to adopt the Group’s accounting palicies,

The praperties held by Teleraal at 31 March 2003 relate to the 30-year contract with BT and are held at cost to the joint venture. During the year ended 31 March 2003, Telereal sold its
investment properties for a total consideration of £270m. Part of the proceeds were used to repay debts secured on those assets and part was returned to the partners.

The Group's 50% share of the fair value of Telereal’s financial liabilities as at 3% March 2003 is £1,050.8m (31 March 2002 £1,042.8m].

The Telereal entities include two partnerships, Telereal Securitised Property Limited Partnership and Telereal General Property Limited Partnership, which are registered in England and
Wales and whose accounts are dealt with in the Group financial statements by way of gross equity accourting and are consolidated in the Group’s financial information as set out above.
Advantage has been taken of the exemption conferred by Regulatian 7 of The Partnership and Unlimited Companies (Accounts) Regulations 1993 (n not delivering the finandal
statements of the partnerships to the Registrar of Companies.

34, Related party transactions J

The Group has a 50% interest in the Telereal entities { Telereal'). The Group, principally through Land Securities Tilllium Telecom Services Limited, provides staff to Telereal to deliver
services to BT, for which it received £17.7m (2002 £2.5m) in the year ended 31 March 2003,

As at 31 March 2003, the Group was owed £66.0m (2002 £151.7m} by Telereal. This comprised 2 subcrdinated loan from the Group of £65.8m (2002 £149.4), Including accrued interest,
and an amount rechargeable to Telereal of £0.2m (2002 £2.3m) in respect of services pravided by the Group.

35. Contingent liabilities

The Group has a contingent liability arising from a performance guarantee that Land Securities PLC, as the parent Company of Land Securities Trillium Limited, has given, severally with its
Telereal joint venture partner, for the performance by Telereal Services Limited of its service obligations to ET together with a guarantee related to transaction issues associated with the
BT cutsourcing contract. The Group's maximurm liability under the guarantee is £50m plus a further amount which is capped by reference to amounts either distributed or available for
distribution to each shareholder by certain of the Telereal companies up to a further £5¢.7m. The transaction element of the guarantee is capped at £10m. The maxirnum potentiat
liability which the Company could be expesed to under such arrangementsis capped at £110.7m. The total maximum liability of £110.7m will, however, amortise over time in
accordance with a contractual formula included and defined in the agreement with BT.At 31 March 2003, the estimated amount ef the Group's exposure to the guarantee was
approximately £100.7m {2002 £52.6m).
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Five and ten year records
for the years ended 31 March

Five year record ]
i 2002 | 2001

2003 i{restated) i (restated) 2000 1999
£m | £t £m £m £m

Assets employed i
Goodwill 36.7 389 41.2 - -
Investment properties 7.8239 { 78000 { 78991 74537 ¢ 69105
Operating properties 557.4 428.9 323.1 - -
Other tangible fixed assets 415 | 45.3 34.1 14.7 13.1
investment in joint venture 106.8 188.8 - - -
Short term deposits, corporate bonds and cash 994 68.4 29.3 140.1 486.6
Trading properties 52.6 369 - - -
Other assets 289.4 260.3 773 18268 725

9,007.7 | 88675 | 85041 | 77911 | 74827

Financed by

Equity share capital 46.5 5243 5236 57224 5543
Non-equity share capital 304 - - - -
Reserves 54862 | 55123 | 54942 | 52594 | 49161
Sharehalders’ funds 5,563.1 | 60366 { 60178 { 57818 [ 54704
Borrowings 26887 | 20105 | 17571 | 15563 | 15693
Other liabilities 7553 8204 729.2 4530 443.0

S,007.7 | BE675 | 85041 | 77911 | 7.4827

Property movements and acquisitions {book value)

Praperty additions 625.7 630.1 588.8 403.5 267.2
Property sales {4069} (5104} {4249) {3143} (1254}
Acquisitions - 146.4 169.5 - -
Revenue
Gross property income 1,23%.5 | 10256 650.4 528.2 500,
Net property income 582.1 602.2 4397 457.2 4275
Revenue profit 340.9 364.8 3234 3017 292.7
Profit/{loss) on sales of fixed asset properties/ : :

bid costs/exceptional items {21.3) {1.3) 13 26.0 06
Pre-tax profit . 3126 3635 3247 3277 2933
Profit attributable to shareholders 2254 263.6 234.6 2520 2164
Retained profit for the year 62.5 85.2 64.5 863 512
Cash flows
Operating activities 484.4 406.2 462.0 432.2 4089
Operating activities and nvestments less finance

charges and taxation 108.6 1326 280.5 246.5 229.1
Free cash flow (post dividend) for investing {68.0} {39.8) 116.4 797 7358
Net cash outflow {excludes liquid resources

and financing) (177.2) ¢ (219.2) (95.4)1 (1149) (61.9)
En year record ]

i 2001
2003 2002 |(restated) 2000 1999 1998 1997 1996 1995 1594

Earnings per share
Earnings per share {pence) 46.46 50.27 4487 45,44 39.21 3684 34.85% 33.69 35.23 35.66
*Adjusted earnings per share (perice) 50.39 51861 45.38 40,86 39 37.07 3317 3392 3456 35,20
Diluted earnings per share {pence) 46,44 49,54 4441 4497 3BAS 36.55 3450 3346 34817 3530
*Adjusted dituted earnings per share (pence) 5036 i 50811 4489} 4063 3886 3677 3292 | 3367 | 3428 3487
Dividends
Dividends per share (pence) 35,50 3400 32.50 31.00 29.50 28.00 27,00 26,00 2500 24.00
Dividend cover {times) 138 148 ¢ 138 1582 3 130 128 130 141 148
*Adjusted dividend cover (times) T.49 152 1.39 137 131 131 1.22 130 138 146
Met assets per share
Net assets per share {pence) 1188 1151 1149 1107 987 924 783 697 633 677
*Adjusted net assats per share {pence) 1215 1174 1172 - - - - - - -
Diluted net assets per share (pence) 1188 1132 1130 1090 975 410 774 688 691 676
*adjusted diluted net assets per share (pence) 1215 1155 ¢ 1152 - - - - - - -
Market price per share at 31 March (pence) 733 893 880 749 820 1058 773 626 594 628

*These figures exclude the results of fixed asset property sales after tax and, for 2001 and thereafter, bid costs, excepticnal items and the effects of adopting FRS79.

Properties, reserves and net assets per share reflect valuations of investment properties made by Knight Frank at each year end., In 2002, however, reserves and net assets also include the
Group's 50% share of Telereal's revatuation surplus arising on the revaiuation of its investment properties.

With the introduction of FRS3 effective for the year ended 31 March 1994, comparatives, where appropriate, have been restated. 2001 has been restated as apprapriate, for prior year
adjustrnents arising frorn the adoption of FRS19 and UYTF28 which became effective for the year ended 31 March 2002 and the change inaccounting policy to capitalise interest
effective from 1April 2000. 2001 and 2002 alsc reflect the change in accounting policy introduced in 2002 inresponse to the treatment of bid costs under UITF34 which became
effective in 2003. However, figures for 2000 and prior years have not been restated to reflect changes in accounting policies made in 2002.
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Business analysis

Market report

Central London

The key drivers of the central Landon office markets are weaker
occupational demand, an increase in availability and a two tier
investiment market. This is particularly apparent in the City where
demand has fallen away as financial institutions downsize and occupiers
seek to sub let surplus space. However, in comparison with former cycles
the development pipeline of new accommedation is limited and rental
tevels are being driven predominantty by lack of tenant demand rather
than over supply of space. Rental values have been decreasing and a
return to rental growth in the City is not anticipated before 2006/7.

TheWest End markets, particularly Victoria, are more resilient predominantly
as a result of constrained supply, a more diverse occupier base and
continued demand from the public sector for new accommodation. It is
expected that the return To positive rental growth in real terms will be
experienced earlier here than in the City.

The bond like characteristics of properties let to good covenants on long
unexpired lease terms continue to attract strong investor demand and
values for this type of property are holding up. For properties with shorter
lease terms and other development opportunities, a significant re-pricing
has occurred, The exception to this is the' West End where there is stitl
investment appetite far active management scenarios.

Shopping centres and shops

The main driver behind retail rental growth is consumer spending, which
has been buoyant over the past two years. There are now some signs that
this is slowing, as a result of concerns over the possibility of weaker
south-east housing market conditions spreading 1o other regions in the
UK. The central Londan retail markets have also been adversely affected
recently by specifal factors, notably a reduction in tourism as a result of
world instability and transport issues,

Further weakening in the housing markets may continue to affect adversely
consumers’ disposable income along with recent increases in National
Insurance contributions.

On the investment side demand has been strong and yields have
hardered significantly. ln future the rate of yield shift is not thought to
be sustaimable but allocation by investment funds still favours retail as
an investment.

Retail warehouses

This asset class cantinues to evolve and certain parks are becoming more
like the High Street as they move to open Al consent and High Street
retailers look to trade out of new formats and locations. The supply side will
remain constrained in the medium term as a result of planning restrictions.
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Demand, however, is particularly reliant on housing market conditions
and remains strang while martgage equity withdrawals run at today's
high levels. However, these positive market conditions are at risk if either
the housing market falls or interest rates increase. investor appetite for
this type of asset class remains high as evidenced by the strong interest
in the Grantchester and Chartwell Land transactions.

South-east industrial

Industriat/distribution demand has slowed aver the past six months and
there has been little demand from general manufacturing for industrial
units. However, sites with good transport links and good access to labour
markets have been selling for high level values based on aggressive rentat
and yield forecasts.

investrnent dernand remains strong for devetopment sites in the south-
east and for well-let distribution centres.

Total property outsourcing

The current challenging economic conditions are leading organisations to
focus an maximising retums on capital deployed, minimising costs and
streamlining their business operations. This has increased interest in total
property outsourcing with the number of businesses actively discussing
this aption or due to bring propasals to the market at an all time high.

Increased levels of interest are alsc coming from central and [ocal
Government as they seek to meet the demands of changing Government
funding criteria and to deliver the most cost effective accormmodaticn
solutions.

[nvestment portfolio valuation

The portfolio was valued by Knight Frank at £7.84bn at 31 March 2003,
After adjusting for sales, acquisitions and expenditure the value reduced
marginally by 0.6% as compared to the year to 3T March 2002, A positive
contribution from retail and industrial developments was offset by the
negative impact of the revaluation of our London office holdings.

In the first half of the Company’s financial year, the peried to 30 September
2002, capital values for London office properties weakened due to adverse
rental and yield movements, This rate of decline, driven by falling rents,
was more marked in the second half of the year showing a total capital
value dedine of 10.1% for the twelve month period. In terms of sub
sectors, the City saw a 16% decline in capital values whereas the West End,
where we have 46% of our central London exposure, saw a §.2% reduction.
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Retail property, which now makes up almost 50% of our portfolio,
presented a very positive picture, producing good growth in capital value
for the period with retail warehouses at 10.0% and other retail {shopping
centres, central London shops and in town shops) at 7.8%. The industrial
secter has shown a small increase in capital vatue of 1.9%,

The investment market has seen high levels of investor interest in property,
the attraction being the high yield on property relative to the cost of
borrowing and also relative to the income yields available from other asset
classes. A large part of the investment market is driven by debt backed
investors and, while there is evidence in some cases that lenders are seeking
higher returns, there remains a reasenably buoyant market for investment
property lending amongst UK and international banks aleng with an
increasing depth to the securitisation market. 'Bond’ type investments
with the benefit of long institutional leases have, in some cases, produced
increases in value during the last 12 months as a result of this debt driven
market and the relationship with interest rates, which are at 30 year [ows.

