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Growth

£60.2m

Acquisitions during year -
£290.4m over last 5 years.

£628.5m

Properties — £108 value
per sq ft with £8.55 sq ft
average rent.




Customers

3,773

Customers in 101
estates (5.32m sq ft).

89%

Property located inside
M25 — 51% within 5 miles
of London Eye.




Flexibility Responsibility

1,060

New lettings during year
(18% conversion rate).

6,052
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Workspace Group provides good value, small-unit
accommodation for rent in London and the South East
on user-friendly terms mainly to small and medium-sized
enterprises (SMEs). The SME sector in London is a
vibrant and growing marketplace and Workspace Group,
as the principal supplier of workspace in this market,
shares in this growth - almost doubling the value of its
portfolio in under three years.

At 31 March 2004 Workspace Group owned 101 estates
valued at £628m and comprising over 5.3m sq ft
providing accommodation for almost 3,800 customers
in London and the South East.

Workspace Group views its tenants as valued customers
who have chosen the Group because of the location,
quality and flexibility of the services it provides.
Efficient in-house management and marketing of its
estates enables Workspace Group to offer a superior
service, to create higher levels of occupancy, and to
improve rentals. The addition of other essential business
services, insurance for example, complements this offer.

The Group recognises its social and environmental
responsibilities — whether through urban regeneration
and co-operation between the private and public sectors,
through recycling of waste or other initiatives. At the
same time it produces an attractive financial return for
its shareholders.

Details of publications or other information produced
by Workspace Group may be found on the inside
back cover.
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Our coverage area

Propery acquired in 2003/04 (12}
Portfolio property — Greater London (71)
Portflio property - outside London {18)
Cutside the M25

Greater Longon

Central London

Property acguired in 2003/04
1 National Works, Hounslow

2 Atlas Business Centre, NW2
3 Elerslie Square, SW2

4 Michae! Maniey Centre, SWE
5 Rudolf Place, SW8

6 Zennor Road, SW12

7 Progress Way, Croydon

8 Hamiiten Road, SE27

9 Hardess Strast, SE24

10 Mahatma Gandhi Industrial Estate, SE24
11 Linton Haouse, SE1

12 Poplar Business Park, E14

| For further details of properties see page 54.

Qur coverage area

DTI classification of customer activities {%)

1 Services 37.1% -
2 Design and creative 23.3% ? guhﬁ?sa"i:r:if;as:rgﬁture 2%
3 Manufacturing 15.8% 8 R:::ilrlud"f n e

> A%
4 Qrganlsations 5.6% 9 Unclassified 1.0%

5 Storage and distribation §4%
T 2 a 5 L7im

-

1
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Financial highlights

£51.1m

Turnover +13.6%

£15.1m

Profit beforg tax +12.7%

£14.1m

Profit before tax on trading activities* +12.8%

£38.1m

Annual rent roll at year-end +6.1%

£49.7m

Valuation surplus 8.6%

£18.43

Net asset valug per share +22.1%

“Profit and earnings per share on trading activities are stated before profit

on property digpoesals and other non-recurring items (see page 37).

Annual turnover (£m)

Net asset value (pence per sharg)

Financial highlights

31.0p

Ordinary dividenct +10.3%

695.7r

Eamings per share +2.2%

61.3p

Earnings per share on trading activities* +2.0%

Investment property (£m)

2000 R 20.3 2000 | 904 2000 \ 3c4.2
2001 | 362 2001 1,173 2001 ] 366.5
2002 1 300 2002 T 1,353 2002 [ 414.7
2003 | 450 2003 1 1510 2008 [} 505.5
| 510 2004 1,843 2004 626.1
Earnings per share {pence per share) Profit before tax (£mj Year-end rent roll (Em)
2000 402514 415 2000 831105 88 2000 ] 258
200t 44.1] 59.5, 836 2001 05} 100; 195 2001 ] 29.2
2002 52.8[12.6 564 2002 11511058 120 2002 ] 206
2003 60.1] ;4.2 4.3 2003 125 09 134 2008 353
| iaa 657 2004 |10 151 2004 38,1
— Trading — Trading
- Other —- Cther
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Chairman’s statement

Chairman’s statement

During my time as Chairman of your Company, I have visited

many of its properties and met with many of its customers and staff.
In these visits and meetings I have found the spirit of enterprise
blossoming despite the challenging economic circumstances that
have provided the backdrop for much of this period. Our customers
are diverse and dynamic. It has been particularly interesting to

see how these businesses have developed and adapted to the
ever-changing, fast-moving markets of the twenty-first century.

It has been a challenging time for
Workspace too. For a large part of
the year rents moved sideways and
occupancy dipped slightly. Occupancy
bounced back and grew in the final
quarter as business confidence
recovered. Against this backdrop it

is salisfying fo present another set

of excellent results,

Results

Yet again, Workspace has defivered
record results. Year-end rent roll increased
to £38.1m, an increase of 6.1% over the
year. Like-for-like accupancy was broadly
stable and, at the year-and, was a healthy
88%. Profit hefore tax from trading
operations was £14.1m, with eamings
per share from trading operaticns

61.3p, increases of 12.8% and 2.0%
respectively. Growth in earnings per share

was depressed by an exceptionally

low tax charge that arose last year.

Two properties were sold, generating an
exceptional profit before tax of £1.0m,
Net profit before tax for the year was
£15.1m, up 12.7% on the year.

I am pleased to report that our focus
oh managed "workspace” properties has
continued 1o generate capital growth,
with net asset per share rising 333p or
22.1% to £18.43. This is despite the
recent dull paricd for rental growth and
is attributable to the renewed interest of
late in property as an investment asset
class. Against the Investment Property
Databank (IPD) - the standard industry
benchrmark covering all property — we
have continued to perform very well. This
benchmark shows us just outside the top
decile in the current year {a pericd when
retail property has continued to dominate

the investment market) with top percentile
performance when measured over a
lenger five or ten year horizon. Finally,

in terms of the results, | am pleased fo
report that on the key measure of total
shareholder return (TSR) we have
outperformed the FTSE Small Cap Index
by a wide margin over the last five years,
details of which can be found on page 30.

Strategy

Our consistent strategy Is to invest in
property that can provide good value,
small-unit accommodation on flexible
terms, where initial yields are attractive
angd where there is scope for the Group
10 imprave value using its intensive
management, proven systems anc
modest capital investment. This

drives growth in earnings and asset
values, creating shareholder value.

Tony Hales Chairman
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Longer term, the Group seeks to
maximise value through redevelopment
and regeneration. We have almost 3,800
customers, reprasenting every sector
of enterprise, both profit and non-profit.
We have a particularly high number of
customers from the “creative” sector, a
vibrant part of the London community.
We diversify operational risk by the sheer
number of different customers and their
wide range of activities,

Custorners are the heart of our
business and, during the year, we
have adjusted the organisation of the
Operations Team to be more aligned to
our expanding customer base. We have
responded to the more challenging market
conditions with a number of marketing
campaigns to build brand awarsness
and genéerate enquiries.

Governance

We have reviewed in detail our
governance processes in the light of the
new (2003} Combined Code. The Group
consistently aims to operate 1o high
standards of governance and a detalled
compliance report is naw on our website,
The Group alsc seeks to be an excellent
employer and has clear corporate social
responsibility and environmental pelicies.

Real Estate Investment Trusts

We have monitored developments over
the possible introduction of Real Estate
Investment Trusts (RE!Ts), noting the

Workspace Group one year relative
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Chancellor's consultation on PIFs
launched in his Budget this year. We await
the detall of the Government’s proposals.

People

This is the last report in which Alan Cherry,
Deputy Chairman, will feature as a member
¢f the Board. Alan is the longest serving
non-executive director of the Company -
having provided 12 vears’ sterfing service.
He will refire at the AGM to be held in July
2004. Alan had planned to retire last year
but stayed on for & further year, at the
request of the Board, to provide an element
of continuity af a time when Philip Bhodes,
the previous Chairman, retired and Bernard
Cragg and | joined the Board. He has
through this time, as he did through all the
years before, enriched the Company with
his contribution.

l am delighted to welcome John
Bywater as a non-executive director of the
Company. John, a chartered surveyor by
profession, brings a broad-based
knowledge of the property market and
is currently Managing Director of
Hammerson UK PLC.

I must also thank the management
and staff of the Group led by Harry Flatt,
This has been a challenging period — a
time when their resourcefulness has been
put to the test, The Group’s resulls are a
testimony to the mannsr in which they
rose te this chalienge.

Current trading and prospects
Enquiry levels and conversions to lettings
continue at good levels and therg is
evidence, through the faster rate of
progress of lettings, of increasing customer
confidence. Occupancy should improve
from its current 88% level (excluding
developments) to 90% during the year,
creating the platform for renewed rental
growth going forward. Earnings growth
will be tempered this year — due 1o the
run-through of the cccupancy reductions
during 2003/04, particutarly in those
properties which we are refurbishing —
before returning to more normal patterns
of growth in the following year. Against
this, with the current strong demand for
investment property and the anticipated
growth in our rentals as occupancy is rebuilt
and refurbished space let, there remaing
the prospect of good asset performance.

Dividend

The Board recommends a final dividend
payment of 20.7p making 31.0p for the
year, an increase of 10.3% over last year
and making 16% compound growth over
10 years. The proposed dividend will be
payable on 2 August 2004 to shareholders
on the register on 2 July 2004,
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Growth

Workspace Group has grown substantially
over the last ten years and plans to double
again organically over the next five.

This is an ambition shared by many of our
customers — a recent survey showed that
two-thirds anticipated growth over the
next year.
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- Acyuisitions

Workspace has acquired an average
of almost £60m of property per
annum over the last five years. Its
leading position in both letting and
investrnent markets in its sector give
it a unique insight,

-3 Improvements

Workspace is focused on urban
regeneration. It adds value to its
properties by extending and
refurbishing space to meet
market demands.

~> London

By focusing #ts business in London,
Workspace benefits from the
long-term growth in the capital city.

1,2 Europa Building
3.4,5 Bariey Mow
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Customers

Our customers are engaged in all forms
of professional, commercial, industrial,
charitable and other activities — evidence
indeed that our product services the broad
spectrum of SME needs. Our customers
enjoy above average success rates and

we know that success breeds success.

= Understanding
Understanding our customers is key
to satisfying their needs. Workspace
conducts regular surveys of
customers and non-customers,
performs entry and exit interviews,
operates comment card schemes
and runs focus groups. Its managers,
as the Group's ambassadors, stay
close to our customers.

= Support
Workspace operates a number of

support activities ~ from its add-on

services through to web based and

on-site events 1o assist customars' 1
marketing. Its café breakout areas

extend the reach of customers’ own

offices and enable networking

between them. Workspace seaks

successiul “customers for life",

-3 Responsibility

Workspace shares a cormnmon
concemn for the environment with
its customers — evidenced nat just
through its urban regeneration
activities, but also through its site
management and recycling of
waste and transportation initiatives.

1,2 Faircharm Studios 2
3 Shaftsbury Centre

4 Atlas Business Centre

5 Quality Court
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Flexibility

Our simple, flexible and affordable lease is
at the heart of everything we do. It allows
our customers the freedom to grow or stay
as long as it suits them to do so. Other
services — power, insurance, communications
- add to our offering.
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4 5

3] 7
- Clusters = Churn

By identifying and investing in SME Often compared to a revolving daoor,

sector Not-spots, Workspace can the exit of one tenant to be replaced

ensure that the needs of all types of by another enables regular renewal of

small businesses are caterad for, lease terms, With a relatively low

The ability to offer our customers rental cost this accelerates eamings

choice in terms of locaticn, size grawth opportunities for our

and type of space is important in businass.

letting it.

1,2,3 The Leathermarket
= Lease terms 4.5,6,7 Aladdin Business Park
Small busingsses are always
considering change ang many
relocate frequently — getting the
flexibility and the right o break their
lease counts.
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Operating review

Operating review

Another year of growth

and progress

The Group has continued its pattern
of strong growth. Over the last ten
years the Group has increased profits
and asset values (shareholder value)
by five times or more. In summer
2001, following the sale of the
Midlands portfolio, the Group
presented plans to double the value
of its portfolio through organic growth
over a five-year period.