After excluding development properties and Kent Thameside at

31 March 2003, the value of investment properties was £6.82bn. At the
same date, the annual rent rolk, net of ground rents and excluding the same
properties, was £479.2m, producing a yield of 7.0%.

Detailed breakdowns by sector, Including comprehensive analyses of the
Group's vatuation, rental income and yield profiles follow in the
investment portfolio analysis.

The feuhold, freehold and leasehold investment properties held by the
Group or held by way of limited partnership arrangerents (excluding
Telereal), with the exception of short leasehold accommodation
occupied by the Company for the purposes of its business, were valued
by external valuers Knight Frank, Chartered Surveyors, as at 31 March
2003, The valuation was on the basis of market value in accordance
with the Appraisal and Valuation Manual of the Royal Institution of
Chartered Suyveyors,

The aggregate of market values of those properties held by the Group as at
31 March 2003 was £7,530,133,750.

The aggregate of market values of the interests in lang held by the Group
by way of limited partnership interests or joint venture arrangements as at
31 March 2003 was £853,690,000.

Within the tables and figures provided in the Annual Report the valuation
of the Group interests in land held by limited partnerships is included as a
mathematical share in proportion with the Group holding

in the limited partnerships and joint ventures, thus producing a total of
£7,844,043,750. This does not represent a valuation of the Group
sharehotding in those timitad partnerships.

A more detailed extract from the external vatuers' report is available on
aur website.
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Performance benchmarking

The analysis by IPD includes properttes in joint ventures and those held
for development.

Table A~ Long term performance relative to IPD
Ungeared total returns— periads to 31 March 2003

IPD* - Upper

Land Securities IrD* Quartile

% % %

10 years 128 139 123
20 years 1 r 10.2 ~ 109

*{PD Decernber Universe (extrapolated to March 2003) unfrozen
Source: IPD

Table A above compares Land Securities’ ungeared total property return
over the last 10 year and 20 year periods to 31 March 2003 to the IPD
December Universe (extrapolated to March 2003), which comprises the
same portfolios that contributed to the IPD All Fund Universe in
December 2002 (many of these funds are now valued quarterly while the
others were extrapolated forwards). It can be seen that Land Securities’
portfolio has out-performed and produced a return which places it in the
top quartile of contributing portfolios over these two time periods. The
20 year period has been selected as the longest time period over which
IPD provides comparative performance figures.

Table B- One year performance relative to IPD
Ungeared total retums - 12 months to 31 March 2003

Land Securities iPp*
Y %
Offices . (33) 16
Retail 158 146
Industrial 94 ;ﬁ—
aher Commercial ) 1.0 b 108
Portfolio 6.6 9.3

*IPD Decermnber Universe {extrapolated to March 2003} unfrozen
Source: IPD

Table B compares the performance of the Group's portfelio to that of
IPD on a similar basis at both sector and total portfolic levels over the

12 month period te 31 March 2003, Qur high exposure to London offices
has had a negative impact on overalt performance relative to IPD. Our
Londan office holdings have underperformed due to the shorter lease
expiries on our medium term developrnent opportunities. Against that
our retait stock, in particular shopping centres, has out-performed IPD.
Cur view remains that our sector focus and development activity will
result in out-performance over the medium to long term.
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Investment portfolio analysis

I Investment portfolio analysis

Like-for-
Valuation likerental | Yielden Net rental
e Yoluation | Valuation | surplus/deficit |  value | present |  Rentsrecelved |income(5)
Total Invest Total Invest Total Invest growth income Gross Invest Total
in 13 (¢)] (3) n el 4} 2) (1) (2) {1
Market sector by type £m £m % % % % % % £m Em £m
Offices
Wast End 14878 | 1.286.5 | 1,286.5 18.9 19.2 (6.2) (4.4) {(7.1) 7.0 98.2 92.7 941
City 9457 7943 794.3 i2.0 11.8 [16.1) [15.1) (15.9) 9.3 809 80.9 734
Midtown 5428 514.4 514.4 6.9 77 f2n| ma)| (44 8.2 42.5 425 424
Inner London 264.3 164.3 164.3 3.4 2.5 (2.8) (2.6) {2.9) 6.6 114 11.1 108
Rest of UK 775 69.5 9.5 10 1.0 {4.1) {4.2) 2n 8.1 17 6.9 5.6
Sub-tatal L?sll 2.5 | 2,829.0 | 2,829.0 l 422 { 42.2 [ {2.9) l (8.9} {11.1} 79 2404 234.1 2273
Shopping centres and shops
Shopping centres 1455.7 | 1,178.3 | 12200 18,6 17.5 9.6 8.4 5.2 6.8 52.4 90.7 85.0
Centsal Landon shops 7324 6549 6543 93 9.8 €9 58 38 6.5 464 426 446
Cther in town shops 589.1 5773 5773 7.5 8.6 58 5.8 1.6 6.6 41.8 - 416 38.0
Sub-total 27772 | 24105 | 24522 35.4T 359 r 7.8 I 71 4.C L 6.7 180.6 1749 167.6
T
Retail warehouses ‘
Parks $01.2 835.9 871.7 11.5 12.5 88 84 53 5.5 46.0 46.0 48.8
Other {inc. food superstore) 215.6 194.9 215.6 2.7 29 15.5 137 85 6.6 141 14.1 14.2
Sub-total 1,116.8 | 1,030.8 | 1,087.3 14.2 T 15.4 100 | - 9.4 5.1_] 5.7 60.1 60.1 63.0
Industrial
South East & Eastern 350.2 259.1 2746 4.5 3.8 1.5 09 1.0 7.2 219 20.2 21.5
Rest of UK 35.7 324 35.7 0.5 0.5 53 58 1.1 8.0 4.1 4.1 2.8
Sub-total 385.9 2915 310.3 5.0 4.3 19 14 1.0 7.3 ' 26.0 243 I 24.3
Cther 251.6 148.0 1381 3.2 2.2 31 2.8 3.0 6.2 12.6 12,5 9.2
Total 78440 | 6,7098 | 68179 100.0 100.0 {.6) {0.3) {2.8) 7.0 518.7 505.9 491.4
Turnover rents total £5. 1m andrepresent 1%o0f the total net rental income figure given above, 4, The like-for-like rental value growth figures exclude properties in the development
programme and units of accommadation materially altered or refyrbished during the
Notes period and is the change in the 12 months to 31 March 2003.
The valuation figures includie a ane-third apportionment of the valuation attributed to
properties owned by the Birmingham Alliance limited partnerships, a one-half 5. Net rental incorme is annuat rents passing at 31 March 2003 after deduction of ground rents.
appartionment in relation to praperty awnad by the Gunwharf Guays imited parnership. ¢ - yyey o inciudes vacant space and estimated future ERVs for properties inthe
the Ebbsfleet limited partnerships, the BBC Wood Lane joint venture and a one-quarter development programme and is calculated after deducting expected ground rents.
apporticament of propectias hald in the Bdstal Alliance joint venture,
7. Gross ERV is calculated in the same way as net ERV before the deduction of ground
The valuation figures exclude properties owned by Land Securities Trillium and Telereal. renits. .
1. The total figures relate to the investment portfolic business comprising all investrent 8. Represents investment property voids (excluding investment praperties under

refurbishment and predevelopment voids) which are vacant and are available to let at
31 March 2003.

and development properties.

Z, Represents investment properties excluding those which remain in the developmant

prograrnme as at 1April 2003, the Kent Thameside development properties and 9. Calculated by gross ERV for the investrent portfalio.
.fnnrvard funded acquisitions. This .measure represents the portfolio which is .held for 10. The definition for the figures in each column is:
investment pusposes and properties proposed for devel.opment but not yet in the (i) Medianis the number of years until half of income is subject to lease expiry/break
develepment programme and provides a basis for the yield calculations. clauses

3. ‘ncludes all properties in (2) above but excludes those devetopments which have (i) Meanis rent weighted average number an leases subject ta lease expicy/break
been completed, let and removed from the development programme during the year clauses
10 31 March 2003, The figures atso include forward funded acquisitions. These figures (it} Mean s rent weighted average number on leases sublect to lease enpiry (ignoring
are used for measuring the performance of investment properties. break clauses)

The calculation excludes authorised and committed developments and developments
In progress.
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tnvestment portfolio analysis

L

(nvestment portfolic analysis continued (for notes see page 70)

Net rental
income(3)|  NetERV(S) |  GrossERV(7) Invest | Vacancy | No.ofpropertles Leaselength(10)
Invest Total Invest Total Invest voids rates Total Invest Median Mean Mean
{2) (1) (2} (1) (2) (8} (9) (1) (2) U] (i} {iri}
Market sector by type (continued) £m £m £m £m £m £m % years years years
Offices
West End 89.7 141.5 102.2 143.2 1039 18 1.7 30 28 7.5 0.8 15.1
City 73.7 838 66.4 84.9 67.5 2. 3.1 24 23 35 9.7 10.9
Midtown 42.4 45.1 423 45.9 43.1 21 G2 12 LA 73 8.8 9.7
Wner London 108 13.5 8.1 20.6 9.2 0.1 1.1 5 4 35 40 53
Rest of UK 56 6.1 5.2 6.2 5.4 0.3 5.6 3 3 25 4.5 6.0
- I B L 1 r
Sub-total 222,2 296.0 224.2 300.8 229.1 4.4 f 1.9 74 69 6.3 9.5 1.9
'_ﬂmxmm_|_ ] I BN —
Shopping centres and shops
Shopping centres B2.9 114.1 91.3 121.0 98.3 06 0.6 19 16 10.0 13.8 14.5
Central London shaps 427 51.5 48.5 526 436 07 1.4 10 9 8.3 9.1 93
Other in town shaps 37.9 43.8 41,9 46.7 447 1.0 2.2 55 53 85 10.2 109
—. — - — r_g,_g,,
Sub-total 163.5 209.4 1817 2203 192.6 23 1.2 84 78 2.0 1.7 124
b
Retall warghouses
Parks 48,1 59.9 57.4 59.9 57.4 09 1.6 27 26 18.3 15.9 16.1
Other {inc. food superstore) B 4.2 15.6 1586 156 156 - - 19 17 17.5 148 15.2
Sub-tatal 62.3 75.5 73.0 75.5 73.0 0.9 1.2 46 43 178 15.7 159
Industrial
South-east 18.7 31.2 23.1 312 23.1 0.9 39 32 25 7.8 7.8 93
Rest of UK 2.9 3.0 3.0 3.0 3.0 - - 5 5 9.5 11.9 166
Sub-total 22,6 34.2 26.1 34.2 26.1 0.9 35 37 30 78 83 10.2
Cther 8.6 -13.3 9.8 13.4 9.8 - - 13 " 123 25.6 25.9
Totat 479.2 628.4 514.8 6544.2 530.6 85 ) 1.6 254 231T 8.0 | 11.2 i 127
Rental income analysis {over a two year pericd) ] [ihverage rents (excludes properties in the development programme and voids) 1
2001702 | 2002/03 | Increase Average rent Average ERV
(restated) £/m? [
Properties owned throughout period 4554 484.2 248 Offices
Sates (2001/02 and 2002/03) 551 153 Central andinner Landon 347 387
Restof UK 86 81
Acquisitions (2001/02 and 2002/03) 114 20.2
Shopping centres and shops n/a n/a
525.9 319.7
Retail warehoyses 139 150
Increase/ (decraase) i {including supermarkets)
Review and renewals 208 Industrial
First lettings [ London, south-east 63 66
——— Rest of UK 17 18
Net relettings of voids
Hotels, leisure, residential and other nfa nfa

Voids for redevelopment

Other™

44

24,8

* Other includes prior year adjustments

LAND SECURITIES ANNUAL REPORT 2003

Note:

Average rents and ERVs have not been provided where it is considered that the figures would
be potentially misieading {i.e., where there is a combination of analysis of rents on an overall
and Zone A basis in the retail sectar andwhere thece is a combination of uses).

This is not a like for like analysis with the previous year
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Investment portfolio analysis

rPurtfolio value by location % figures calculated by refarence ta the portfolio value ?f £7.844m | 1 J
Shopping
centres Retail
Offices and shops warehouses Industrial Other Total
% % % % % %
Central and inner London 41.2 9.3 - 0.1 1.2 51.8
Rest of south-east and eastern 40 44 11 13.8
Midlands 23 0.2 ] ~ 7.4
"
Wales and south-west 0.2 50 13 0.1 - 6.6
—-
North, north-west, Yorkshire and Humberside 0.1 70 49 0.2 08 13.0
—
Scotland and northern Ireland 0.1 55 17 —_] 0.1 74
Total 42.2 354 14.2 5.0 32 100.0
‘ Investment property reversionary potential J |% Portfolio by value and number of properties at 31 March 2003
Ignaring additional income from the 31March 2002 | 31 March 2003 £m Value % No. of properties
letting of volds % of rent roll % of rent roll
0-999 55 101
Gross reversions 115 105 I R f
10-24.99 11.5 56
Over-rented 1.9 (5.4) E—
—_——  — — 25-45.99 225 51
Net reversionary poteniial . 96 5.1
Cver 50 60.5 46
—_—
Tne reversion is calculated with reference to the gross rent roll excluding properties in the 254

development programme and excluding cuirent voids.

Present Income yleld on valuation at 31 March 2003 ]

Partfolio tenant diversification

As the Company’s investment portfolio covers four principal sectors of 1993 9.9%
the UK property market, it benefits from inherent diversification in terms 1994 8.2%
of both tenant credit and business sector risk. 1995 8.1%
. ) ) ) T e 83%
The investment portfolio comprises over 4,000 tenancies and over 2,000 -
occupiers. The ten largest occupiers account for 23.8% of current rents 1997 L 8%
and are: Central Government (9.6%), Allen & Overy (2.8%), Dresdner 1998 6.8%
Bank {2.2%), Dixons Group (1.8%), Enterprise OH (1.7%), J Sainsbury 1959 66%
(1.5%}, The Metropolitan Police (1.2%), Hombase Ltd {1.0%), T oo0 5%
MFI Properties Ltd {1.0%) and the Institute of London Underwriters {1.0%). -
2001 8.7%
lAnalysls of voids L l 2002 69%
Total investment properties - Voids 2003 70%
gross ERV £530.6m by gross ERV
£m % 2002 is rastated to account for the revised definition of the
Investment properties: develapment propecties excluded from the calculation.
fuailable to let a5 16
Under refurbishment 28 0.5
113 2.1
Pre development properties 09 0.2
Total 12.2 23
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Total property outsourcing

-

Total property outsourcing o
C
<)
Z

l Unexpired contract term years_l "
1%

DWP { PRIME) 15 >

BBC 28 %
s

Telareal (BT) 28 b
i

Property under management J }_Property transactions concluded by contract ]

00Om* Freehold | Leasehold Total Service Service under mgmt | Proportion of service

Offices DWP 524 1,147 1671 partner element 000m* |  providers’ turnover

BBC ﬁ——z'B—F———_— —— 35~ Compass Catering 1998 <5%
‘—*——E.r—l 861 __'_E'S_L_'W Dalkia Technical maintenance 1214 1010.15%

Telephone Exchanges BT 4009 33 4,042 Group 4 security 1671 15t0 20%

“BBC Under Development _5_'4—|’_____‘__—5'4‘ G35 Hall Technical maintenance 786 20 to 25%

Total 5476 | 1758 | 7234 8 Clearing 808 <%

Under managenent bot estate oWP nia na 77 MiB Furniture 1,999 1510 20%

not transferred BBC Afa nfa 290 MITHE Cleaning 887 <%

BT nfa wa _ s Clzaning 305 <5%

Total 4‘ 7.601 Wilson lames Security 305 2010 25%

Average contract tenure: 8.7 years
Average annual contract value: £9.8m

[Unitary charge income received by contract _| ( Capital spend by contract s ]

£m DWP BBC | Telereal Total £m DWP BBC | Telereal | - Total

Unitary charge income 299.0 434 3088 6512 Capital spend 125.7 420 105.0 272.7

Note:The Telereal unitary charge is the total unitary charge payable by 8T

‘ Regional breakdown by contract | !E;mber of people by occupation

060m! owp BBC | Telerral Total Total

Northern Ireland - - 126 26 Asset management 39

o e Gl T T

Londen, south-east and west England 549 346 2,785 3,680 ar centre -

Northerm England 670 1034 | rq0s  -opitalprojects 2

orthern Englan - ! A
2 b T T Qualityassurance 46

scotland 233 g 478 37 racllities management 519

Midland angWales 296 - 1058 1354 HR/Finance/I5/Business development 229

Total 1.748 372 5,481 7,601 Total 1,343

Note:These figures include all Telereal staff

Property transactions concluded by contract

Dwp Telereal Total

No.of transactions | No.of transactions | Me.of transactions

Sales 1 49 50

New lettings 28 17 45

Rent reviews 76 39 115

Lease renewals 26 - 26
Tetal 31| T sl T T Tz@e

Note: The percentages relate to the total rent receivable/payabie as appropriate
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Development pipeline schedule

B Developments completed
Bl Developments in progress/authorised
I Proposed developments

PR Planning received
AS  Application submitted

MG Minded to grant
Bl Planning inquiry

) . Status Estimated/actual Cost
Property Description Size , Pamning Lett] completion date £m
Central London
B Portman House, Wi Offices/retail 9,249m?/2,521m* 79% Qct 2001 44
M 7soho Square, W1 Offices r 557 1m’ Mar 2003 g
M 150 High Halborn, WC1 Offices 7,793m? Qct 2002 41
M 20 Gresham Street, EC2 Offices/retail 35,876m¢/ 1,304y Dec 2003 208
M Empress State, SW6 Offices/retail/leisure 40,410m?{1,660m” June 2003 02
B oo o T _—(["—m A RS R
M Cardinal Plage, SW1 Offices/retail 50,750m*/9,250m’ june 2005 251
ahild ] et S
M New Fetter Lane, EC4 Offices/retail/ieisure 58,740m>/B,400m’ PR 2007
M Bankside 123,561 Offices/retail/leisure i 73,990v/5,385m% 1,589m? ! MG 2006
Shopping centres and retail
W Sidwell Street Retail 2,420m? Mar 2003 3
B BullRing Birmingham {100%) Retail 111,484m’ 71% Sept 2003 141
The Birrningham Albance — a limited partnership
with Hammerson pl¢ and Henderson Global nvestors )
M Whitefriars, Canterbury Retailfresidential 37.685m’ ] 25% May 2005 103
B Caxtongate Phase i, New Street, Birmingham Retail 2,238m’ 100% Nov 2004 5
M Cheeke Street Retail 5,359m* Dec 2004 11
B Broadmead, Bristol {100%} Retail 94,229/ MG 2007
The Bristol Alliance — a limited partnership with Hammerson ple, {eisure 5,497m?/
Henderson Global Investors and Morley Fund Managerment Cffices/residential 24,973m’
B Princesshay, Exeter Retailfresidential 37,368m° PR 2007
B Coppergate Centre,York, Phase Il Retailfleisure/olfices/residential | 24,247m'/1450m™/ 1,282/ 2008
B st David's, Cardiff (100%) Retail/leisure/ 70,000m?/ AS 2008
St David's Partnership — a partnership with Capital Shopping Centres residential 39,750m*

Central London office/shops development pipeline  Maturity of development cos;\

|Shopping cenitres development pipeline

Maturity of development costs J

£m

T
200445

200344
[ Development programme [ ] Propased developments

200243 2005/4

£m
500 ..
ADO ettt eeetn e e an [ Lo
300 . e . Exeter
v T I T,
Candift
100 . New Gogegaelml (|
Sidwall St Bull Ring Cheeke Gt Cantettry || Brisech
Exeter Exelec
T T
2006(7 Years 200243 200374 200475 2005/6 2006(7 Years
or later or later

Il veveiopment programme D Proposed develepments

These charts show the maturity profile of developments by the year of anticipated practical
completion and measured by development capital expenditure {excluding historic land costs and

finance charges).
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These charts show the maturity profile of developments by the year of anticipated practical
completion and rmeasured by development capital expenditure {excluding historic land costs and

finance charges).

LAND SECURITIES ANMUAL REPORT 2003




Development pipeline schedule

<)
c
)
=z
m
%)
(4]
b
=
>
[l
=<
v
i
L i . Status i Estimated/actual Cost
Property Description Size | Planning Letting . completiondate | £m
RN
Retail warehouses r
| Kingsway Retail Park, Dundee, Phase | Retail warehouses 9,800m:? 78% Jan 2003 29
exhi!l Retail Par tail warehousas . 14 Jul 2 11
W covnii Retall Park Retail wareh 3,112m¢ 12004
mondvale Retail Park, Livingston, Phase etail warehouses .383m
m a dvale Retail Park, Livi Phase It Retail hi 9,383m* PR 2004
| Kingsway Retail Park, Dundee, Phase I Retailwarehnusesq 8,640’ PR 2004
Industrial
I Juniper Phase I, Basiidon refurbishment Industrial/offices 21,823m¥/3660m* 84% Nov 2001 18
orizon Point, Hernel Hempstead, Phase | ndustria ,384m ar 20 10
M Horizon Point, Hemel Hempstead, Ph Industrial 10,384m* M 02
enith, Basildon ndustria . m 3 Jun 2 12
Zenith, Basild Industrial 1551131__ 0% 002
Cobbett Park, Guildfor ndustria 1440m 4 ug 201 12
|| bb: k Guildford industrial 11,440m? 1% Aug 2002
B Commerce Way, Croydon Industriat | 12777m Oct 2003 12 —
uniper, Phase I, Basildon ndustrial ,148m ri 8
B Juniper, Phase II, Basild Industrial 11,148m? April 2003
xonian Park, Kidlington ndustria £54m ept
M Oxonian Park Kidlingt Industrial 11,654m? Sept 2003 9
oncorde Way, Segenswortl ndustrial £13m 5) g
W Concorde Way, Seg h Industrial 11613me May 2004
QOther
B The Gate, Newcastle upon Tyne Leisure 18,556m? 67% Nov 2002 64

Cost {£m) refers to estimated capital expenditure including the cost of third party land acquisitions and excluding finance costs. Letting % is measured by ERY and shows letting status at
31 March 2003,
Trading property developrnent schernes and the Kent Thameside project are excluded from the developrnent pipeline.