By September 2003 {after only two and

a haif vears) the target had been 70%
achieved. We have therefore set ourselves
a new target, based on the same
assumpticns, of doubling again over the
five years to September 2008. This last
y&ar has been chaflenging for mary of our
customers — even 8o, the Group's results
show its resilience in these economic
circumstances and that it is on frack to
meet its strategic objectives.

Key results

Once again, we are able 1o report growth in
profits {frading profit before tax up 12.8%),
net asset valus per share {up 22.1% to
£18.43}, earnings per share (up 2.2%

to 65.7p) and dividends (uUp 10.3% to
31.0p per share). A contribution of £1.0m
before tax (4.4p per share) has also been
secursd from property disposals. This has
been achieved in the context of a more
challenging trading environment.

The total value of the Group's
properties at 31 March 2004 was
£628.5m. For properties held throughout
the year {comparing this value at 31
March 2003, plus additions and
improvements at cost, with that of Maych
2004} the upfift was £48.9m or 3.6%.

2003/04 Priorities

Achievements

2004/05 Priorities

Hamy Platt Chief Executive
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Trading review

This was a vear of contrasts. Over the first
nine months cccupancy declined slightly
partly due to some customers who found
trading more difficult at this time and partly
due to others who tock the advantage of
low interest rates t0 move 1o owner
cccupled accommodation. This decline
was exacerbated to a degres by our
securing the vacation of space in certain
properties either to prepare them for
disposal (for redevelopment} or so that we
could implement cur refurbishment plans
in the preperties. In the final quarter, these
patterns changed, with o¢cupancy and,
as a result, rent roll {on a like-for-like basls)
stabilising and starting to grow again.
Since the yesar-end, this pattern appears
10 have continued. Our experience reflects
the pattern of market research and
comment on the Londen economy, with

a number of researchers noting an uplift
of confidence particularly in the small

and medium-sized enterprises (SME}
sactor since Christmas.

We are often guestioned about the
vulnerability of our business and its
customer base at the weaker stages
of the economic cycle. Early in 2003,
post-Enron and with uncertainty over
Iraq, business confidence was weak, it is
pleasing to note therefore that at this time
there was little more than a 3% drop in
like-for-like ocoupancy over the first ning

Workspace Group PLC
Aninual Report and Accounts 2004

month pericd and that over one-third of
this was recovered in the following quarter.
in this more challenging market it has
not been possibie to grow rents {in terms
of average rent per sq ft) during the year.
Good rental growth occurs when the
portfolio is effectively “fully occupied” -
which we regard as the 90% occupancy
level. in the circumstances, we consider
that the standstill performance (average
like-for-like rent increased by 0.6%
over the year) was creditable, since it
demonstrated that the price levels at
which space was let were rohust,
supporting the ERVS (market rentals)
that we target to reach over time.

Going forward, our immediate
challenge is to build on the performance
in the fourth quarter, taking occupancy
back from its year-end 88% level to 90%,
at which time we anticipate renewed
rental growth. At the same time, we
should see rental contributions start to
flow from current refurbishment projects.

The quister pericd in 2003/04 wil have
a dampening impact ¢n earnings growth
in 2004/05. However, with the continuing
strength of the investment market, it is
aniicipated that asset growth, in tarms of
net asset value per share, will continue to
be good through this period.

Our marketplace

The Group's business model is simple.
We are a property-based business providing
a variety of accommodation for SMEs In
London and the South East. in this region
we are by far the largest provider of such
space, with 3,773 customers over 101
estates, in 5.32m sg # of sccommodation.

There are 3.7m businesses in the UK,
of which 1.1m employ between one and
twenty people. Of these 35% are based in
London and the South East, with, in turn,
over half in London itself. London alone
accounts for 20% of business start-ups
and closures in the UK each vear and
sees the greatest growth in higher
“added-valug” sectors. This is a huge
marketplace and our market penetration
remains low. There is therefore
censiderable scope for us to grow. To
achieve this we currently monitor over 200
properties in London worth in excess of
£500m and most of our acquisitions are
drawn from this pool.

Our core preduct is an afferdable,
flexible lease which allows our customers
to move in quickly and to expand or
contract as thair circumstances dictate.

1

2

3

4

3}

6

Trading

To continue ta increase
profits, earnings per
sharg, dividends ang
net asset value

per share.

Operating

To maintain high
cceupancy levels (90%)
and continuing rental
agrowth,

Investment

To continue expansion
in London and the
South East oy
acquiring in excess of
£50m of property.

Added value

To dispose of at least
one property upon
which change of use
has been secured.

Customer services
To continue to extend
and improve our
customer services and
particularly improve our
marketing database.

Brand development

To strengthen our brang
awareness, reach more

potential customers and
increase the number of

enquiries received.

Trading profit before tax
up 12.8%, trading
earnings per share up
2.0%: dividend up
1¢.3% and net asset
value per share up
22.1%.

Year-end ocoupancy
88%, rental growth flat.

Over £60m of property
acquired in year,

Canalot land sold for
development, two other
properties sold shortly
after year-end.

Increased sales of both
insurance and digital

connectivity, Marketing
database impiemented

supporting sales activity.

Advertising campaign
implemented.
Recyclopedia and
Beginners’ Guide to
Business Space
published. Enquiries
down 2% in quieter
market {lettings up 29%).

To continue to increase
all operating measures
to deliver enhanced
shareholder value.

To improve occupancy
to 90% and then renew
rental growth.

To continue with
a further £60m
acquisitions in year.

To continue to identify
and implement
opportunities to
improve properties

with at least one further
fransaction n year.

To streamling the entry
process and to
encourage local
networking and events
in our customer base,
with more face-to-face
contact between

our customers.

Ta simplity and increase
awareness of the
Workspace brand as
the leading provider

of space for SMEs

in London and the
South East,
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In many respects we are an hotelier of
space for small businesses, focused on
providing good customer senvice. With
average rents of just £8.55 per sq ft and
an average unit size of 1,169 sq ft, the
"average” customer in London pays less
than £10,000 per annum — which we
believe should be readily affordable for
amall businesses cperating in one of the
best markets in the UK, if not the werld.
Our new customers are often second
stage businesses looking to move from
a home environment to more formal
business premises. Many of them will,
in time, relocate within our portfolio as
their nead for space changes. Churmn
- the formation, expansion, reduction
and closure of businessas — is a key
characteristic of the SME market and
source of opportunity for us, It provides
us both with new customers and the
opportunity to relocate others, each
allowing uUs to review and increase rents.
Finally, the Group is very well placed
to take advantage of current trends for
the growth of London {n population and
empioyment) and the call in the Mayor's
L ondon Pian for more intensive and mixed
use of sites, Our assets are valued at a
comparatively low fevel of £108 per sq ft,
given that 51% by value is within five miles
of the centre of London (89% inside the
M25). They are not intensely developad
and so, in the madium term, the potentiaf
for aternative use and intensification of
use of our assets remains considerable.

Portfolic by unit size (arsa %}
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Our business

During the year under review we recsived
6,052 enguiries which yielded 1,060 new
lettings. The principal generators of
enguiries continued to be estate
signboards, internet raferences and
referrals from existing customers. These
enquiries are crucial to the Group's
success: not only da they provide new
lettings but they are also an indication of
levels of activity within the SME sector
and industry sub-sectors, enabling us to
focus our offer effectively on emerging
“value-adding” businesses - those best
able o pay improving rents,

We are pleased 1o note that the
lettings level for the year was broadly in
line with the previous vear. This supports
the Group's fong-hield viaw that there
are ajways new customers to be won
at any stage of the economic cycle,
The reduction in occupancy during
early 2003/04 arosg, therefore, not as
a result of a shortage of lettings, but was
attributable, rather, to increased levels of
departure during the first part of the year
— a factor which stabilised in the final
quarter. Customers were also slower in
making their leasing decisions in the
earlier part of the year, a characteristic
which changed with the rising confidence
in the new calendar year.

Our marketing activities have been
supported by a number of initiatives to
promote the Group's brand during the
year, including a poster campaign and

Portfolio by unit size (number of units %)

10-250 161%

2 250-500 5.15%

3 500-1,000 10.28%
4 1,000-2,500 26.21%

5 2,500-5,000 20.03%
6 5,000+ 36.72%

1 0-250 20.10% 5 2,500-5,000 8.58%
2 250-500 20.99% 5 5,000+ 4.45%

3 500-1,000 20.96%

41,000-2,500 24.92%
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Operating review
continued

the publication of two self-help guides
for SME's (copies of which can be found
on our website), In addition, the Tenant
Directary segment of the Group'’s website
{a "yellow pages” type directory) has been
extended by providing search engine iinks
to our customers' services. This resulted
in a significant increase in the number of
website hits at a relatively low cost and
has helped to extend brand awareness.

With its in-house management
operations — lettings, estate
management and credit control - the
Group is attuned to the flexibility needed
by the SME marketplace. This enables us
o foster close contact with our
customers, o moniter changes in
the market and to maintain exacting
standards. We try to work closely with
our customers and o understand and be
responsive to their needs. This is reflected
in our flexible leasing approach and
through a combination of entry and exit
interviews and active centre management.
To continue an earlier analogy, the Group's
operations are comparable in many
respects with those of an hotelier: from
the pricing of our product, the focus on
occupancy and actual achieved rates
for rentals, to the “front of house”
management (sasy-in-easy-out lettings
and an-site management} and the
provision of “add-on” services.

Our intensive management skills have
been essential in a vear which brought
many challenges to our customers.
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We have bean able ta maintain fike-for-
like occupancy in the 87% to 90% range,
although the decline in occupancy in the
first nine months of the year reduced the
Group's capacity to grow rents. On a
like-for-like basis, the increase in average
rent over the year was 0.6% (2003:
7.4%) from £8.32 to £8.37 per sq ft.
Occupancy also impacted on the rolling
rent review and lease renawal
programme, which in the year extended
10 11.3% of the opening rent roll. The
uplift achieved of £0.47m through rent
reviews and lease renewals represents
a 11.6% increase on previous passing
levals for these tenancies. We anticipate
that growth will return to more customary
levels in 2005/06 as full ocoupancy is
restored in the current year, 2004/05.
The Group has continued with and
extended its association with Kingston
University through the year, taking on
a post-gracuate researcher under the
Government's TCS programme 1o work
jointly on marketing research. Further
updating research work by Kingston
has been lodged in the Investor Relations
section of the Group's website (for details
see the inside back cover).

Portfolio

The comaerstone of the Group's target of
doubling the value of its portfolic over a
five-year period is its plan o acquire £50m
— £60m of property each year, and to
extract value from these and its existing

Like-fordike occupancy 2003 (%)
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hoidings through its active managsment.
During the year the Group acquired
£60.2m (excluding costs) of property
and disposed of property for a total
consicieration of £11.0m.

Valuation

The total value of the Group’s propertias
was £628.5m, an increase of £120.8m
over the year. The average value of the
Group's property was £108 per sq ft,
with an immediate income yield on current
rents passing of 8.37% and a yield at
estimated current market rental values of
8.64% (total ERV £54.3m). We consider
these to be robust values with continuing
scope and opportunity for growth.

As a short leasehold asset, the Alpha
Business Centre is included in the
accounts at cost (cost £1, value £0.4m).
Further, property used for Group
occupation (Magenta House, value £2.0m)
is reported as a fixed asset. Adjusting for
thess, the nat value of the Group's
portfolio for accounts purposes was
£626.1m.

The valuation was conducted by
C8 Richard Ellis in compliance with the
Practice Statements contained in the
Appraisal and Valuation Manual prepared
by the Roval Institution of Chartered
Surveyors on the basis of open market
valuation, as defined in Staterment 4.

For properties held throughout the
year {comparing their value at 31 March
2003 plus additions and improvements

Valuation by investment tenure (%)

1 Dccupied 88.25%
2 Vacant 11.75%

1 Freehold 75.0%

2 Long leasehold 11.2%

3 Part freehold/Part leasehold 13.7%
4 Short leasehold .1%

1 2 3

at cost, with that at 31 March 2004) the
uplitt was £49.6m or 9.6%. Of this total,
£5.56m relates to propearties of total value
£43.8m that have been earmarked for
sale following value added aclivities, an
uplift of 14.56%. Acquisitions during the
year showed a surplus on valuation of
£0.3m (0.5%).

At the start of the year, the Chancellor
announced the exemption from stamp
duty of ransfers of property in certain
areas. 55% of the Group’s properties
{by valus} were located in these areas.
Analysis of the valuation and markets
suggest that this factor contributed
approximately £10.0m towards the
Group's valuation surplus for the year,

Again, the Group's performance
exceeded the Investment Property
Databank {IPD) March Universe 2004
benchmark. in some vears such as this,
the performance of the Group's portfolio
might be lower than other sectors (this
year, retail/retall warehousing), but it is still
ahead of the Universe. More importantly,
the ungeared performance of cur portfoiio,
when comparad with IPD aver the longer
five and ten year periods, has always been
in the top percentiles. The table following
ifustratas not only the Group's substantial
outperformance of sector averages, but
also tha lower levels of volatility in our
particular sector compared with
commercial property more generally.,
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Total return {per annum)

One
year

Three
years

Five
years

Ten
years

Workspace Group  16.2%  14.9% 18.4% 17.8%
PO March Universe  12.6% 8.49% 10.5% 10.5%
Workspace Group

percentile rank 11 3 top  top

This cutperformance is lllustrated
graphically on page 5. Improvements
in valuation arise partly from market
rmovements but also as a result of
valug-adding activity through acquisition,
management and refurbishmant/
redevelopment. Comparison against
indices such as these segregates simple
market movement from our value-adding
activity. With its top-ranking performance
the Group has demonsirated its
consistent ability to generate enhanced
returns from its investments,

Acquisitions
Poplar Business Park sits at the gateway
to Docklands close to Canary Wharf,
As such, it is almost uniquely positioned
to service those businesses which need
immediate access to the Docklands area
but do not require prime Docklands space.
It is & modern industrial/warshousing park
which was constructed in the late 1980’s
and has featured on our target list of
acquisitions for a number of years,

The acquisition of Progress Way,
Croydon, has allowed the Group to secure

Workspace Group PLC
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a presence in an area in which it was not
praviously represented. Progress Way
runs behing the major A23, Purley Way
thoroughfare. It therefore has potential not
just in its own right but, in time, through
finkage to the major Puriey Way market,

The Lambeth portfolio (comprising the
Ellerslie Square, Hardess Street, Hamilton
Road, Mahatma Gandhi, Michael Manlay,
Zennor Road industrial estates and Rudolf
Place) was acquired from Lambeth
Borough Council. This portfolio of properties
fits well with the Croup’s existing holdings
increasing its representation in the area
between its existing Westminster Business
Square property and those at Pensbury
and Glenville Maws. On acquisition the
average rental values on the Lambeth
properties were lower than thoss at
the Group's immediately adjacent
holdings indicating the scope for growth
over time.

The Atlas Business Centre is located
at Staples Corner on the North Circular
Road, adjacent to the A5 and the start
of the M1 motorway. It gives the Group
a presence on the North Circular at a
location which is aimost equidistant
between its existing properties at
Bounds Green {to the East) and Acton
(to the Scuth) and in an area where it
had no presence previously. It is within
an active trading estate and should
provide the platform for expansion
in this significant part of North
West London.

> Atlas Business Centre
Located in Staples Cormner on the North Circular,
Atlas Business Centre gives the Group a presence
in an area whare we previously had nons.

Operating review
continued

National Works is a medium-sized unit
industrial estate located near the A4, Bath
Road, midway between Hounslow and
Heathrow Airport. It also provides the
Group with a presence in a location in
which it has sought property and fits well
with the Group's other holdings.

Linton House Business Centre is
located on the Southbank close to No 1
Union Street, which the Group successfully
refurbished and sold three years ago and
its retained land holdings which, as is
noted below, were sold for development
after the year-end. It is also close to two
of the Group's other properties, the Great
Guildford Business Centre and Surrey
House. The Group has therefore a strong
frack record in this area, The centre has
potential for expansion in time.

Disposals
Once again, headiine profits have been
assisted by profits of £1.0m realised on
disposal of properties. Two disposals
were completed during the year and twe
others contracted for sale with completion
oceurring shortly after the year-end
(so that they will be accounted for in the
accounts for the year to 31 March 2005),
The Group's interests in Kingsland
Viaduct and Union Walk were scid to
London Underground, its immediate
landlord. These properties had been
acquired in 1994 and 1996 under
formutae by which the Group refurbished
the railway arch accommodation in raturn

> Michael Manley Centre
Part of the portfolio acquired from Lambeth
Councl, increasing the Group's representation
in South Longon,
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for a share of the rental income that the
properties generated. The Group spent
£3.5m in total on these works and has
had geod income returns. London
Underground had planned for the routing
of its ELLX extension over the Viaduct.

A change of plan to extend its use to
regional as well as local passenger
services resuited in the issue of &
Compulsory Purchase Order (CPO) on
the Viaduct to facilitate the major works
necessary. Terms were agreed with
l.ondon Underground for a sale of the
properties which avoided the need for
implementation of the CPO, but preserved
the payment of compensation for tha
blight that the order had caused. The
Group received £8.25m, £7.82m of which
was in consideration for its property
interests and reinvestment costs, the
remainder of £0.43m being allocated to
rental blight compensation which was
taken to trading profit. The sale at £7.82m
showed a £0.53m profit over book value
and £4.2m surplus on original cost. The
pre-tax intemal rate of return ({RR} over the
holding period was 38%.

The other sale completed in the
year was of a plot of land acguired as
part of the Group's Canalot Studios
acquisition, made in January 2003.
Under the terms of this acquisition
the Group was not obliged to pay the
£1.5m consideration for the land until
January 2004. During the year the land
was marketed and a deal concluded

Portfolio area by locatlion (%)
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with Octavia Housing Association in
February 2004 under the terms of
which the land was sold on for £2.78m.
This yielded £0.45m profit over book
value at that stage, showing a surplus
of £1.18m on original cost over the
39-day financial holding period.

Shortly after the vear-end the Group
disposed of its land at Hooley Lane,
Redhil to Wimpey Homes for £10m. This
langt had been purchased at auction in
1997 for £0.96m and an overage payment
obligation relating to development of the
site was subsequently bought in 2001 for
£1.3m. The criginal investment, which was
let providing open storage space, showed
a healthy return on cost rising from 13%
on acquisition to in excess of 20%. Whilst
managing the proparty and generating
these returns the Group advanced
proposals for the redevelopment of the
land, securing a planning consent for
residential accommodation. The property
was valued at £9.9m in the Group's books
at 31 March 2004 and so the sale wil
show a margin on book value of £0.1m,

a surplus on cost of £7.27m and an IRR
(pre-tax) of 49%.

The other post-balance sheet disposal
was of the Group’s fand holdings in
Union Stresat, Southwark (referred to in
Acquisiticns) which were retained following
the successful sale of No 1 Union Street in
December 2000. With a value of £0.66m
attributed to them on acquisition, they
have baen sold for £1.88m (book value,

Portfolic valuation by location (%)

t North 13.94% 4 Wost 15.53%
2 South 24 Gasy 5 Central 7.97%
3 East 17.74% § Cuter 17.18%

1 2 3 4 5 &

1 North 11.86% 4 West 23.40%
2 South 22.99% 5 Central 15.35%
3East 14.41% 6 Outer 11.99%

by 3 4 ] £

1

£1.88m). This disposal, which shows a
pre-tax IRR of 23%, will also be accounted
for in the year to 31 March 2005,

The option granted in respect of the
Group's Payne Road properties was
extended during the year. It is likely that
these properties wilt be sold in the
current year.

Adding value

The Group’s core activity is investment
in, and the letting of, small-unit
accommodation. As such, it is not a
property development company but will,
when appropriate, engage and work with
partners in development activities to
create additional value.

During the year refurbishment projects
were completed at Quality Court, Europa
House and parts of Enterprise and
The Leathermarket, with works at Barley
Mow completing shortly after the year-end
In May. Works are continuing at the
remainder of Enterprise and on a further
extension at The Leathermarket with
others due 1o start during the current year
at Clerkanwell Workshops. I addition to
these schemes propesals for aiternative
and mixed used schemes are being
developed for the Group’s Thurston Road,
Greenheath, Wharf Road and Aberdeen
Studios properties,

At Quality Court, the Group refurbished
the former Patent Office, which had been
occupied latterly by the London School of
Economics, to provide an 18,000 sq #




13

busingss centre targeted at providing
smali-unit space for smaller legal practices.
The work was completed in October 2003
and, in a difficult market, was 15% let at
31 March 2004 (now 30% let).

The internal areas of Europa House
were upgraded to provide more vibrant
attractive “funky” space. The project
was very successful and immeadiately
attracted significant tenant interest, It was
completed in November 2003 and was
B7% let by the year-end.

The first stage of the Enterprise
refurbishment (the works at Hatfield
House, 52/54 Stamford Street) was
completed in Dacember 2003. The project
has now progressed to 1/2 Hatfields
where a reorganisation of the enfrance
areas and refurbishment of other areas is
under-way.

Al The Leathermarket a single storey
extension of the Lafone House building has
been completed (providing 3,300 sq fi) and
a similar extension of Trowbray Hause is in
progress (providing a further 2,700 sq fi).

At Barley Mow, & refurbishment
of approximately 50% of the internai
areas has been completed, inciuding
remocieliing the reception and café.

This will reinforce the centre as the
premier business centre servicing the
small business community in this part
of Wast London. it will, through the
internal recrganisation, provide a more
attractive range of accommodation

to customers.

= Quality Court and The Leathermarket

During the year refurbishment projects were
completed at Quality Court {above left),
Eurepa House and parts of Enterprise House
and The Leathermarket (above right), with
waorks at Barley Mow completing shortly after
the year-end in May.

Workspace Group PLC
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The Cierkenwell project again involves the
refurbishmant of the entire building and
reconfiguration of internal areas. The
property was purchased in a run-down
state. These works will bring the standard
of accommodation alongside those in the
Group’s other properties, providing an
attractive offer to its SME customers.

A one-year programme of works is
scheduled to commence in July 2004,

Progress at Thurston Road has been
slowed by the changing attitude of the
planning authority. Planning consent has
now been received for a mixed retail
warehouse development/housing use of
the site. However, the Council is now
looking for an even more intensive use of
the site. Whilst frustrating, due te the
delays #t is causing, this should serve to
enhance the value that the Group will
finally extract from this site.

Other mixed use redevelopment
schemes are under consideration at
Greenheath, Wharf Road and Aberdsen
Studics. Each comprises the demclition
of the existing properties to allow for a
maore intensive develcpment of the site
with a similar level of business space
being supplemented by residential
developments, in each case the Group
anticipates sscuring new space in place
of its older buildings together with cash
consideration for the land released for
residential development. In all these cases
our proposals are under discussion with
tha respective planning authorities.

Operating review
continued

Services

The Group has continued its services
offering to its customers through the year.
These provide a useful supplement to core
earmnings, but their principal chijective is to
increase the attractiveness of the
Workspace offering and maintain high
levels of occupancy and rental income.

At 31 March 2004 the Group supplied
gas and electicity to customers at 993
units and had 688 business insurance
customers. Energy turnover totalled
£0.96m and insurance commission
£0.40m in the year.

During the year the Group negotiated
arrangements for the transfer of its Vylan
activity to a new joint venture with Centric
Telecom Ltd. This move was precipitated
by a change of ownership in Trams,
the Group’s previous partner in Vylan.
However, it offered the Group the
opportunity of linking up with Centric,
whose core activity is {0 provide services
sirmiflar to those provided by Wilan with the
economies of scale afforded by linking
networks., Customer take up increased
thraugh the year reaching 198 by
31 March 2004 {31 March 2003; 153).