[Beveiopment pipeline — financial statistics i T j
Valuation Cumulative
Estirnated surplus/ valuation
Capital | total capital Estimated {deficit) surplus/ Net
Bookvalue | expenditure | expenditure total | 12months to {deficit} | income/ERY
atstart todate (1) (1) cost (2) 31/03/03 to date {3)
Project ’ £m £m £m £m £m £m £m
Completed, let and transferred out of
development programime or sold during the
year ended 31/3/03 16 59 61 79 16 24 69
Active development programme (schemes
in progress, completed but not let,
cormmitted and authorised} 262 659 1,097 1,454 (48) (78) 116.7
e
Proposed schemes 180 44 950 1,179 n/a n/a 1001

Notes

{1)  Excludes capitalised interest.

{2) includes land costs/baok value of land and capitalised interest, but excludes any allowances forrent free periods. Stated net of other receipts (eg sales of residential units).
(3) Netheadtine annual rental payable on let units plus net ERV at 31 March 2003 an uniet units.
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Property by location

Shopping centres

Scotland

Aberdeen
1. Bon Accord Centre

East Kilbridge
2, The Olympia
2. Princes Mall

Livingston
3. Almandvale Cevtre
3. Deslgner Outlet Centre

Midtands

Birmingham
4. Bull Ring A

Coventry
5. Heldings

North, north-west, Yorkshire

and Humberside

Leeds
6. White Rese Shopping
Centre

York
7. Coppergate Centre

Sunderland
8. The Bridges

Liverpool
9, St Johns Centre

Wales and south-west

Cardiff
19, StDavid's Centre

Pertsmeuth
11. Gunwharf Quays

Rest of south-east and
Eastern

Stratford
12, Stratford Centre

Ealing
13, Broadway Centre

Canterbury
14, Whitefrtars A

& In course of development or refurbishment @ £50 miltlon and sbave @ £25-50 milllan

Retail warehouses

Scotlend

Dundee

1. Kingsway Retail Park A

Livingston

2. Almondvale West

2. Almondvale Retail Park A
2. Almondvale South

North, north-west, Yorkshire
and Humberside

Gateshead
3. Team Valley Retail Park:
Retail World

Bexhill-on-Sea
10. Ravenside Retail
and lelsure Park

Poole
11. Commerce Centre

Huil
4. PrioryWay

Edmonton
12, Ravenside Retail Park

A In course of development or refurbishment @ £50 million and above 0 £25-50 milllon
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Liverpool
5. Aintree Reteil Park

Manchester

6, White City Retail Fark

Blackpool
7. Blackpool Retail Park

Wales and south-west

Slough
8. Bath Road Retail Park.

Rest of south-east and
eastern

West Thurrock
9. Lakeside Retail Park

Midtands

Erdington
13. Ravenside Retail Park,
Kingsbury Read

Derby
14. Wyvern Centre

Neorthampton
15. Nene Valley Retal Park
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Property by location

Industrial

Atn course of development or refurbishrent @ £25-50 millien © £10-25 million

Hatfield
1. Welham Creen

Heston
2. Heston Centre and Spitfire
Trading Estate

Sunbury Cross
3. Hanworth Road
{inclinterchange West)

Barking
%. NewEngland
Industrial Estate

Chandlars Ford
6. Omega Enterprise Park
6. ElectronWay

Frimley
7. Albany Park

Basitdon
4, Junlper A
4. Zenith &

Guildford
8. Cobbett #ark

Tamworth
9. Centurion Park

Welwyn Garden Clty
10. Bridge Road
10.Centra Park

West Thurrock
11 Motherwel{ Way

Wimbledon
12, Weir Road

SISATYNY SSINISN4d

Central London

Ec2

1. 30 Gresham Street A
2. Dashwood Heuse

3. Mocrgate Hall

4. 130Wood Street

EC3

. 13/23 Fenchurch Street

. 49 Leadenhall Street

. 6/12 Fenchuyrch Street and

and 1 Philpot Lane

8. Gracechurch House

9. 37/39and 40 Lime Street
and 4 Fenchurch Avenue

10.New London House

~

EC4

11, New Fetter Lane

12. 1 New Change

13. Regis House

14. 50 Ludgate HIll

15. 8 Salisbury Square

186. 26 Old Bailey

17. Cannon Street House end
Martin House

18. Fleetbank House

wcz
22. 40 Strand
23, Grand Buildings

w1

24. 475/497 Oxford Street
and Park House

25, Por{man House

26. Devonshire House

27. Piccadilly Circus

28. 12/24 Oxford 5treet and
2/5 Tottenham Court Road

29.6/17 Tettenham
Court Road

20. Oxford House

31.455/473 Oxford Street

32.26/36 Oxford Street

w2
33. 10/20/30 Eastbourne
Terrace

34. 40/90 Eastbourne Terrace

w11
35. Notting Hill Gate

5W1i

36, Bowater House
37. Haymarket House
38. 10 Broadway

— 39, The Home Office

40, Portland House
41. Eland House
42, Kingsgate House
43, Cardinal Place &

44, 49/75 Buckingham Palace

Rkoad and 29 Bressenden

Place
45. Wellington House
48, Selbome House

47, Westminster City Hall

48, pllingtan House
49, Clive House

SE1

50, The 1BM Buikiing
51, Bankside 1, 2,3

SW6
52. tmpress State A

Wy

19, Lacon House

20, 190 High Holbora
21. Warner House
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Major property holdings

As at 31 March 2003 there were 254 properties within the portfolio. In the lists which follow, the valuation ievel for inclusion is £ 10m and certain of these
properiies have been combined for ease of description. Properties have been split into values of over £50m, £25t0 £50m and £10 to £25m. Office areas
are approximate net areas and generally exclude basements, storage and car parking spaces. Dates indicate initial construction or later refurbishment (r).

! . o . Date buijlt sb)l Total
Location  Property name and address Property description Principal occupiers last refurbished {r} aream?
City, West End, midtown, and inner London properties— £50m and above

EC2 30Gresham Street (3, % 35,8762 city offices with Under construction 2003 (b) 37,180
1,304m? of retail
Dashwood House FH & City offices ABN Amro, Pinsent 1975 {b)/ 19951} 10,550
69 Old Broad Street Curtis and AMEX
EC3 13/23 Fenchurch Street PFPL % City offices and major retail unit DKW 1968 [b) / 1984 (1) 15,620
49 Leadenhall street FH 4 City offices and leisure centre International Landan 1975 (k) 12,230
Undenwriting Centre
EC4 1Mew Change & City offices and 13 shops Allen & Overy 1986 /19%01r) 32,650
Regis House FH ¥ 8,140m? city offices with Sun Micrasystems 1998 (b) 8670
KingWilliam Street public house and 530m? retail GE Frankorsa
50 Ludgate Hitl FH 4 City offices, 12 shops, 2 public Secretary of State 19851{r) 11,040
houses and 4 restaurants
8 Salisbury Square FH £ Midtown offices KPMG 1989 (b) 10,700
WC1 LaconHouse FH % Midtewn offices, restaurant Nabarro Nathanson 1999 (b} 19,580
Theobald's Road and leisure centre Reed Elsevier
W(z 405trand FH % Midtown offices and 8 shops Bain & Co,ICL 1997 () ! 8,570
Grand Buildings FH 14,860m? Midtown offices Shell 1991 (b) | 18,080
Trafalgar Square and 3,220m¢Z shops
W1 475/497 Oxford Street and West End offices and 9 shops Vacant offices, H&M, Dixons 1963 (b) 6,980
Park House, Park Street
Portman House # 9,330m2 West End Cluttons, Conoco, Trafigura 2001 (b) 11,070
2 Portman Street offices and 1,740m? retail
Devonshire House FH 3 West End offices, 9 showrooms Alliance Capital, 1983 {), part 1994 {r) 14,190
Piccadilly and shops Boston Consulting and part 1996/97 (1)
Piccadilly Circus, FH 2 major retail trading units, Gap, Burger King, Boots, Part 1977 (r), 4,120
44/48 Regent Street 10 shops, kiosk, public house, Signs: McDonald's, Coca-Cola part 1979
1-17 Shaftesbury Avenue, 3 restaurants, 1,460m? offices and (redevelopment) and
Denman Street, Sherwood Street. 670m? of illuminated advertising part 1985 {r),
and Glasshouse Street part 2003 (r)
12724 Oxford Street and FH 1 store 8,360m? and Virgin Megastore Part 1995 (r}and 8,850
2/5Tottenham Court Road 3 shops 490my part 1998 (r)
W2 10/20730 Eastbourne Terrace FH Inner London offices john Brown 1957/58 (b} 16,780
SW1 Bowater House, Knightsbridge FH West End offices Lowe Lintas, Marriott Hotels 1958 [b) 24,720
Hayrmarket House, FH 7.520m2 West End offices Secretary of State 1955, part 1992 (r). 10,930
Hayrmarket and 3,410m2 of testaurants, Curtis Brown, Tiger Tiger part 1997/38 (1) and
Fart air-conditioned part 2003 (r}
10 Broadway FH. 4% West End offices, banking Metropolitan Police 1966 (b) 35670
New Scotland Yard space and restaurant
The Home Office, 50 Queen Anne’s Gate FH ¢ West End offices Secretary of State 1977 (b) 28310
Portland House, FH 27,610m?2 West End offices and AMEX, Secretary of State, 1959 (b} 29,120
Stag Place 1,510m?2 basement restaurant. Angel Trains part 19992/95 {r),
part aic-corditioned part 1996/99 (c)
and part 2002 1)
Eland House, Stag Place FH % West End offices Secretary of State 1995 (b) 23,170
Kingsgate House, Victoria Street FH Waest End offices and 18 shops Secretary of State 1987 (r) 18,820
Cardinal Place (formerly Esso House, Glen House 52,042m? offices, Under construction 60,432
16 Palace Street)Victoria Street FH % O 8,390m? retail
SE1 The IBM Building, 74-78 Upper Ground FH Inner London offices 1BM 1982 (b) 20,160
w11 Notting Hill Gate FH Inner London offices, 52 shops, WHSmith, Boots, McDonald's, 1958 8680
2 stores and cinema Crown Business Commurications
SW6 EmnpressState, FH () & ] 40,210m?2 inner London offices Under construction 2003{1) 42,980
Litlie Road, Fulham, and 2,770m2 retail/eisure
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Major property holdings