Environmental and ethical approach
The Group pays careful regard to the
social and environmental impacts of its
activities. It reports in detail separately in
its CSR reports and annual progress
reports against the targets it sets itself,
Copies of these raviews can be obtained
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from the Company Secretary at the Group’s
ragistered offices or from the Group's
website {sea the inside back cover).

There are two elements to its
environmental approach. Firstly, all
proposed acquisitions and existing
property holdings are investigated carefully
o identify the extent of any contamination
or potential contaminating activities
previously present on-site. These studies
have identifiect that aimost all the Group's
properiies were unlikely to suffer from
contamination and that at those properties
where the risk was higher, this was unlikely
to give rise to damage and any associated
liability. These reports have been made
available to CB Richard Ellis for the
nurposes of the valuation. Secondly, the
intensive style of management aclopted by
the Group and the risk assessment and
management programme undertaken
jointly with the Group’s insurers, Narwich
Union, helps its customers to recognise
and prevent pollution risks. As with all
other risks, the Board has nominated
a director {in this case the Chief Executive)
with specific responsibility for management
of the Group’s exposure to envircnmental
and associated risks, and the risk is
monitored regularly at Board level.

The Group considers that social
and environmental policies should be
founded not Just on avolding recognised
unacceptable practice but on active
Implementation of pelicies and practices
that benefit the community. The Group

Rents by property type (%)
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will shortly publish its fifth statament on
its practices and policies and report on
its progress against the targets for
performance it has set itself in this area.

In reccgnition of the importance of its
customers in the aris and media sectors,
the Group also introduced a Creative and
Cuntural Policy, detalls of which can be
found o our website.

Risk management

The Board and management of the
Campany pay close attention to the risks
Inherent in its business. An assessment
of these risks, in the form of response

to frequently asked questions, may be
found at the Group's website (see the
inside back cover for details). The following
commeniary addresses some of the
principal operational risks affecting the
Group's business.

Througtt its focus on cash flow,
the Group’s day-to-day procedures
in the letting and management of
its properties control much of the
operational risk associated with its
business. The commercial risk that the
Group carries derives principally from its
customer profile.

The Group invests in accommodation
let generally to smaller businesses which
have a weaker covenant. This has
traditionally been perceived as a high-risk
activity, Howaver, the Group has nearly
3,800 customers and recsives in excess
of 6,000 enquiries for space per annum.

Appropriation of rading income (%)

1 Business centres 58.6%
Z Industrial 30.6%

3 Warehouse 7,1%

4 Otfices and studio 3.0%
& Dpen storage 0.7%

1 u 3 as

1 Direct costs 27.9%

2 Net interest 30.5%

3 Admin expenses 12.9%

4 Transferred to reserves 9.5%

5 Dividends 9.8%
6 Taxation B.4%

||

Its exposure, therefore, to any single
customer or business sector is low. The
letting risk is better assessed against the
dynamics of the SME sector in the areas
in which the Group operates, rather than
in relation to the fortunes of any one or
group of customers.

The SME sector is resilient, growing
and recagnisad as important by all political
parties. The properties held by the Group
are generally ideal for long-term use by
SMEs whose space requirements are
generally simple. Qur buildings are less
prone than many to cbsolescence, to
change in technical and technological
requirements and fashion. With the scale
of our activities and the lavels of our
enguiries the Group is well positioned to
detect deveioping Trends in its customer
group and so adjust its service offering to
maintain its relevanca,

Day-to-day management of the
Group's operations, including letting
and property and financial management,
follow simple but carefully constructed
processes. The high numbers of
customers coupled with a high churn
rate generate high volumes of activity,
These demand responsive systems and
procedures, Through regular routine
reporting of key statistics the Group is able
to monitor developing patterns in its
estates and respond swiftly,
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As the Group'’s activities have
expanded so has the awareness of the
“Workspace Group” brand in the SME
secter in London and the South East,
This increasing awareness has been
reinforced by a strong marketing
programme to develop the brand with
the objective of protecting and growing
market share.

The commercial risks of the business
are not the traditionally perceived
property risks bui more akin to those
taken by a business-to-business service
provider delivering services to the SME
sector. Unlike most service providers,
however, Workspace Group recelves
payment for these sevvices in advance.
By contracting with its customers for
fixed regular payments, made in
aclvance and often further secured by
a deposit, the Group’s financial rigk is
greatly reduced.

The leve! of occupancy at which the
Group breaks even has been in the range
55-60% throughout the last five years.
With current cccupancy of 88% and
a towest leval of 75% during 1991, the
last economic downturn, the Group has
substantial resilience to changing
econcmic circumstanceas,

Like most businesses the Group
carries economic cycle risk. Experience
has shown that this tends tc be late
cycle and smoothed. The former arises
since customers typically operate out of
a single unit and so do not have the
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option of downsizing as readily as larger
businesses. Consequeantly customers
will tend to trade through any cyclical
downturn, and where failure occurs,

it is generally later in the cycle. Any
attrition is smoothed since government
initiatives operate 1o support SMEs
during the downturn effectively reducing
the levels of failures. Business failure itself
can create opportunity since often there
are others prepared to step in and fill the
vacuum created.

With the refocusing of its activities to
London and the South East, the Group's
exposure to the fortunes of this region is
significant. The Board considers that the
long-term prospects of the South East,
particularly for SME's, remain better than

those for the remainder of the LK, and so

believe that this risk is greatly outweighed
by the opportunities it creates. Its
customer base within this region remains

broadly distributed with no refiance on any

single trading sector,

The key financial risk carried by the
Group is its exposure to interest rate
varigtions, These are managed in two
ways. Firstly, through its investment in
high yielding properties and its focus on
management of the returns from these
properties, the Group maintains high
levels of interest cover. Notwithstanding
a gearing level of 101% at 31 March
2004, the interest on these borrowings
was covered 1.97 fimes. The Group
further safeguards its positicn by use

=3 Creative and cultural policy
In recognition of the impertance of cur customers
in the arts and media sectors, the Group has
introduced a creative and cultural policy.

Operating review
continuad

of instruments to manage interest rate
exposure. At 31 March 2004 59% of
the Group's debt was subject to
hedging either through fixed rate
borrowings or through the use of interest
rate collars.

Harry Platt Chief Executive

Borrowing sources (76}

1 Bank 82.7%
2 Debenture 6.4%
3 Convertible 0.5%

1 K
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Acquisitions and disposals

Acouisitions and disposals

Acquisitions 2003/04

Name of property Descriptian Purchase Initial Market rent
price  actual income at 31/03/04
£000 £000 £000

Poplar Business Park, London £E14 75,000 sq i, 33 unit B1 estate 16,100 1,134 1,120

Progress Way, Croydon 31,000 sq ft, 19 unit B1 estate 3,380 260 277

Lambeth Portfolic 169,460 sq ft, 109 units in seven properties mainly single 15,530 1,056 1314

{comprising Ellerslie Square, storey light industrial buildings

Hardess Street, Hamilton Road,

Mahatma Gandhi, Michael Manley,

Rudolf Place and Zennor Road)

Atlas Business Centre, 163,800 sg ft, 115 unit office and industrial estate 12,650 1,140 1,154

London NwW2

National Works, Hounslow 48,000 sq ft, 40 unit modern industrial estate 4,000 320 ag1

Lintont House, London SE1 35,000 sq ft, 41 unit business centre 8,500 769 789

Total 60,160 4,679 5,045

Disposals 2003/04

Name of property Disposal Exit Annual

Price Income
£000 £000

Kingsland Viaduct/Union Walk E2 8,250 1,221

Canalot Land, W10 2,790 -

Total 11,040 1,221

Notes

* Ot the total consideration of £8.25m, £430,000 of compensation was allocated against rental losses suffered due to & compulsary purchase order,

Tnis has been treated as trading incorre.

¥ The cwnership structure for Kingsland Viaduct and Union Walk involved the pay away of approximately 45% of the gross income shown by way of ground rents.
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Management and employees

The Group achieved Invastars in People
accreditation in 1997, Following external
reviews the accreditation was renewed in
2001, 2002 and 2004, All staff participate
in annual perfarmance reviews i which
training and other development needs are
assessed. At the year-end the Company
had 23 staff who were engaged in formal
training programmes (for professional
gualification, external degrees or as part
of a vocational training programme),
In acddition to this, 445 individual units
of training, totalling 675 days (4.4 days
per member of staff), were delivered
internally covering customer care,
supervisory, management and information
technology skills.

During the year, the Group undertook
a root and branch review of its operations.
Following this review the regional structure
{comprlsing two regions covering “North
and East” and “South and West”) was
retained but the structure within the
ragions was reorganised to create four
portfolio groupings in each region. Each
portfolic grouping has been established
as a separate profit centre.

Staff are involved at all levels in the
development of Group operating policies.
This occurs formally through the
Purchasing and IT Steering Groups and
the regular Centre Managers Confarence
and informally through departmental and
team working.

All staff participate in a bonus scheme
which is related to both individua! and
corporate performance. In addition, each
year, all staff are Invited to participate in
the Group's Save as You Earn Scheme
which encourages individuals 1o acquire
shares in the Company - at the year-end a
third of the workforge were involved in this.
Finally, all staff benefit from life insurance,
and participate in the Group's pension
scheme (see note 23 to the accounts).

At 31 March 2004 the Group had

154 employees with an average age

of 39 years and average period of
service with the Company of six years.
32% of staff were female. Excluding
directors, the average salary of staff
is £25,640 p.a. The Group aims to

be an equal opportunities employer.
In its recruitment, staff training and
development and promotion policies,
it seeks to avoid discrimination on
grounds of gender, sexual orientation,
race, religion, age or disability.

Management and employees

01 Antony Hales BSc

Chairman*!

Teny Hales (56), joined the Board in
November 2002 and was appcinted
Chairman in December 2002. He is
currently Chairman of NAAFI Lid and a
non-executive director of Reliance Securlty
Group ple and Aston Villa plc. He was
previously Chief Executive of Allied
Domecq plc and a non-executive director
of HSBC Bank plc.

02 Harry Platt MA MRTPL

Chief Executive

Harry Platt (52) joined the Group as
Director and General Manager in April
1991, became Managing Director in April
1992 and Chief Exacutive in October
1899. He was Chief Executive of Harlow
District Council between 1983 and 1982
and before that Assistant Chief Executive
at the London Bearough of Greenwich.
Prior to joining the Group he was
Operations Director of Dixons Commercial
Properties Limited.

* Non-executive
¥ Member of Remuneration, Nominations

and Audit Commitiees

o

0z




23

03 Alan Cherry CBE DL FRICS Hon MRTPI
Deputy Chairman*®

Alan Cherry (70} joined the Board in 1892,
He is Chairman of Countryside Proparties
PLC, a developer specialising in the
creation of sustainable communities, and
urban and rural regeneration. He was until
recently a Board Member of the East of
England Development Agency, and a
member of the Government's Urban Task
Force. He was a founder partner of the
estate agency firm Bairstow Eves.

04 Christopher Pieroni BA (Hons) MSc
{Econ) PhD {Cantab)*!

Chris Pieroni {46} joined the Board in January
2000. After teaching economics at
Cambridge University in the 1980s he joined
PA Cambridge Economic Consultants before
moving on to Price Waterhouse. He joined
Colliers Erdman Lewis (CEL) in 1993 and
was respeonsiple for the Research and
Consultancy Department before becoming
Chief Cperating Officer of CEL. Following the
merger of CEL and Conrad Ritbiat, he

was appointed Head of International for
Colliers CRE.

03

04

Management team

Harry Platt
CEO.

Madeleine Carragher
Responsibilities include:
- Estate management
- Lettings

- Building maintenance

~ Marketing
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05 Madeleine Carragher FRICS
Operations Director

Maddy Carragher (48) has worked for
the Group since its establishment, initially
as Estates Surveycr. She is responsible
for the development and implementation
of the Group’s marketing strategy and
the promeotion, letting and overall
management of the Group’s estates.
She was promoted to the main Board

in January 1996, Prior to joining the
Group she was a surveyor at DE&J Lewy.

06 Patrick Marples MRICS

Property Dirsctor

Patrick Marples (48} joined the Board in
November 1996 as Property Birector
responsible for the investment
management of the Group's property
portfolio. He had previously worked as a
property consultant for the Group since
1987 and prior to that he was an
Associate Partner at DE&J Levy.

05

06

Patrick Marplas

Respansibilities include:

- Property acquisitions
and disposals

- Development
opnortunities

- Partnership schemes

Mark Taylor

- Finance

-17

Responsigilties include:

- Company secretarial
- Investor Relations
- Workspace energy

07 Bernard Cragg BSc ACA*

Bernard Cragg (49} joinec the Board in
June 2003. He is Chairman of Datamanitor
Pic and a non-executive director of
Mothercare Plc, Bristol & West plc and
Astro All Asia Networks PLC. He was
formerly Group Finance Director and Chief
Financial Officer of Carlton Communications
Ple and a non-executive director of
Arcadia plc.

08 Mark Taylor Bsc FCA

Finance Director and Company Secretary
Mark Taylor (53] joined the Group in Cciober
1895 as Finance Director, He trained with
Touche Ross and was previously employed
for 16 years by John Laing FLC, latterly as
Joint Managing Director of John Laing
Developments and Director of Group
Investments. Following this he worked for a
short period with the Ministry of Defence.

Not pictured John Bywater FRICS*

John Bywater {57) joined the Board in Jung
2004, He is a main Board dirsctor of
Harmmerson PLC and Managing Director of
its UK activities. John started his career
with British Rail, later jeining the Burton
Group, Allied Lyons and Donaldsons,
Chartered Surveyors.

Qo7

08
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Financial review

Profits
Trading profits before tax at £14.11m are 12.8% ahead of last year. In addition, profits on disposals yielded £1.01m {2003: £2.77m).

Trading earnings per share increased by 2.0% to 61.3p. This improvement in earnings was dampened by an increased tax charge
to normal levels after an exceptionally low charge reported last year. Elimination of the tax adjustment in respect of provisions for
previous years made last year would have resulted in a higher, 29.5%, tax rate, which when applied to eamings would hava resulted
in trading eamings per share of 55p per share {making the increase to 61.3p this year an 11.5% uplift}. The valuation surplus of
£49,70m represents £8.10 per share, taking the net asset value at 31 March 2004 1o £18.43 per share (2003: £15.10), an increase
of 22.1%. This continues the unbroken pattern of growth delivered by the Group since its flotation in Decermber 1993.

Compound

2003/2004 2002/2003 annual growth

growth growth  1998-2004

Improvement in Trading PBT 12.8% 9.1% 15.2%
Improvement in Trading EPS 2.0% 13.8% 12.9%
Improverment in dividends per share 10.3% 10.2% 10.3%
22.1% 11.6% 21.9%

Improvement in NAV

Overheads have reduced again as a percentage of turnover from 14.68% to 13.9% (2002: 15.3%). Net interest increased during the
year by £2,52m. This increase was attributable to the borrowings arising from the acquisition and capital expenditure programme
of £70m (net). Interest costs of £1.11m (2003: £0.56m) were capitalised during the year on properties in process of development.
The Group considers that, with its careful focus on asset values underpinned by six-monthly independant valuations, its policy of
capitalising interest presents no risk of overstatement of asset values.

Taxation
The effective rate of Corporation Tax in 2004 was 30.3% (2003: 22.7%). The effective rate excluding surpiuses on property disposals

was 30.4% (2003; 22.5%). Last yaar's charge was reduced by an adjustment to pricr year tax provisions of £0.92m arising from the
settlemnent of tax liabilities in pravious years. Leaving aside disposals, the tax rate next year should remain in the order of 30%.

Dividend

A final dividend of 20.7p per share is proposed. The interim dividend was 10.3p per share, and so the total dividend proposed
for the year is 31.0p {an increase of 10.3%). The dividends are covered 2,11 times (2003: 2.32 times ) by earmings, 1.97 timas
(2003: 2.17 times) if based on trading earmings only.

Internatl performance measures

Internal benchmark comparison shows;

Performance measures 2004 2003 2002 2001 2000
Turnover per member of staff (£000) 332 314 294 272 277
Year-end investment in property per member of staff (£000) 4,092 3,261 2,984 2,581 2,340
Administration costs as a percentage of revenue 13.9% 14.6% 15.3% 13.8% 14.5%
Total return on equity 26.2% 15.0% 20.6% AD7% 36.9%

Return on equity is computed by reference to pre-tax profits plus valuation surpluses/deficits divided by opening shareholders’ funds
(allowing for share capital increases during the year). Our target is to achieve a strong double digit return on equity year on year, and in
due course (with expansion of the portfolio), to maintain administration costs as a percentage of revenue at below 12%.

Financing

Following the debt refinancing in 2002/03, the Group opened the year with £81m of committed facilities. During the year the Group’s
investment programme (£70m net expenditure) has been financed using these facilities. Negotiations for the next round of financing
have started. It is proposed that the existing facility with National Westminster Bank {NatWest) be extended from £100m to £150m
with the term of the entire facility being refreshed to a new five-year period. The terms of this facllity {principally a margin of 0.85%
ovar LIBOR) and of the related overdraft facility (1.1% over base) remain unchangad. Preliminary discussions have been held with the
Group's other lender, Bradford and Bingley Plc, with a view to a similar extension of its facility once the NatWest facility is utilised. This
patiern of extending and renewing five-year term loans was described in last year's review, Through this approach, the Board considers
the Group can access competitively priced funding on a flexible basis to match its cash demands for expansion. With regular reviews
and renewals the maturity of these loans can be maintained in the 3-5 year range leaving flexibility should markets and circumstances
change. The weighted average life of the Group's debt at 31 March 2004 was 3.2 years,
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At the year-end the Group’s facilities and drawings thereon were:

2004 2004 2004 2003

Facitity amount Drawn % of Debt Drawn

£m £m em

Debenture Stock 19.5 19.5 6% 19.5
Convertible Loan Stock 2.9 2.9 1% 2.9
Bradford & Bingley Loan 200.0 200.0 65% 160.0
NatWest Property Loan 100.0 84.5 28% 65.0
NatWest Overdraft 2.5 1.3 - -
Deposits - (1.3 - (3.6)
324.9 306.9 100% 243.8

The available resources of approximately £18m are equivalent to three months' spend at the capital investment rate for 2003/04.
However, immediataly following the year-end sales realising a further £12m were completed with others in the pipeline.

Borrowings over recent years 2004 2003 2002 2001 2000
% Fixed/hedged 59% 75% 77% 89% 93%
Average interest rate (year-end) 5.8% 5.8% 5.8% 7.0% 8.5%
Interest cover 1.97 2.04 2.15 2,70 1.87
Tradling interest cover 1.9 1.72 2.09 1.82 1.72
Year-end gearing % 101% 98% 81% 83% 104%
Debt: Portfolio value 49% 48% 43% 43% 49%

Year-end gearing increased marginally to 101% due to investment during the year, reduced by valuation surpluses. Beth gearing and
interest cover levels are within the levels historically set by the Board of 120% and 1.5 times.

The Debenture and Convertible Loan Stock, which atiract an average 11.3% interest charge, represent just 7% of total borrowings.
The maturity of net debt at 31 March 2004 is shown below:

2004 2003 2002
WMaturity of net debt % % %
Under 12 months - - 1%
1-5 years 99% 99% 34%
5-10 years 1% 1% 65%
10 years + - - -
Tetal 100% 100% 100%

At 31 March 2004 the average cost of floating rate funds was & margin of 0.94% cver LIBOR or base rate (2003: 0.94%). At 31 March
2004 secured borrowings were covered 1.83 times by the value of charged property (with a further £68.7m uncharged giving an overalt
cover of 2.06 times). Further details of debt facilties and borrowing policies are given In note 17 to the accounts {page 48).

Balance sheet and cash flow
The principal changes in the balance sheet over the year arise from the Group’s continued investment programme and the improved
values of its assets. Investment properties totatied £626.06m (2003: £505.49m). This increase of £120.57m arose principally from the
net invastrment of £70.15m during the year and the valuation surplus of £49.70m recorded at the end of the year. The new investment
was financed principally by the increasa in borrowings over the year of £63.1m; the balance arising from cash generated from operations.
The Group's net current fiabilities at 31 March 2004 wgre £22.82m (2003: £17.88m). Current liabilities include tenants’ deposits in
the form of advance rent payments and quarterly and monthly rents and service charge payments in advance amounting in aggregate
to £10.6m (2003: £10.4m). The directors consider that in the normal course of business the majority of these Kabilities are untikaly to
require payment and properly form part of the working capital of the Group. Net cash inflow from operating activities at £31.6m
(2003: £29.1m) improved, principally dus to the contribution from newly acquired properties together with incraased profitability from
existing properties.

International Financial Reporting Standards (IFRS)

The Company will be obligad to report using IFRS for the financial year ending 31 March 2008, with its first IFRS based statements
being for the quarter ending 30 June 2005, A conversion programme has been established and initial studies concerning this major
change to financial reperting completed. llustrative unaudited accounts have been prepared by reference to the principal standards
giving rise to the most significant changes in the reporting of the Company's performance. Your Board believes that, whilst publication
of these draft unaudited statements alongside the current financial statements prepared under current UK GAAP (generally accepted
accounting principles) may be misleading, 1t should provide some guidance on the impact of IFRS. It will therefore include these
statements as part of its briefings to analysts and investors (details of which can be found on the inside back cover).




20

Workspace Group PLC

Directors’ remuneration report

Annual Report and Accounts 2004

Directors’ remuneration report

The Board reports, in accordance with Schedule 7A to the
Companies Act 1885, to sharehclders on directors’ remunaration
as set out below. In this matter the Board is advised by a
Remuneration Committee composed of the fallowing non-
executive directors of the company ~ Dr C J Pieroni (Committes
Chairman), Mr A J Hales and Mr B Cragg. The Cornmittee is
required annually to consider and review all aspects of the
executive directors’ employment, performance and remuneration
and the Group's policles on these matiers, and to make
recommendations 1o the full Board. The Committee does not
make recommendations on the remuneration of non-executive
directors, which is a matter solely for the full Board and which is
reviewed periodically by reference 10 independent professional
advice. The Committee does not make recommendaticns for the
rermuneration of staff other than the executive directors and
senior management, but does discuss remuneration policies with
the executive directors,

The Remuneration Committes consulis with the Chief
Executive and its HR Adviser, John Miller, about its propesals
where appropriate. Independent professional advice is taken from
time to time from Investment Property Databank {(PDj, KPMG,
Norton Rose and othar consultants appointed by the Committee
in order to carry out ts duties. The Group subscribes to the
Monks Partnership (an advisory service of PwC} for the provision
of salary survey information on senior executives. The remuneration
policy for the Board is considered both in the wider context of the
market and in terms of the remuneration structure operated within
the Group. Mr Miiler s retained by the Company to provide advice
on HR matters on a company-wide basis. IFD has benchmarked
the performance of the Group’s property portfolio for ten years.
Norton Rose, as the Group's legal adviser, provides services bHoth
in the context of transactions and wider commercial matters.
KPMG and Monks Partnership provide no other service 1o the
Group. All consultant advisers are considered by the Committeg
to be independent. The members of the Remuneration Committes
attend the Company's Annua! General Meeting and are available
to answer shareholders' guestions about directors' remuneration.