FH Freehold # Air-conditioned
L easehold Qb in course of development or refurbishment
PFPL  Part freehold, part leasehold B Shopping centre
Properties shown as freeholds include propertias held on teases for 900 years ormore,
Date built cSI:)," Total
Location  Property name and address Property description Principal occupiers last refurbished fr) area m?
City, West End, midtown, and Inner London properties — £25m to £50m
EC2 Moorgate Hall, % 6,090m’city offices and 1.450m* retail Mearks and Spencer, Clinton Cards, 1990 (b} 7,540
143/171 Meorgate DLJ, Hamburgische Landesbank
130Wood Street FH 4% City offices and bar/restaurant Allen & Overy 1999(r) 5,380
£EC3 6/12 Fenchurch Street FH % City offices and shops DKW 1985 4,780
and 1 Philpot Lane
Gracechurch House FH 5.790m2 city offices Royal London, Ventan Services, 1993 (b) 6,720
> h /
55 Gracechurch Street. and $30m2 healthclub David Lioyd Leisure
37/39and 40 Lime Streat PFP], City offices Smallinsurance agencies | 1971/72 (1), part 1988/ 9,380
and 4 Fenchurch Avenue 1990(r). part 1992/94 (1}
and part 1998 {r)
New LondonHouse FH % City offices, 2 shops, ED & F Man, Faraday 1993 (r) 6,180
© London Street 2 restaurants and public house Underwriting and other
Insurance agencies
EC4 26 QldBaitey FH #% City offices Secretary of State 1984 (r) 6,030
Cannon Street House and Martin House FH City offices Nicholson Graham & Jones 1996 (n) 8,100
Fleetbank House Salisbury Square FH Midtown cffices Secretary of State 1974 (b) 1,370
w1 190 High Hetborn FH Migtown offices Vacant 2002 (r) 7,770
Warner House FH % Midtown offices Warner Bros 1999 (b) 11,820
Theobald's Road
W1 6/17 Tottenham Court Road FH 5682 retail and 242’ offices | EasyEverything, Sainsbury's, Boots 1999 (b) 5924
Oxford House FH % West End offices and 5 shops Secretary of State, Part 1994 [r) 5680
70/88 Oxford Street Universal Pictures
4551473 Ondord Street 4 shops and restaurant Mothercare 1563 3,021
26436 Oxford Street FH Alr-conditioned bank, large shop, | Lloyds Bank, Cromwells Madhouse 1983 (r) 6,050
' kiask, restaucant and 1,050m?
educational use
SW1 49/75 Buckingham Palace FH ‘West End offices, 136 bedroom Royal Westminster . 1964 (b), offices 5150
Road and 29 Bressenden Place hotel, 30 flats and 7 shops Thistle Hotel, IR 1994 (r)
Wellington House FH % West £nd offices Metropoiitan Police 1978 (b) 4970
Buckingham Gate
Selborne House FH % West End offices Secretary of State 1966 10,032
Victoria Street
Westrinster City Hall FH & West End offices Westminster City 1965 15,750
Victoria Street Council
SW1 Allington House FH % 3,600m*West End offices and Rolls Royce, Sainsbury’s 1997 4,530
S0Victoria Street 30’ retail
CliveHouse FH ‘West End offices Secretary of State 1950 (b) 9,400
Petty France
w2 40/50 Eastbourne Terrace FH Inner London offices and 4 ground NHS Estates 1950s (b) 12963
floor units
SE1 Bankside 1,2,3 PFPL Inner London offices, 8 shops Secretary of State 1960 (b) 55,420

B0/112 Southwark Street
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Major property holdings

i o Date built'sb / Total
Location  Property name and address Property description Principal occupiers lastrefurbished (r) areamz
Clty, West End, midtown, and inner London properties — £10m to £25m
EC3 23/39Eastcheap FH City offices, 5 shops and restaurant. Ingenhaag & Co, Part 1986 (r) and 1.730
Part air-conditiened Alfred Blackmgore part 1988 (r)
34/36 Lime Streetand 7/11 FH % City offices and 6 shops Royal Sun Alliance 1974 {b) 3,340
Cullum 5treet
14/15 Philpot Lane FH City offices DKW 1986 (b) 3010
1 Seething Lane FH City offices and restzurant Alexander Forbes 1977 {r} and part 4,250
1988(r)
TowerHouse FH % City offices Bowring Services 1979 {r) 4140
34/40 Teinity Square
EC4 Newspaper House Midtown offices Secretary of State 1960s (b} 5032
816 Great New Street Dj Freeman
12/16 Gough Square FH % Midtown offices [ Lewis Sitkin 1992 (b) 2.540
Lintas House Midtown offices Ernst & Young, 1958 (b) and 1999{r) 8,180
New Fetter Lane Beachcroft
Wansbroughs
21 NewFetter Lane # Midtown offices Ernst & Young, 1978 (), 1993 () 6.220
Taylor Rafferty Assocs and 1998 (1)
2-4Ternple Avenue _[ Midtown offices and restaurant ]— Gibson Dunn & Crutcher 19991r) 3317
w1 Turnstite House FH % —f 192 room aparthotel, shop and Citadines 1897 {b)
High Holborn Zrestaurants
w2 7/8 Essex Street FH Midtown offices Barristers’ chambers 1998 (1} ' 2510
W1 7 Soho Square FH % West End offices and retall Vacant offices, Tesco 2003{r) 5720
1411 Hay Hill FH 1,670n7* West End offices and Arlington 1987 (r}
10 retail/showroom Managerment Services
SW1 Elliot House FH 2,720m West End officesand | Mcalpines 1964(b) | 3430
Bressenden Place 710m* retail
Roebuck House FH 116 flats and fitness centre Residential flats 1960 (b)
1Warwick Row FH West End offices BPF, WhizzKidz, Quality Hotels 79951(r) 3,400
Neville House FH 103 flats Residential development 1952 {b) 4,780
Page Street
St Albans House 4,270’ offices and 2 restaurants Burberry’s, McDonald’s 1963 (b), part 1987 4,270
Haymarket and 2000 (r)
SE1 Rennie House FH Inner London offices Sainsbury’s 1960s {b) 1510
17-25 Stamford Street
Bankside Industrial Estate FH 2.550m’ nffices and 3,720m* Mabil Services, Gradesound Ltd 1980 (b) 6,270
industrial space
The aggregate area of offices and retail accommadation including developments and refurbishments owned in the City, Midtown, West End and Inner London, including the properties listed in this
section, amounts to sorme 862,562m° of offices (including office storage) and approximately 98,788 of retail, banking and restaurarts. :
Towns and citles, outside central London— £50m and above
Aberdeen  BonAccord Centre  PFPL f_‘l 23,690m’ 4 stores, 54 shops, food | Dorothy Perkins, Etam, Woglworths, 1990 {b) 31,030
court, 4,650 leisure, 2,690m’ Disney, Dolds, New Look, Adams,
offices and car park Laura Ashiey, Oasis
Birmingham Caxtongate FH Phase I: 15 shaps and 1,390m? offices H&M, Legends, Tower Records, 1997 (b} 9,750
1D Sports, Jane Norman
Birmingham  Bull Ring @ O Retail space (one-third interest) Selfridges, Debenhams, Next, 2003 {b) 110,000
under development | H&M, Cap, Zara, Benetton, Borders
Canterbury  Whitefriars PFPL e} ﬂ Department store, 2 majar stores, Fenwicks, Boots, Tesco To be completed 37.685
36 shaps, library, residential and 2005
car park |
Cardiff St Davig's Centre PFPL t‘l 1store, 63 shops Bhs, Burtons, Mothercare, 1981and 1991{r) 32,520
Peacacks, C8J Clark, Miss Selfridge,
Alexon, Vision Express,
Stead & Simpson, Best,
Clinton Cards
St David's Link T 12 shops and library Iceland, Greggs, Energy Centre 1986 32,520

Note shops in this section denotes number of current tenancies, rather than number of units originally constructed. Stores, supermarkets, banks and combined units are each shawn as one tenancy.
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Major property holdings

L . . Date built Sb)l Total
Location  Property name and address Property description Principal occupiers last refurbished (r} area m?
Towns and cities, autside central London — £50m and above (continued)
EastKilbride The Olympia FH D 32,5207 - 2 stores, 48 shops, Safeway, Etam, Warner Bros, 1989 (B) 33,210
ice rink, 9 screen cinema, library, Littlewoods, Adams, Game,
restaurant, public house, night <lub, Visian Express, Clinton Cards
food court and 690m? offices, car park
East Kilbride Princes Mall FH ﬂ 13.940m’ - 2 stores, 61 shops, Argos, Bon Marche, 1994 {r) 14,890
public house and 950m offices Poundland, Farmfoods,
Superdrug, Mark One
Exeter 3 stores, 82 shops and 2,580m" Virgin, Dorothy Perkins, Gap, 1952/1964 and 1971 15,000
offices, residential and car park Monscon
Leeds white Rose Shopping Centre FH ﬁ 2ancher stores, 7T major space units, | Sainsbury’s, Top Shop, Debenhams, 1997 (b} 60,390
73 shops, restaurant and food court Clinton Cards, Argos, Bhs, Next,
‘Wootworths, HMY, Ftarn, Superdrug,
WHSmnith, Next, River Island, Adams
Liverpeol St johns Centre FH [‘“_‘] 4 stares, 98 shops, 2 public houses, Wilkinsons, Woolworths 1989{r) 33,440
retail market, food court, hotet, )D'Wetherspoon, Foundland,
car park and Beacon Mark One, Babycare, Evans
Livingston  Almondvale Centre FH ﬁ Phases | and II: 7 stores, 106 shops, |  |JB Sports, New Look, HMY, Next, [Phasel: 1989 and 1996 (r), r 48,310
public house, mall café and car parks Superdrug, WHSmith, Phase II: 1996 {b)
Bhs,Woolworths, Argos,
Mothercare, Etam
Pertsmouth  Gunwharf Quays FH fj 17,000m? - 87 shops, 22,060m* Warner Bros., Bowlplex, Gap, 2001 (b) 41,280
leisure and restaurants, |Marks and Spencer, Nike, C&j Clark,
2.230m? offices Suits You, French Connection
{50% interest)
Stratford E15 Stratford Centre ﬂ 27.870m’ ~ 6 stores, 58 shopsand | Sainsbury’s, WHSmith, HMV, Boats, 1976 and 19981r) 30,450
2,580m” of air-conditioned offices Superdrug, Peacocks, New Look,
leeland
Sunderland  The Bridges ﬁ Phase k 3 stores, 59 shops and mall | Tesco, Peacacks, Mark One, Boots, |Phase I: 1969 and 1988 {r) 23,220
café, Market Halt Etam, Clarks, Body Care,
Wision Express
Phase |i: 2 stores, 25 shopsand | Debenhams, H8M, Next, TK Maxx, Phase IIi: 2000 24,620
carpark | Mew Leok, Superdrug, Allsport, Gap
Towns and cities, outside central London— £25m to £50m
Belfast Castle Lane FH 9 shops River Istand, Clinton Cards, 1957, part 1984 (b} 3,050
1B Sports
Birmingham Martineau Place 17,420m retail and 6,040m* offices Gap. First Sparts, Sainsbury's, 2001 (b) 23,460
(one-third interest} Benetton
Coventry ﬂ 37 shops, public house, 1,250m? Virgin, Bay Trading, Top Shop, | 1955/1961 and 1991 (b) 11,000
officesand hotel | Adams, River Island, Clinton Cards
Foot Locker, JD Sports
Ealing Broadway Centre FH ﬁ 3,390m* 11 shops and River Istand, Russell & Bromley, 1984 (b} 5470
2,020m’ alr-conditioned offices (part) Clinton Cards
Livingston  Designer Outlet Centre ﬁ 95 shops, leisure and food court Spean Bridge, Williams Hollins, 2000 (b} 26,790
{50% interest) Sports Soccer, C& Clark,
Speciality Retail, East by West
Newcastle  The Gate FH Leisure complex inctuding Odaon, Tiger Tiger, 2002 {b) 17,770
upon Tyne multiplex cinema Frankie & Beniny's, Pizza Hut
Plymouth 38 shops Next, McDonald's, Moss Bros 1952/1965 (b} [
York Coppergate Centre PFPL t‘j 3 stores, 18 shops, museum, 19flats | Marks and Spencer, Evans, Prestons, 1984 (b) 14,860
and carpark | C&] Clark, Boats, Starbucks, Dolcis
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Major property holdings