The secticns of the report dealing with emoluments paid and
share options held have been subject 1o review by the Company's
auditors. The remaining sections are not subject 1o review,

Policy and practice on remuneration of executive
directors and senior executives

1. Level of remuneration

The Company aims 10 ensure that remunération packages
offered are competitive and designed to attract, retain and
motivate executive directors and senior executives of the right
calibre. The Company recognises that given the management
Intensive nature of its activities it is essential that a committed
managament team be engaged and retained. With the Group's
focus on enhancing shareholder value through driving forward
earnings and thereby asset growth, the Board considers that
remuneration poiicies should be linked to the delivery of
measurable targets linked to these,

2. The main components

The Company's policy is that remuneration arrangerments should
comprise both fixed and variable elements. It considers that fixed
elements should be set at levals below median for the sector and
that variable elements should sxtend the opportunity for total
rermuneration to achieve above median levels where good results
are achisved. As such, the only fixed elements of remuneration
are salaries, pension and other benefits, with annual performance

bonuses and long-term incentives, such as options, being
performance related. In this way, shareholders and executives
share in success. These policies apply to all executive directors
and senior management of the Group. In setling the
remuneration terms for the year the Committee reviewed

its policies and considered that they continued to be in the
interests of the Group and its shareholders. During the year the
Remuneration Committee undertook a detailed review of all
aspects of the remuneration of executive directors (taking advice
from external consultants). Following this raview:

* base salaries of executive directors were increased 1o levels
below median comparatives;

* bonus levels, subject to more extensive performance targets,
as described later, were increased,;

* directors gave up their contractual entitlements to pension
contributions by the Company on bonus payments, and

¢ anew Co-nvestment Plan {see below) was established.

No major changes to remuneration policy are proposed in the
immediate future. The Committee will however, continue to
monitor the effectiveness of its policies.

The maln components are:

i. Basic salary

Basic salary for each director is fixed, taking into account advice
from independent sources on the rates of salary for simiar jobs
in a selected group of comparabie companies, and based on the
performance of the individuals. Following the review of exacutive
directors’ remuneration packages referred to above, increases in
basic salary were again awarded in 2003/04 to take account of
the increased demands of the Group's business. These were
25% in respect of the Group Chief Executive and 16.7% in
respect of all other executive directors.

ii. Annual performance bonus

The Group oparates an annual bonus scheme which provides
for a capped variable cash bonus. The bonus targets are set
each year by the Remuneration Committes based on trading
and portfelio performance and personal targets. The trading
targets are linked to achievemnent of the budgeted trading profit
before tax with bonus awards increasing in fine with increases

in profitability. in the year under review the bonus for achieving
budgeted performance was 50% of salary with a sliding scale
above and below this. No bonus was payable for performance
at or below the trading profit before tax achigved in the previous
year, Maximum bonus of 70% of salary arose if profits achieved
115% of trading profit for the previous year. The portfclio
performance bonus is based upon achievernent of a capital
retlan from the portfolio better than that for a defined comparator
index compiled by IPD, Where the combined relative
performance of Workspace exceeds the index by 1% in each of
the latest three years, then a bonus of 5% of salary is payable
with increments to take up to a maximum of 20% of salary where
the outperformance is 2.5% over the reference period. A bonus
of 10% was payabile on achievement of individual personai
targets. The total maximum bonus if all targets were achieved
was therefore 100% of saiary. The bonus is awarded by the
Rsmuneration Committee after consideration of the Group's and
individuals’ performance against these targets for the year. The
annual bonus for 2008/04 for all executive directors was 78.5%
of basic salary,
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iii. Long-term incentives

In addition to the annual bonus referred to above, the Group
seeks 1o encourage and reward good leng-term performance by
providing incentives finked to the performance of the Company’s
shares, For 2003/04, as in the previous year, the Board has
decided to provide these incentives in the form of options on
ordinary shares and through the newly introduced Co-investment
plan (both as detailed below).

iv. Share options

The Group believes that share ownership by exegutive directors
and senior managers aligns their interests with those of ordinary
sharehoiders. The Board considers that improvements in the
Group’s share price is dependent, inter alia, on the continued
growth of the Group's earnings. For this reason and to marry the
interests of shareholders and employees, it is the policy of the
Group to grant opticns subject to criteria linked to the growth of
earnings per share. Ordinarily, this is finked ¢ achievermnent of
earnings growth at a ievel in excess of RPI over the measurement
period. Where grants in excess of one times earnings are made
then these growth requirements ars increased. Details of exercise
criteria related to options over shares are given on page 30.

Entitlerments under share options lapse on termination of
employment unless termination arises due to exceptional
circumstances, such as redundancy or death.

Following a review of its remuneration practices during the
vear, the Remuneration Committae resclved that all future grants
of share options shall be ¢n the basis of a single performance
test and that where this test is not fulfiled or is only partly
achieved, no retesting in future periods will be allowed. Further, it
was resolved that, for all future grants of options, in the event of a
change in ownershin of the Company, options shall only vast to
the extent that exercise tests have been fulfilled.

Options granted under the Group’s Employee Savings Related
Share Option Scheme are not subject 1o performance conditions
as this is not permitted by the legislation governing such schemes.

v. Co-investment plan

At an EGM held on 16 March 2004 shareholders approval was
obtained for a Co-investment plan te cperate alongside the share
option scheme. This plan is directed at increasing the directors’
share ownership in the Company, whilst remunerating and

incentivising directors. It should further enhance the allgnment of
shareholder and directors interests. Under the plan 50% of the
annual bonus awarded to directors will be invested in the
Cornpany’s shares. The Company will then buy, in the market,

a one for one (net) matching holding. These shares will then be
held over a subsequent three-year qualification period. To qualify
for full cistribution of matching shares the total shareholder

return (TSR) of Workspace Group over the reference period must
exceed that of the company at the bottom of the top quartile of
the FTSE Real Estats index, of which the Company is a constituent
member. To gualify for any matching shares, the TSR performance
must be above that of the company at the bottom of the fourth
decile. In between these two measures there is a scaled award.
The Company beligves that linking awards to above average TSR
aligns the interest of shareholder and employeas. The first awards
under this plan will be made in 2004/05,

vi. Pensions

The Company operates a defined contribution (“money
purchase") pension plan for executive directors. Following the
raview on executive remuneration, pension contributions are
made on salary payments only.

vii. Other benefits

The Company provides Life, Accident and Permanent Health
Cover for all its employees (including directors). Membership of
its health Insurance programme is also made available. Directors
have the choice of the use of a company car or the recsipt of

a cash alternative.

Assuming that the performance criterla for the exercise of options
grantad during the year are satisfied and that the share price at
maturity of these options is 60% (option price £11.325, share
price 31 March 2004 £15.775) above the option price, then the
variable part of total remuneration would be 80% for all directors
{at 30% above the option price: 53%).

Directors’ appointments

The Group's policy is to engage all executive directors on rolling
service contracts requiring twelve-month notice of termination on
either side. Non-executive directors are ordinarily apoointed on
three-year contracts.

The detalls of the service contracts of those who served as directors during the year are:

Coniractug

Contract Unexpired Notice termination

date term period payments”

A J Hales 04.11.2002 18 months 12 months -
A H Cherry 10.086.2003 1 month 6 months -
H Platt 01.12.1993 n/a 12 months ~
M Carragher 01.01.1998 nfa 12 months -
B Cragg 01.06.2003 24 months 6 months -
J P Marples 27.09.1996 n/a 12 months ~
C J Pieroni 10.06.2002 24 montns 8 months -
R M Taylor 22.00.1895 nfa 12 months ~

* Directors’ contracts do not Provide for compensation on termination of contract, other than in the form ot custornary notice provisions.
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Emoluments
Total emoluments {excluding options) of the directors for the year are shown below:
Pension Pension
Total scheme Total scheme
Basic  Performance Other  remuneration  contributions rermungration  contributions
Fees salary borus benefits 2004 2004 2003 2003
£000 £000 £000 £000 £000 £000 £000 £O00
Executive directors
H Platt (Chief Executive) - 250.0 198.7 16.5 465.2 41.3 336.1 52.8
M Carragher (Operations Director) - 175.0 13941 1.4 325.5 28.9 250.9 396
J P Marpies (Property Director) - 175.0 139.1 12.2 326.3 28.9 253.7 396
R M Tavlor (Finance Director) - 175.0 139.1 1.7 325.8 28.9 250.9 39.6
Non-executive directors
(Fees}
A J RHales (Chairman) 75.0 - - - 75.0 - 313 -
B Rhodes - - - - - - 75.0 -
A H Cherry {Deputy Chairman) 25.0 - - - 25.0 ~ 25.0 -
G J Pieroni 250 - - - 25.0 -~ 25.0 -
8 Cragg 208 - - - 20.8 - - -
145.8 7750 616.0 51.8 1,588.6 128.0 1,247.9 1716
Shareholdings
The beneficial interest of the directors and their families in the ordinary shares of the Company are as follows:
Crdinary shareholdings:
31 March 31 March
2004 2003
A J Hales 5,000 5,000
A H Cherry 1,000 1,000
H Platt 77,109 72,849
M Carragher 15,086 33,288
B Cragg 2,000 -
J P Marples 2,231 940
C J Pigroni 336 336
R M Taylor 17,064 13,817
Total 119,826 127,230

None of the directors has a beneficial interest in the shares of any other Group Company or non-beneficial interest in the Company

or any other Group Company.

Options

On 30 June 2003 the Board, on the recommendation of the Remuneration Committee, granted the following options exercisable
at the mid market price on that date of £11.325:

Executive directors No. of options
H Platt 27,300
M Carragher 20,600
J P Marples 20,500
R M Taylor 20,500

88,800
Senior managers 48,400

Total

135,200
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Details of the exercise conditions for these options are given in
the table below.

The above options were granted pursuant 1o the rules of the
Company's 2000 Share Option Scheme which was approved at
the July 2000 EGM and amended at the EGM held in July 2003
(full details of share options, axercise criteria and shargholdings of
directers are given below). The cpiions granted to directors this
vear, equated to shares of a vaiue equivalent (at the time of the
grant) to one times the earnings of the directors. A further 12,571
opticns wers grantad during the vear under the Group’s SAYE
scheme, which all employees are entitled to join following any

probationary period relating to their employment. Following
the grant of these options the Group had 811,480 options over
shares cutstanding, of which 688,530 were designated to be
satisfied by shares held by the Group's ESOT and 122,960
through the issue of new shares, The shares held by the ESOT
represent 4.1% of the issued share capital at 31 March 2004
with options to be satisfied by the grant of new shares
representing 0.7% of the issued capital.

Of the fotal options granted during the year, 124,604
were granted pursuant to an annex o the Scheme which is
“unapproved” for income tax purposes. All options have a
ten year fife expiring on 30 June 2013,

Options granted to directors over crdinary shares in the Company are as follows:

At Granted Cxercised/ At Norimal Normal Exercise
31 March during lapsed 31 March Exercise exarcise exercise terms (see
2003 the year during year 2004 price date from date to  table overleaf)
H Platt 50,000 50,000 £3.40 25.06.2000 24.06.2004 i
21,000 21,0600 £4.51 29.06.2001 28.08.2005 1
4,058 (4,058) - £4.25 - 01.09.2003 6
14,740 14,740 £4,995 (1.04.2002 01.04.2006 1
41,000 41,000 £9.225 09.08.2003 09.08.2010 2
17,500 17,500 £10.915 24.07.2004 24.07.2011 3
41,000 41,000 £11.895 29.07.2005 29.07.2012 4
- 27,300 27,300 £11.325 30.06.2006 30.06.2013 5
- 1,016* 1,018* £9.10 - 01.09.2008 6
M Carragher 21,000 21,000 £4.57  29.06.2001 28.05.2005 1
18,084 18,034 £4.995 01.04.2002 01.04.2006 1
680" 680" £5.40 - 01.09.2006 G
30,000 30,000 £9.225 00082003 09.08.2010 2
13,000 13,000 £10.915 24.07.2004 24.07.2011 3
1,459* 1,459" £9.85 - 25.07.2005 6
31,000 31,000 £11.895 28.07.2005 29.07.2012 4
- 20,600 20,500 £11.325 30.06.2006 30.06.2013 5
J P Marples 12,000 (12,000 - £3.40 23.06.2000 24.06.2004 1
21,000 21,000 £4.51  29.06.2001 28.06.2005 1
17,000 17,000 £4.995 01.04.2002 01.04.2006 1
30,000 30,000 £9.225 (09.08.2003 09.08.2010 2
1,281* {1,291) - £7.50 - 01.09.2003 5]
13,000 13,000 £10.915 24.07.2004 24.07.2011 3
31,000 31,000 £11.895 29072005 29.07.2012 4
- 20,500 20,500 £11.325 30.06.2008 30.06.2013 5
- 1,016" 1,016” 910 - (01.08.2006 G
R M Tavlor 21,000 21,000 £4.51  29.06.2001 28.06.2005 i
3,247 (3,247) - £4.25 - 01.02.2003 5]
17,000 17,000 £4.595 01.04.2002 01.04.2006 1
30,000 30,000 £9.225 09.08.2003 09.08.2010 2
13,000 13,000 £10.915 24072004 24.07.2011 3
364~ 364* £9.85 - 25.07.2005 6
31,000 31,000 £11.885 20.07.2005 28.07.2012 4
- 20,500 20,500 £11.325 30.06.2006 30.06.2013 5
- 1,485" 1,485* £9.10 - 01.09.2010 5
Total 545,373 92,317 (20,596) 617,004

* Options ubtained under the Rules of the Group's Employoes Savings Related Share Option Scheme. All ather options have been granted under the Rules of the Comparty's Executive Share

Option Schemes.
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continued

Details of the basis of the grant and the terms upon which the abaove grants of options were made are:

Basis of grant

Terms for exercise

1. Options granted within ABI guideline of 4x earnings (in total} limit

EPS growth of 8% over RFI for three-year period

2. 2 times total earnings

1 imes earnings at EPS growth of RPI plus 3% p.a. compound
plus 1 times earnings at EPS growth of RPI plus 8% p.a.
compound (pro rata)

3. 1 times total earnings

EPS growth of RPI plus 3% p.a. compound

4, 2 times total earnings

1 times earnings at EPS growth of RPI plus 5% p.a. compound
plus 1 times earnings at EPS growth of RPI plus 12% p.a.
compound (pro rata}

5. 1 times total earnings

EPS growth of RPI plus 5% p.a. compound

6. Per Inland Revenue Rules

SAYE options with no terms for exercise

All options are subject to a single test which is related to
published EPS growth. The Bemuneration Committee considers
this to be the appropriate approach given the Group's key focus
on earnings growth. The hurdie rates are set recognising the
challenges presented in generating above average rates of
growth in a business whose complexity increases with the scale
of its operations.

The prescribed targets have been met in respect of al
options granted in 2000 and earlier years amounting to 331,774
ordinary shares.

J P Marples exercised his options on 12,000 shares on
2 December 2003. The market price of Workspace Group
ordinary shares at the time of exercise was £13.80 giving rise to
a tetal gain of £124,800. H Platt, J P Marples and R M Taylor
exercised options on shares under the Group's Sharesave
Scheme on 2 September 2003, The market price of the shares
at that date was £11.85 giving rise to gains of £31,247, £5,745
and £25,002 respectively.

There have been no changes in these share and option
interests in the pericd between the balance sheet date and
11 June 2004. The middle markat price of Workspace Group
PLC ordinary shares at 31 March 2004 was £15.775 and the
range during the year was £9.54 to £15.775.

Performance graph

The following graph compares the total sharehclder return
performance (TSR) of the Group with benchmark indices.
Given the differing benchmarks used for such performance
measurament your Board has decided to undertake this
comparison against all of the FTSE All Share, FTSE Real Estate
and FTSE Small Cap indices, &l of which the Company is a
constituent member. In addition, it has constructed a comparator
index composed of a basket of companies engaged in similar
activities to the Group. This has been calculated by reference
to the TSR's of Ashtenne, Brixton Estates, Derwent Valley,
MWB and Shaftesbury.

TSR indexed performance
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The directors’ remuneration report has been approved by the
Board of directors and agreed o its behalf by:

Dr € Pieroni
Chairman of Remuneration Committee
11 June 2004
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Report of the directors

The directors present their report and the audited financia!
statements for the year ended 31 March 2004,

Principal activities

The Group is engaged in property investment in the form of
letting small-units of business accommodation located in
LLondon and the South East, intended primarily for new and
small businesses. The Company has 15 active subsidiaries,

12 of which are engaged in the Group's core activities. Details
of the Company's subsidiaries are listed on page 52. LI Property
Services Limited procures insurance on behalf of the Group.
Workspace Management Limited acts as manager for all the
Group’s property investment companies. Workspace Holdings
Limited is an intermediate holding company and borrower under
the Group’s facility with Bradford & Bingley PLC.

Operating and financial review
A review of the Group's operations and financial affairs is set out
on pages 12 t¢ 25 of this Report.

Profit and dividends

The Group profit after tax for the year attributable to sharshoiders
amountad to £10,533,000 {2003: £10,367,000). The directors
recommend the payment of a final dividend of 20.7p (2003:
20.6p) net of tax, making a total of 31.0p net of tax for the year
{(2003: 28.1p) leaving £5,552,000 to be transferrad to reserves
{2003: £5,896,000).

Fixed assets

The Group's fixed assets consist of investment properties,
£626,080,000 (2003; £505,490,000) and other assets
£8,860,000 (2003: £10,100,000). The Group's investment
properties have been independently valued by CB Richard Eliis,
Chartered Surveyors, at 31 March 2004 at open market value.
The surplus on revaluation (£49,699,000) has been carried to the
revaluation reserve.

Directors

Mr A J Hales, Mr A H Cherry, Mr H Platt, Ms M Carragher,

Mr J P Marples, Or C J Pieroni and Mr R M Taylor served the
Company as directors throughout the year. Mr B Cragg joined
as a non-executive director during the year. Following the
year-end Mr J Bywater was appointed as a non-executive
director. Mr Bywater being eligible, offers himself for election at
the Annual General Mesting. M Carragher and R M Taylor retire
by rotation and, being eligible, offer themselves for re-glection at
the Annual General Meeting. Mr A Cherry also retires by rotation
at the Annual General Mesting. Brief biographical details of each
of the directors including those standing for election appear on
pages 22 and 23.
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The Company has a Directors’ and Officers’ liability insurance
policy which indemnifies the directors and officers against breach
of fiduciary duty.

No director had, during the year, any beneficial interest in any
contract significant to the Company’s business.

Directors’ interests
Details of the directors’ shareholdings and options over shares
are provided on pages 28 and 29.

Substantial interests in the share capital of the Company
A1 8 June 2004 the directors had been notified of the following
shareholdings, amounting to 3% or more of the ordinary share
caplital of the Cormpany:

% of
Halder share capital
Friends Provident 8.4%
Clerical Medical 77%
Standard Life 8.4%
Newton Investment Management 6.2%
Scottish Equitable 4.2%
Workspace Group ESQT 41%
CCLA 4.0%
Legal & General 4.0%
Scottish Widows 3.6%
Salomon Brothers 3.5%
Scoftish Life 3.4%
Hermes 3.1%
Donations

The Company has made no political denations. it has made
charitable donations, principally through rental concessions
and sponsorship, totalfing £88,000 (2003: £4,000).

Health and safety

The Group's policy is to provide and maintain safe and healthy
working conditions, equipment and systems of work for all

its employees and te provide such mfermation, training and
supervision as they need for this purpose. The Group accepts
responsibility for the health and safety of other people who may
be affected by its activities.

Whilst all employess of the Group have a responsibility in
relation to health and safety matters, certain staff have been
designated “workplace” responsibilities or other co-ordinating
responsibilities throughout the Group, and ultimately, at Board
level, the Chief Executive has overall responsibility. Reports on
health and safety are made to each Board meeting.
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Employment policies

The Group aims to create a working environment in which every
currant or prospective employee is given equal opportunity in
gelection, development and promotion.

Purchasing policies and payments
The Group tries, wherever passiblg, to procure its own
reguirements from within its own tenant base providing tenants
are competitive on price and quality. The Group's policy is that
unless agreed otherwise at the time of the transaction its own
paymanis to others for gocds and services received are made
on average within a menth of the date of invoice.

The number of days for trade creditors outstanding at 31
March 2004 has not been caiculated for the Company, as it has
no trade creditors.

Guing concern

After making enquiries, the directors have a reasonable
expectation that the Group and the Company have adequate
resources to continue in operational existence for the foreseeable
future. For this reason, they continue to adopt the going concem
basis in preparing the accounts.

Annual General Meeting

The 18th Annual General Meeting of the Company will be held
at Magenta House, 85 Whitechapel Road, London E1 1DU on
Tuesday 27 July 2004, Formal nolice of the meeting is given on
pages 58 and 59.

Special business at the Annual General Meeting

In addition to the ordinary business of the meeting, three
resolutions (numbered 8 to 10) are proposed as special business
and are eoncerned with the following matters:

(a) Directors’ powers to allot securities — renewal of authority
By law, directors are not permitted to allot new shares (or to grant
rights over shares) unless authorised to do so by shareholders. In
adgdition, directors raquire specific authority from shareholders before
allotting new shares {or rights in respect of shares) for cash without
first offering them to existing sharsholders In proportion to their
holdings. Resslutions dealing with the authority of the directors
to aliot shares will be proposed at the Annuai General Mesting.

Resclution 8 gives the directors the necessary autherity for
the period of five years from the date of the passing of such
resolution to allot shares up to an aggregate nominal amount of
£476,619 (being the authorised but unissued share capital of the
Company as at 11 June 2004).

Resolution 8 empowers the directors for the peried of five
years from the date of the passing of such resolution to allot
shares for cash (or transfer equity securities which are from time
to time held by the Company in treasury) otherwise than 1o
existing shareholders on a pro-rata basis up to an aggregate
nominal amount of £83,669, which is equivalent to 5% of the
issued share capital of the Company as at 11 June 2004, [f alsc
anables the directors, in the casa of an issue by way of rights, to
deal with fractional entitlements and o make such exclusions or
cther arrangements as may be appropriate to resolve legal,
regulatory or practical problems which might arise, particularly with
regard to overseas shareholders. It is intended to renew such
authority and power at successive annual general meetings.
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There is no presant intention of issuing any ordinary shares, except
in connection with the Company’s share option schemes. As at
11 June 2004 the Company held no equity securities in treasury.

(b) Company's power to purchase own shares —

renewal of authority

Resolution 10 authorises the Company to make markst
purchases (within the meaning of section 163 of the Companies
Act 1985) on the London Stock Exchange of up to an aggregate
of 1,673,381 ordinary shares (equivalent to 10% of the issued
share capital of the Company} at a minimum price per ordinary
share of 10p and a maximum price of 105% of the average of
the middle market quotations of the ordinary shares as derived
from the London Stock Exchange Daily Official List for the five
business days immediately preceding the day on which that
ordinary share is contracted to be purchased.

This proposal should not be taken as an indication that the
Company wil purchase shares at any particular price or indeed
at all. The directors will only consider making purchases if
they believe that such purchases would result in an increase
in earnings per share and are in the best interests of the
shareholders. Any shares purchased under the authority would
either be cancelled, and the number of shares in issue would be
reduced accordingly, or would be held in treasury.

The authority will expire on 26 July 2005 or, if earlier, at the
conclusion of the Annual General Meeting of the Company
in 2005. It is intended to renew such authority and power at
successive annual general meetings,

By virtueg of the Company {Acquisition of Own Shares}
(Treasury Shares) Regulations 2003 (which came info force on 1
December 2003), certain fistaed companigs which buy back their
own shares are now permitted, subject to certain restrictions, to
hold up to 10% of their issued sharss in treasury rather than
canceling them as previously required. Instead, such
repurchased shares may be held by companies as treasury
shares and later resold for cash, transferred for the purposes of
an employee shars scheme, or cancelled. Whilst any shares are
held in treasury, voting rights are suspended, dividends are not
paid and companies cannot take advantage of statutory pre-
emption rights in respect of the shares {other than in connection
with a bonus Issue of fully paid shares).

The directors would consider holding as freasury shares any
shares which the Company repurchases pursuant to the authority
provided by this resolution. To the extent that any shares
repurchased by the Company are held in treasury, eamings per
share will only be increased on a temporary basis until such time
as the shares are sold or transferred out of treasury. Overall, the
directors believe that the ability of the Company to hold shares in
treasury will provide the Company with greater flexibility in the
management of its share capital.