Date built (ﬁ]! Tatal
Location  Property name and address Praperty description Principal occupiers last refurbished (1) aream?
Towns and citfes, outside central London - £10m to £25m
Basildon PFPL 39shops | Top Shop, KFC, Burger King, Hinds 1958/60, part 1985 (r) 6,550
and part 1988 (1)
Bath 7 shops Bhs, Delcis 1961 (b) 1,500
Birrningharn Caaongate FiH Priase Il 6 shops and residential Muji, Ted Baker, figsaw 2000 {b) 9,760
Birmingham Priory Square ﬂ Up to 120,770m? retail Argos, Oasis, Virgin, Clivers, 1965 (b) 120,770
{one-third interest) Adams, Next 19991r)
Canterbury  Longmarket 16 shaps, conservatory restaurant, Cap, Ablegrand, Link, 1992 (b) 4,650
and museurm Body Shep
Canterbury  Clocktower 5 shops and 1,330m* offices, car park QS, Burger King, |JB Sports, Evans 1993 {b) 2,100
Canterbury  Marlowe Arcade and Graylaw House PFPL Q 1store, 14 shaps and 710m? offices | Bhs, Top Shap, Miss Selfridge, HMV 1985 (b) 10,400
Hull 34 shops and public house Next, McDonald's, C&] Clark 1952/56 {b) 8,350
Leeds Briggate 2 shops Gap, Mitlets 1900s {b) 2,250
Liverpool Lord Street and Williamson Square FH 16 shops and 370m? offices Rome Bargains, 1950s and 1999 (b) 10,300
JIB Sparts, New Look
Mottingharn Alan House FH 4 shops and 1,950m? offices | Starbucks, Thomas Cook, H Samuel I— 1985 {r) 3,000
Reading Station Hill FH 8,030m? offices and 13 shops, car park British Rail 1966 {b) 9,400
Hogg Rebinsen House 3,720m’ offices Hegg Robinsan 1979 (b) 3,720
Walsall Fark Street and Bradford Street FH 13 shops River Island, Thomas Cook, 19705 and 1987 (b} 3,700
Abbey National
Dartford Ebbsfleet 50% ownership of 153 hectares
of land with devetopment potentiat
Sunderlang  Market Square 7 shops WHSmith, Poundland 2001 {b) 3,300
Retall warehouse and food superstore propertles — £50m and above
Dundes Kingsway Ratail Park FH Oy 10 retail warehauses and fast food Toys 'R’ Us, Halfards, 1985 (b), 1987 (b}, 18970
restaurant. Major enlargement and Currys, MFI 1988 [b), 1994 (b)
reconfiguration commenced and 2002 (b}
Gateshead  Team Valley Retail Park 22 retail warehouses and fast food Homebase, TK Maxx, 1987 (b} / 2000 (b} 35,220
Retail World restaurant, Being upgraded. Next, MF)
Extension planned
tiverpool  Aintree Racecourse Retail Park, Aintree FH 1 retail warehouses and fast feod 884, Courts, Comet, 1986 (b), 1288 {b). 27,100
restaurant Halfords, Harveys 1990 (b), 2007 (b)
Manchester ‘White City Retail Park FH 11 retail warehouses, 2 restaurants Hormeabase, Halfords, 1990 (b} 17.830
and 2 starey ten pfn bowling Currys, DFS
Slough Bath Road Retail Park FH 6 retail warehouses Homebase, MFI, Wickes,DFS 1983 (b) and 1998 (b} 14,350
West. Lakeside Retail Park FH 20 retail warehouses and fast food Next, Borders, Currys, 1983 (b}, 1989 (b}, 32,940
Thurrock Testaurant PCWond, Toy 'R’ Us 1997 {b) and 2002 {b}
tivingston  Almondvale West FH 5 retail warehouses : Matalan, TK Maxx, 1987 {b) and 2002 (1) 9,540
Extensich planned 1iB Sports, Pets at Home
Almondvale Retail Park FH 9 retail warehouses Halfords, Currys, MFI, JjB Sports [ 1997 (b) 10,050
Almondvale South FH Phase | -1 unit. Phase Il - Hamebase 2002 (b} 8,380
planning consent for 9,383 m®
Retail warehouse and food superstore properties — £25m tol £50m
Bexhill- Ravenside Retail and Leisure Park FH 9 retail warehouses, food superstore, Homebase, Currys, 1989 (b} 20,65¢
on-Sea fast food restaurant, ten pin bowling PCWarld, Tesco
aliey and swimming pool, Planning
consent for extension of 3,065m?
Blackpool  Blackpool Retail Park FH 9 retail warehouses. Currys, Halfords, 1993 (b), 1995 (b) 11,270
Extensien planned Pets at Home and 1996 (b)
Dartford Eastern Quarry 245 hectares of land with To be developed
development potential
Derby Wyvern Centre FH 6 retail warehouses and fast food Currys, Homebase, 1980 (b} and 1996 {b} 11,290
restaurant Halfords, Carpetright
Edmonton  Ravenside Retail Park FH 4 retail warehouses and fast food Wickes, Courts, 1988 (b} 12,040
restaurant Mothercare
Erdington  Ravenside Retail Park, Kingsbury Road FH 10 retail warehouses MFI, Halfords, Currys 1987 (b), 1989 {b) 14,130
ang 1999r)
Hull PricryWay FH Food superstore and retall warehouse sainsbury’s 1984 (b) and 2002 {b} 10,250
Morthampten Nene Valley Retail Park FH 11 retail warehouses Currys, Staples, Comet 1987 [b), 2001(r) 13,690
and 2003 (1)
Pocle Commerce Centre FH 5 retail warehouses Homebase, Courts, MFL 1986 {b) and 1967 {b) 13,480
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R Date built Sb]’ Total Z
Lacation  Property name and address Praperty description Principal oceupiers last vefurbishied {t} aream? -
W
Retail warehouses and food superstore properties — £10m to £25m ;
Birmingham Great Barr FH Superstore l Asda 1998 (b) 7,750 E
Bolten Manchester Road FH Bretail warehovses Focus, JiB Sports 1985 {b), 1989 (1) 7630 E
and 1997 (b)
Bristol Longwell Green FH 2retail warehouses Homebase, Wickes 1985 (b} / 1986 (b) 7,200
Chadwell  HighRoad FH 5 retail warehouses Wickes, Currys 1988 (b) and 1999 (b) 8,520
Heath
Chesterfield Ravenside Retail Park, FH & retail warehouses. PCWorld, Focus, Currys 1982 (b). 1997 (b) 9,140
) Markham Road Extension planned and 2002 (b)
Derby Meteor Centre FH 11 retail warehouses, fast food Focus, MFI, Lidl, Pets at Home 1988 (b) and 1994 (b) 17.330
restaurant and public heuse
Fareham Southamptan Road FH L 3retail warehouse units T MFI, Argos 1985 [b) 7.400
Gloucester  Gloucester Retail Park FH 3 retail warehouses Focus, MFI 1989 (b) 10,450
Eastem Avenue
Hatfield Oldings Carner FH 3 retail warehouses Hornebase, Habitat, Comet 1988 (b) 5970
High London Road FH 2 retail warehouses B 1905 {v) 4,360
Wycombe
Manchester Cheetham Hill FH Retail warehouse Bigw 2002 (b) 9,180
Plymouth  Friary Centre, Exeter Street FH 2 retail warehauses Focus, Courts 1990 (b) - 7310
South-east industrial — £25m to £50m T
Basilden Juniper FH Oy - Phase I: 3 warehouses and TNT, Ford and Schenker 2001 (0 34,580
1 office building
Phase I: 4 warehause units under 2002 (b) and 2003 (b}
construction
Hatfield welham Green FH L Regional distribution centre Tesco Distrbution Ltd | 1986 (b} and extended 31,300
1988
Heston Heston Cenire and Spitfire FH 19 industriab/distibution units of Expeditors, PBQ, Hays 1977 {b), 1982 {b), 28730
[near Trading Estate differing size and specification. and TNT 1984 (b) and 2003 ()
Heathrow) Currently 10,240m? is being
refurbished
Sunbury Hanworth Road FH 3 distribution warehouse units ICl, Unigate and 1970 {b) and 1975 (k) 23,350
Cross (includes Interchange West) Jehnson & johnson
South-east industrial - £10mto £25m
Barking New England industrial Estate FH 6 warehouse/industrial units Shaffield Insulations, 1978 (b), 1981 (b} 12,932
Royal Mait
Basildon Zenith FH New development of 8 Ellis & Everard, Artisan 2002 (b} 18,300
warehouse/industrial units and
1 refurbished uniﬂ
Chandlers  Omega Enterprise Park FH 7 warehouse/industrial units and Secyricor Ceopost, 1588 (b) and 1989 (b) 10.79¢
Ford Schogl Lane 2 storey research & development {UK) Led
[near buiding
Southarnpton) )
Electron Way FH 1industrialiwarehouse unit APW Electronics 1588 {b) and 2001 {b) 15,060
Frimley Adbany Park FH 28industrial/warehcuse ynits Lucas industries, | 1982 (b} and 1984 (b) 21,640
[near Travelex and Siemens
Camberley)
Guildford ~ Cobbett Park 10 warehcuse/industrial units Big Yellow and BOC 2002 (b} 11,440
Tarnworth  Centurion Park FH High bay warehousing UCiand DFDS | 1996 (b) and 1999 {b) 24430
Welwyn Bridge Road FH 3 warehouse/industrial units Argos 1955 (b), 1961 [h) 17,070
Garden City and 1976 (b}
Centrapark l 3warehouse buildings 'WT Foads and John Lewis 2001 (b) 16,800
West MotherwellWay FH 37 warehousefingustrial units. Debenhams, Weir 1973{n), 1975 {b) 29,060
Thurrock Extension planned Pumps and Avery and 1979 {t)
Autorative
Wimbledon WeirRoad FH ’ 5 distribution warehouses Oddbins 1986 (b} 9,530

Outside central London the Group has holdings which total 450,000m” of retall space, 90,500m’ of office space, 454,223m’ of warehouse and industriel space and 454,223m* of 0ut of town retail and food superstore space.
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Directo I’S' repo P For the year ended 31 March 2002

The directors submit their report with the
financial statements for the year to 31 Maich
2003. A review of the Group’s business and
results for the year is contained in the
Chairman's Statement and the Operating and
Financial Review, which should be read in
conjunction with this report.

1. Business of the Group

During the year the Group has continued its
business of property development and
portfolio management of offices, shops, retail
warehouses, food superstores, leisure,
warehouse and industrial premises
throughout the UK together with total
property outsourcing. The Group consists of
three main business units, Land Securities
Development, Land Securities Portfolio
Management and Land Secuyities Trillium.,

2. Results for the year and dividends
The results are set out in the consolidated
profit and loss account on page 44,

An interim dividend of 9,5p per shave was paid
ond January 2003 and the directors now
recommend the payment of a final dividend
of 26p per share making a total of 35.5p per
share for the year ended 31 March 2003, an
increase of 4.4% over that for the previous year.

Subject to authorisation at the Annual
General Meeting to be held on 17 July 2003,
the final dividend will be patd on 28 July 2003
to shareholders registered on 27 June 2003,
The shares are expected to be quoted
ex-dividend from 25 June 2003.

3. Valuation and net assets

(i) Valuation

Knight Frank, external valuers, valued the
Group's investment portfolio on an open
market basis at £7,530.1m as at 31 March
2003.Taken with the Group's one-third
holding in the Birmingham Alliance limited
partnerships: the one-half holdings in the
Gunwharf Quays limited partnesship, the
Ebbsfleet limited partnership, the BBC Wood
Lane joint venture and the one-quarter
holding in the Bristal Alliance, the partfolio
had a value of £7,844.0m. This is an increase
of £33.0m over that at the previcus year end.
Taking into account total expenditure on
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investment properties of £478.3m and the
aggregate book value of properties sold during
the year of £396,1m, the deficit on vatuation
was £56.8m after adjusting for UITF28.

(i) Net assets

The investment portfolio vatuation has been
included in the financial statements for the
year ended 31 March 2003 and the net assets
of the Group at that date amounted to
£5,563.1m. Without adjusting for any
taxation which would become payable in the
event of properties being sold, the net assets
attributable to each share in issue on that
date were 1188p.Taking into account shares
reserved for issue under the terms of the
Group's employee share schemes, the diluted
net asset value per share was 1188p.

The amount of tax on capital gains, which
would become payable in the event of sales
of the properties at the amounts at which
they are included in the financiat statements,
is given in Note 24 on page 60.The amount,
in the region of £435m (2002 £535m),
represents approximately 93p per share on a
fully diluted basis.

4. Directors
The directors who held office during the
year were:

+% PG Birch CBE
| | Henderson CBE
M R Griffiths (retired 8/7/02)
+% P B Hardy (retired 8/7/02)
+# SirWinfried Bischoff
+# G 1Henderson CBE (retired 20/11/02)
FW Salway
A E Macfartane
P G Frerman
+# D Rough (appointed 2/4/02)
A M Collins {appointed 20/11/02}
1 D Ellis (appointed 20/11/02)

%  Non-executive and member of the Remuneration
Committee
+  Member of the Avdit Committes

In addition, SA R Rose was appointed a
director on 271 May 2003.

Biographical details of the directors appear on
page 32.

Since AM Collins, | D Edlis and S A R Rose were
appointed subsequent to the last Annual
General Meeting, they will retire from the
Board and, being eligible, offer themselves for
reappointment. A M Collins and [ D ELlis have
service contracts which provide for notice

of 12 months from the Company and the
director. S A R Rose does not have a service
contract with the Company.

| ] Henderson, F W Salway and A E Macfarlane
retire from the Board by rotaticn and, being
eligible, offer themselves for re-election;

| | Henderson and F W Salway have service
contracts which provide for notice of

12 months from the Company and from the
director. A E Macfarlane has a service contract -
which provides for notice of 12 months from
the Company and 6 months from the director.

Particulars of the interests of each director in
the shares and debentures of the Company, as
shiown by the register of directors' share and
debenture interests, and of their heldings of
options over ordinary shares, are set out in the
Report of the remuneration committee on
pages 36 to 41,

Apart from-share options, no contract
subsisted during or at the end of the financial
year in which a director of the Company is or
was materially interested and which is or was
significant in relation to the Group’s business.

5. Share capital

The Company was authorised at an
Extracrdinary General Meeting held on 14 July
2002, prior to the Company being introduced
as the holding Company for the Group, to
purchase in the market ordinary shares
representing up to approximately 14.9% of
the issued share capital at that time with such
authority to expire at the 2003 Annual
General Meeting. In the year to 31 March
2003, 700,000 shares were purchased and
cancelled. A resolution to renew this

authority will be proposed at the Annual
General Meeting,

6. Substantial shareholders

At 16 May 2003 the following interests in issued
share capital had been notified to the Company
under Part VI of the Companies Act 1985.
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Number of shares %J

Barclays Global Investors PLC

22,102,980 4.r4

M&G Investment Management Ltd

Legal & General Investrent Management

21,668,586 465

19,871,556 427

ABP Investments

17,685,178 3.80

Mecrill Lynch Investrnent Maragers

16,976,263 3A5

7. Employees

Details of the Group’s policies on employment
and on employee development are given on
page 29.

The Group is committed to achieving a high
standard of health and safety and continually
reviews its policies and practices to ensure
that those standards are maintained, Further
details are given on pages 30 and 31.

8. Donations :

During the year ended 31 March 2003
charitable donations amounted to £774,400.
This amount included £635,800 paid to
charitable trusts investigating sites of
considerable archaeological importance,
There were no contributions of a political
natyre during the year.

9. Environment

The Group's environmental policy and the
Environmental Report 2002 are published on
the Company’s website
www.landsecurities.com

10, Payment policy

The Group is a registered supporter of the
CBt's Better Payment Practice Code to which
it subscribes when dealing with all of its
suppliers. i

The code requires a clear and consistent
policy that payrnents are made in accordance
with contract or as required by law; that
paymaent terms are agreed at the outset of
atransaction and adhered to; that no
amendments to payment terms are made
without the prior agreement of suppliers and
that there is a system which deals quickly
with complaints and disputes to ensure that
suppliers are advised accordingly without
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delay when invoices or parts thereof are
contested.

The effect of the Group's payment policy is
that its trade creditors at the financial year
end represented 18 days' purchases.

11, Annual General Meating

Accompanying this report is the Notice of the
Annual General Meeting which sets out the
resolutions for the meating. These are
explained in a letter from the chairman which
accompanies the Notice. i

12. Auditors

During the year PricewaterhouseCoopers
converted to a limited liability partnership
{LLP}. Accordingly PricewaterhouseCoopers
resigned as auditors on 23 January 2003
and the directors appointed
PricewaterhouseCaopers LLP as auditors on
that date. A resolution to reappaint
PricewaterhouseCoopers LLP as auditors to
the Company will be proposed at the Annual
General Meeting.

By order of the Board//

P MDudgeon ! :
Secretary

21 May 2003.
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Investor information

The report and financial statements and other
information on the Group are available through
the internet on www,landsecurities.com.

Registrar

All enquiries concerning holdings of ordinary
shares, B shares, debentures or loan stocks in
Land Securities Group PLC, including
notification of change of address, queries
regarding dividend/interest payments or the
loss of a certificate, should be addressed to:

Lloyds TSB Registrars, The Causeway,
Worthing, West Sussex BNI9 6DA,
Telephone: 0870 600 3972.
Website: www.shareview.co.uk

The Registrars provide an on-line service,
enabling shareholders to access details of
their Land Securities shareholdings.
Shareholders wishing to view this
information, together with additional
information such as indicative share prices
and information on recent dividends, should
visit www.shareview.co.uk -

Payment of dividends/interest
Sharaholders who wish to have their
dividends/interest paid directly into a bank
or building society account should complete
a mandate instruction available from the
registrars. Under this arrangement tax
vouchers are sent 1o the shareholder’s
registered address.

Dividend reinvestment plan {DRIP)

The Company offers sharehelders the option
to participate in a DRIP.This enables
shareholders to reinvest cash dividends in
Land Securities Group PLC shares.

For further details, contact:

The Share Dividend Team, Lloyds TSB
Registrars, The Causeway, Worthing, West
Sussex, BNG9 6DA,

Telephone: 01903 50 2541,

Low cost share dealing facility

The Company operates with Cazenove & Co.
Ltd a postal share dealing facility which
provides both existing and prospective
shareholders with a simple, low cost way of
buying and selling Land Securities Group PLC
ordinary shares. For further information, or
dealing forms, contact:

Cazenave & Co Ltd,

20 Moorgate, London ECZ2R 6DA.

Telephone: 020 7606 1768.

Corporate Individual Savings Accounts(ISAs)
The Company has arranged for a Corporate
ISA to be managed by Lloyds TSB Registrars,
who can be contacted at:

The Causeway, Worthing, West Sussex BN99 6UY,
Telephone: 0870 242 4244,

Analysis of equity shareholdings

At 31 March ZOOBJ

Number Balance at
by size of holding of holdings % 31March03 %
up 10,500 12,736 3815 3459513 ars
5010 1,000 9,300 2786 6796574 145
1001t 5,009 9,190 2753 17945281 385
5001 to 10,000 749 224| 5188203 111
10,001 to 50,000 775 232| 1es10862 357

ieadilsasel - | gee) BERARE) T

50,001 to 100,000 186 056| 13364957 287
106,001 to S00,000 290 087| 66838321 1435
500,001 to 1,000,000 81 024 59,660,141 1281
1,000,001 and above 79 0.23| 275679935 59.22

33386 100.00] 465,562,808 l 10000
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Capital gains tax

For the purpose of capitat gains tax, the price
of the Company’s ordinary shares at 31 March
1982, adjusted for the capitalisation issue in
November 1983, was 205p.

The appropriate values 1o be used as base
costs in respect of shares in Land Securities
Group PLC issued under the Scheme of
Arrangement are:

Ordinary shares — 769p

B shares - 101p

sa that the new ordinary shares and the

B shares received in respect of the old ordinary
shares in Land Securities PLC will attract
86.99% and 13.01% respectively of the base
cost in those old ordinary shares,

Unclaimed assets register

The Company participates in the Unclaimed
Assets Register, which provides a search facility
for financial assets which may have been
forgotten. For further infermation, contact:
The Unclaimed Assets Register, Leconfield
House, Curzen Street, London W 1) 5)A.
Telephone: 0870 241 1713;

website www.uar.co.uk

Share price information

The latest information on Land Securities
Group PLC share price is available on our
website www.landsecurities.com or on the
Financial Times Cityline Service: telephone:
0906 8433133 (calls charged at 60p per
rninute).

Registered office

E Strand, London WC2N SAF
Registered in England and Wales
No. 4369054

Offices

5 Strand, London WC2N 5AF
(Telephone: 020 7413 9000)
and at 140 London Wall EC2,
Glasgow and Leeds
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Adjusted figures

Reported amount adjusted to exclude the results of fixed
asset property sates, bid costs, exceptional iterns and
additional deferred tax arising from the adoption of FRS19
‘Deferred Tax”

Average unexpired lease term

exctudes short-term lettings such as car parks and
advertising hoardings, residential leases and long ground
leases

Balanced scorecard

An approach to strategic managerment developed in the
early 1990's by Drs, Rebert Kaplan and David Nerton to
translate an arganisation’s visicn into a set of performance
indicators distributed among four perspectives: Financial,
Custorner, Internal Business Processes, and Learning and
Growth ’

Book value
The amount at which assets and liabilities are held in the
accounting recards

BREEAM
Building Research Establishment Environmental
Assessment Method

Credit rating

Anindependent assessment by Credit Rating Agencies of a
borrower's overal! ability to meet its financial cbligations
under debt and similar arrangements

Development pipeline

The Group's developrent programme and-proposed
schemes that are not yet included i the development
programme but are more likely to proceed than not

Development programme

The Group's major development schemes comprises
projects which are completed but less than 95% ley;
developments on site; committed developments {being
projects which are approved and the building contract let);
and autharised developments (those projects approved by
the Board for which the building contract has not yet been
let). For reparting purpases we retain properties in the
programme until they are 95% let :

Development surplus
Excess of latest valuation over the total development cost

Diluted figures

Reported amount adjusted to include the effacts of
potential shares issuable under convertible bonds or
empieyee share schemes

Dividend cover

Number af times equity dividend charge in the profit and
lass account is covered by profit after tax attributable to
ordinary shareholders

Earnings per share (EPS)

Profit after taxation attributable to ordinary shareholders
divided by the weighted average number of ordinary shares
in issue during the year

Estimated rental value (ERV})

The estimated market renta value of lettable space as
determined biannually by the Company’s valuers es
opposed to the rent being paid

FR$3 profit/(loss)

Profit/{loss) on disposal of fixed asset properties
calculated as the excess/(deficit) of net sale proceeds over
the book value. For investment properties baok value
comprises the Company's valuers’ annual valuation at the
previous financial year end plus any additions in the period
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FR517

Financial Reporting $Standards 17 (FRS17) 'Retirement
Benefits’, See Accounting policy Note 2(e) and Note 5 for
FR$17 disclosure of retirement benefits

Gearing {net)

Total borrowings, including bank overdrafts, less short-
term deposits, corporate bonds and cash, at book value,
Plus nen equity shareholders funds as a percentage of
equity shareholders’ funds

IOSH
The institute of Occupational Safety and Health

Interest cover

Number of times gross interest payable (i.e. pre-interest
capitalisation) is covered by cperating profit and interest
receivable but excluding the activities of Telereal

Interest rate swap

Afinancial instrument where two parties agree to
exchange an interest rate obligation for & pre-determined
amount of time

Investment portfalio

All investment properties and development properties
excluding Land Securities Trillium properties and
trading properties

Investment properties

Praperties held for investment purpases, excluding
development programme, Kent Thameside, Land Securities
Trillium preperties and trading properties

IPD

Investment property databank. An independent
information business which suppties market indices and
partfolio benchmarks to the property industry

loint venture

An entity nwhich the Group holds an interest on a long
term basis and is jointly contralled by the Group and one
or more venturers under a contractuat arrangement
whereby decisions on financial and operating policies
essential to the operation, perfermance and financial

" position of the venture require each venturer’s consent

NEBOSH
The National Examining Beard in Occupational Safety
and Health

Net asset value (NAV} per share
Equity shareholders’ furds divided by the number of
Ordinary shares in issue at the period end

Gpen A1 planning permission
Planning permission for the retail sale of any goads other
than food

Operating properties

Properties acquired and managed by Land Securities
Trillium as part of its total property outsourcing contracts
with third parties

Over-rented
Space thatis let at a rent above its ERV

Passing rent
The annuzl rental income receivable which may be more or
less than the ERV (see over-rented and reversionary)

Pre-let
Alease signed with an occupier prior to completion of a
development

Rental value growth

Increase in the current rental value, as determined by the
Company’s valuers, over the 12-month period on a like-
for-tike basis

Glossary

Revenue profit

Profit before tax, excluding the impact of exceptional costs
or profits such as bid costs, FRS3 profits/(losses), interest
charges on termination of financial instruments and Group
reorganisation costs

Retail
Includes shops, shopping centres, central Landon retail and
retail warehouses

Retail park
A scheme of three or more retail wareheuse units
aggregating over 4,650m’ with shared parking -

Return on shareholders’ equity

Increase in diluted net asset value per share plus dividends
per share for the year expressed as a percentage of diluted
net asset value per share at the beginning of the year

Reversionary or under-rented
Space where the passing rent is below the ERV

South-east industrial
Includes high bay distribution and estates suitable for
distribution, storage and manufacturing use

SSAP19

Statement of Standard Accounting Practice (SSAP19)
“Accounting for Investrment Properties”, See Accounting
Policy Note 2{h) (iii} .

Starnp duty .
Government tax levied on certain legal transactions
including the purchase of property

Total development cost

All capital expenditure on a project including the opening
boak value of the property an comrmencement of
development, together with ali finance costs

Total investment property return

Valuation sueplus, FRS3 profit/{loss) on property sales and
net rental income in respect of investment properties
expressed as a percentage of opening bock value of the
investment property portfolio

Total return

The growth in value of a share holding over a specified
period, assuming that dividends are reinvested to purchase
additional units of the stock

Trading properties

Properties held for trading purposes and shown as
current assets in the Balance Sheet. See Accounting
Policy Note 2{i}

UITF28

Urgent Issue Task Force Abstract 28 (UITF28) ‘Operating
Lease Incentive’ requires the Group to treat incentives for
lessees to enter a tease to be offset against the total rent
due. See Acceunting Policy Note 2(c)

UITF34

Urgent Issues Task Force Abstract 34 (UITF34) 'Pre contract
Costs' requires bid costs incurred prior to exchange of
contract to be expensed. See Accounting Policy Note 2(d)

Unitary charge
A payment under g Private finance inniative ar property
partnership covering the costs of using a property or facility

Weighted average cost of capital {WACC}

Market cost of debt and cost of equity capital {equity
capital cost calculated assurning equity risk premium of
4% and using Bloomberg beta factor, average for last two
years 0.56%) applied to fair value of debt and equity
market capitalisation and then suitably weighted
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Index

A

Aberdeen, Bon Accord Centre
Accountability

Accounting policies
Achievements

Analysis of net debt
Auditors

Audit committee

B

Balance sheets

BBC

Bid costs

Birmingham Alliance/Bull Ring
Birmingham, Caxtongate
Board

Bristol Alliance/Bristol

[

Canterbury, Whitefriars 20-24,74,76,80
Commitments for future expenditure . 58
Capitalisation of interest 49
Cardiff, St David's Centre 22,23,74,76,80
Cash flow 12,46,63
Chairman's statement 4-7
Chief executive's review 8-11
Competitive environment 10
Consolidation 48
Contingent liabilities 65
Convertibte bonds 15,60 -
Corporate governance 7.33.35
Creditors 59,60
Corporate social responsibility 28,29
Customer service 10
D

Debentures, bonds and leans 59
Debtors . 58
Depreciation and amortisation 49

Development

Development pipeline
Developrment programme
Directors

Directors’ report

Directors’ responsibilities
Dividend

Dundee, Kingsway Retail Park
DwP

E

Earnings per share
Employees/HR policy
Empress State, London

Environment

88

18.80
34
48,49

5

63
35,4285
34

45
5.10.12,14,24-26
48
22,23,74,76,80
23,74,80,82
7.32-35
21-23,74

5.9,14,20-23,26,74-75

14,15.21,74-75
14,15,21,56,74-75
32-42,51,52,84
84,85

42

5,6,12,55,84
23,75,76,82
10,14,25,27,31,73

6,12,44,55
7.29,51.85
18,22,74,77,78
31,85

Estimated rental value 71,72
Exeter, Princesshay 22,23,74,81
F

Finance 51
Financial assets and liabilities 63,64
Financial instruments 49
Financial reporting 34
Financial review 12-15
Financial structure 11
Five year record 66
G

Goodwill 43,56
Goverament 6,7
Gross property income 48
Guildford, Cobbett Park 18,75,77.83
H

Heaith and safety 30,85
I

Insurance 15
Investment activity i8

Investment portfolic  6.9,12,13,17,49,56,57 68-72
Investment properties 2,12-14,17-19,49,56,72,84,87

Investments in group undertaking 49,58
K
Kent, Crossways Business Park 31

Kent Thameside/Eastern Quarry 10,14,22,23
L

Land Securities Trilllum/Total property outscurcing
4,57,8,10,12,14.24-27,31,32,49,51,52,56,64,65,68,73

Landflex 10,18.22
Leeds, Wkite Rose Centre 19,28.76,81
Leisure (The Gate Newcastle Upen Tyne) 23
Livingston, Almondvale Centre 19,29,76,81
London

Bankside 1,2,3, 22,74,77,79

Cardinal Place 21,22,74,77,78
Central London  6,10,17,18,22,68-72,74,77,78-80

Eastbourne Terrace 18,21,22,77-79
30 Gresham Street 22,29,74,77,78
Hifton 6,17,18
New Fetter Lane 18,22,74,77,80
White Clty 12,14,24,26
M
Major property holdings 78-83

Manchester, White City Retail Park 19,76,82

N

Net asset value 3,4,12,45,50,55
New business 10,19,27
8]

Cbjectives 5
Cperating properties 48,57
Other primary statements 47
Other tangible fixed assets 49,58
Outlook 7
P

13,38,40,48,51-54
Performance benchmarking 69

9,16-19
6,12,17,49.68-72

Pension scheme/pensions

Portfolio management
Portfolio valuation (investment)

Profit after tax 12,44
Profit andioss 44,48,50
Properties 57
Prospects 1
Provisions 49,60
R

Related party transactions 65
Remuneration committee 36
Remuneration report 36-41
Rental income 13,70,71
Results 6
Retail 4,11,68

19,23,68-72,75,76,82,83 .
5,6,11,13,15,40,48

Retail warehouses
Return of capital

Risk management 11,34
H]
Segmental information 50
Share capital 61,62
Share option schemes 36,37,39,54
Shareholders” funds . 62
Shopping centres and shops 19,22,23,68-72,74,76,
BO-82
South-east industrial 19,23,68-72,75,77,83
Strategy 5
T
Taxation 11.14,48,54

Telereal (joint venture) 5,12,14,25,26,65,73
Ten year record 66
Thurrock, Lakeside Retail Park 18,19,21,76,82
Total property outsourcing/Land Securities Trillium

4,5,7.8,10,12,14,24-27,31,32,49,51,52,56,64,65,68,73

Trading properties 49
Treasury management 14,15
v

Valuations 35,49,68-72
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