By Order of the Board

R Mark Taylor -
Company Secretary
11 June 2004
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Corporate governance

The Company is required by the Listing Rules of the Financial
Services Authority to publish a statement of compliance with

the Principles of Governance and Code of Best Practice (‘the
Combined Code’) daveloped by the Hampal Committee following
earlier work by the Cadbury and Greenbury Committees. The
directors believe that the Company has fully complied with the
current (1988) Combined Code during and after the year ended
31 March 2004. During the year the Company undertook an
internal assessment of its compliance with the provisions of the
revised (2003) Combined Code. The results of this assessment
nave been published on our website (see the inside back cover).

Board of directors

The full Board of directors meets on a fixed bi-monthly frequency
with other ad-hoc mestings as necessary. During the year to

31 March 2004 the Board held six meetings and two ad-hoc
mestings. At the meetings just one director missed a single
meeting due to other commitments. All other meetings were
fully attended. The Board retains full and effective control over
the Group’s activities. It has reserved a number of matters for

its exclusive consideration and approval. These include (but

are not restricted to) the establishment and constitution of

Board committees, identification of strategic objectives, approval
of business plans, budgets and financial reports, acquisition of
properties valued £5m or more and significant capital projects,
provision of guarantess and treasury arrangements, stock
issuance and risk management policies. More routing day-to-day
matters are delegated by the Board to an Executive Board
comprising the executive directors.

The Board reviews its performance and modus operandi and
that of its commitiees annually. Included In this review is
consideration of individual directors’ performance fwhich in the
case of the executive directors is undertaken as part of the widar
petformance apprafsal process applied to staff across the entire
Group) anct a review of the performance of the Board as a whole
(including its delegations, risk assessment and management
processes, reporting procedures and effectiveness in monitoring
performance and developing strategy). The Board's reviews of
itself, its cormmittees and its members conducted in the last year
identified no significant weaknesses or deficiencies. Further, it is the
policy of the Board to consider the suitability of the non-executive
directors who are offered for re-efection and review whether their
continued contribution would be of benefit to the Company, There
are no non-exgcutive directors subject to re-election this vear.

The normal Board complement of the Company comprises
four executive directors ~ a Chief Executive, a Finance Director,
an Operations Director {respaonsible for the day-to-day
management of the Group's properties, marketing and product
development) and a Property Director {responsible for
acquisitions, disposals and developments to add value to the
Group's investments) — and four non-exacutive directors who are
independant (Lnder the 1988 Code) of management and free
from any personal business or other relationship with the Group.

Mr Halas, as Chairman, is not regarded as independent under
the terms of the 2003 Combined Code. Mr Cherry, who has been
a non-exacutive director and Deputy Chairman of the Company
for 12 years, is not regarded as independent under the terms of
this Code due o the length of his term of office. He had been
due to retire as a dirsctor in July 2003, but remained as a
director for a further year at the request of the Beoard to assist
continuity in the Board following the retirement of Mr Bhodes in
late 2002. Mr Chetry will retire following the AGM in July 2004.

Mr J Bywater was appointed as a non-executive director on

9 June 2004. In July 2004, Mr Hales will resign his membership
of the Audit and Remuneration Commitiees {but will, by invitation
of the Chairman of the respective commitiees, continue to attend
their meetings) and Mr Bywater will become a member of al
three Board committees. Messrs Bywater, Cragg and Pieroni

are considered to be independent under the terms of the 2003
Combined Code.

The chairmanship of the Company and of its raspective
Board committess is drawn from the non-executive directors.

All Board committees comprise exclusively of non-executive
directors and each commitiee has had two independent
non-executive directors throughout the year. it is the Company’s
policy to have at least one non-executive director who is a
member of a recognised accounting body on the Group’s

Audit Committee.

The Chairman assists the executive directors in defining and
developing the strategic plan for presentation 1o the Board and is
responsible for monitoring the performance of the executive team
in defivering this plan. The Chief Executive is respensible for the
day-to-day management of the business, assisted by his other
executive directors. The Chairman is not involved in an executive
capacity in any of the Group’s obiectives.

The Company has instigated reviews for the developrnent
and succession of senicr management, including its directors. It
is the policy of the Company that each director should have one
or more members of staff whose skills and abilities should
make them suitabls for prograssion over time 1o the Beard,

All directors have written contracts and in the case of
non-executive directors these specify those corporate matters
that are reserved for decision by the full Board together with the
rights of individual directors to seek independent professional
advice and services paid for by the Company. Committeas of
the Board share these rights of access to independent advice
also, Al directors have access to the advice and services of the
Company Secretary, Executive directors have one-year rolling
contracts of employment whilst non-executive directors are
appointed by the full Board for a term not exceeding three years.

Board committees

The Board has appointed Nominations, Remuneration and Audit
Committees, all of which consist exclusively of the non-executive
directors, The Terms of Reference of these committeas ars
available from the Company Secretary or may be accessed
through the Investor Relations area of the Group's website

(see the inside back cover).

The Audiit Committee, chaired by Mr 8 Cragg a Chartered
Accountant, meets with the Finance Director and with the
external auditors. The external auditors attend part of each
Audit Committee meeting without the presence of the Finance
Director for independent discussions. The Audit Committee
reviews the annual accounts and the preliminary financial results
announcement prior to submission to the Board, considering
the compliance with accounting standards and that disclosures
are fair, balanced and appropriate, the scope and extent of the
external audit programme and the appointment and rermuneration
of the auditors. The Audit Committee also considers all papers
presented to the Board on Risk Assessment and internal check
and control. The Chairrman of the Audit Committes reports to
the Board on matters discussed at Audit Committee meetings.
The Group’s auditors report to the Committee annually confirming
independence of &l staff concerned with audit engagement,
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Engagement of the Group's auditors on non-audit activities is
not specifically excluded. However, such work is ardinarily only
awarded following competitive tender and careful analysis by the
Audit Committee of the potentiai for conflict arising as a result of
the appointment. The Board considers that in certain
circumstances, for example where accountants’ reports are
required in the context of a circular to sharsholders, the Group's
auditors may be better qualified to issue such a certificate than
some third party. In the current year the Group's auditors have
been engaged to provide advice on the preparation for
implernentation of International Financial Reporting Standards since
the Audit Committes regarded their familiarity with the Group's
business provided a unigue insight in providing this senvice.

The Nominations and Remuneration Committees, which are
chaired by Mr A J Hales ang Dr C J Pieroni respectively, advise
the Board on senior appointments and executive remuneration
policy and in particular make recommendations regarding the
terms of employment of executive directors and senior managers,
thefr remuneration, and the award of share options and other
incentives. Remuneration issues are dealt with separately at page
26 of these accounts.

Nominations Committee

The Nominations Committee will seek guidance and assistance
in the appointment of directors. In the current year, assistance
was obtained from an executive search agency specialising in
the recruitment of non-executive directors in the appointment of
Mr Bywater. Candidates for Board appointments are shorilisted
and are interviewed by the Nominations Committee and the
Chief Executive. Candidates for final selection meet with other
members of the Board and are introduced to the Group's
business before a selection is made.

During the year two meetings of the Nominations Commiittee,
five meetings of the Remuneration Committee and three
meetings of the Audit Committee were held. In addition to these
farmal meetings directors met alone and with advisers to conduct
the business of these committees as required.

Shareholder contact

Meetings are held with principal shareholders following the
announcement of the Group’s interim and preliminary results.

It is the practice of the Company that, ordinarily, meetings with
shareholders will be atiended by executive directors alone or
accompanied by representatives of the Company's stockbroker.
However, it s the practice also that such contact meetings

shall be followed up by & telephone conversation between

the Chairman or Senior Independent Non-executive Director

(Dr Pieroni) and the shareholder, Further, the Company reguires its
Stockbroker to discuss meetings with shareholders also

and report its findings to the Beoard. The Board believes that

this provides a better form of governance than attendance at
meetings by non-executive directors. Other ad-hoc meetings and
site visits are arranged for shareholders throughcout the year. In
2003 a dinner was held with principal shareholders which the full
Board attended. It is anticipated that this will be an annual event.
This has been found by beth the Board and sharehclders as an
sffective means by which the entire Board may be accessed by
majcr shareholders.

Internal control

The provisions of the Combined Code in respect of internal
controls require that directors review all controls including
operational, compliance and risk management as well as
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financial controls. The directors have performed this review on
a continuing basis througheut the year, This process is monitored
by the Audit Committee. The Board has considered the
requirenants of the Financial Services Authority and implemented
a proegramme for the identification, reporting and management of
risks as advised by the Combined Code. The internal control and
check system is designed to identify and manage risks, rathar
than eliminate them, and as such it can provide only reasonable
and not absolute assurance against material misstatement or loss.
The Company has an established framework of controls
which, inter alia, include:

(a) Financial reporting

There is a comprehensive budgeting system with an annual
business plan approved by the Beard. Operating results and
cash flow are reported monthly and compared with budget.
Forecasts are reviewed regularly throughout the year. The
Company reports to shareholders on a guarterly basis. In
addition to thess the Group opserates a range of operational
reporting systems to monitor its business on a day-te-day basis.

(b) Investment appraisal

The Company has clearly-defined guidefines for capital
expenditure. These include annual budgets, detailed appraisal
and review procedures, levels of authority and due diligence
requirements where investment or develcpment properties are
being acquired. Post-investment appraisals are performed for
major investments.

{c) Risk management

The Board has undertaken a review ¢f the Group's activities with
a view 10 identifying all sources of risk. For all risks recognised,
not addressed by the above financial controls, it has established
a programme of management, monitoring and reporting. An
analysis of the risks identified by the Board and a summary in the
form of responses to frequently asked questions may be found in
the Investor Relations section of the Group's website or from the
Company Secretary at the Group's registered office.

The Board, advised by the Audit Committee, has during the
year considered carefully the Group’s internal contro! and check
procedures during the current year. The group does not have
an Internal audit function, Since the Group invests in investment
properties let on fixed terms, risks associated with its assets and
revenues are not high. The Board consider that the control
systems cperated should reduce the risk of error, fraud or
failure o a sufficiently low level that does neot warrant the cost
of an internal audit function, The Board continues to monitor
the Group's activities to ensure the continued validity of
this judgment.

The Group has established and communicated a mechanism
for whistleblowing. This mechanism was introduced following the
pericd under review in this report and accounts. Staff wishing to
exprass concerns over any matter which they feel unable to
discuss with their line management should raise these with the
Chief Executive, or where the matter concerns an Executive
Director, the Chairman,

R Mark Taylor T
Company Secretary

11 June 2004
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Directors’ responsibilities

The directors are required by the Companies Act 1985 to
confirm, if appropriate, and prepare financial statements on
the going concern basis for each financial year which give a true
and fair view of the state of the affairs of the Company and the
Group as at the end of the financial year and of the profit or loss
for the financial year.

The directors consider that in preparing the financial
statements, the Group has used appropriate accounting
policies, consistently applied and supported by reascnable
and prudent judgments and estimates. All accounting standards
which they consider 1o be applicable have been followed,
subject to any explanations and materlal departures disclosed
in the notes to the financial statements.

The directors have responsibility for ensuring that the
Company and the Group keep accounting records which
disclose with reasonable accuracy the financial position of the
Company and the Group and which enable them to ensure that
the financial statements comply with the Companies Act 1985,

The directors have general responsibility for taking such steps
as are reasonably open to them to safeguard the assets of the
Group and to prevent and detect fraud and other irregularities.

The directors are responsible for the maintenance and
integrity of the Company's website. information published on the
internet s accesshle in many countries with different legal
requirernents. Legislation in the United Kingdom governing the
preparaticn and dissemination of financial statements may differ
from legislation in other jurisdictions.
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Independent auditors’ report

independent auditors’ report to the members of
Workspace Group PLC

Wa have audited the consolidated financial statements which
comprige the consolidated profit and loss account, the
consolidated and Company balance sheets, the consolidated
cash flow statement, the consolidated statermeant of total
recognised gains and losses and the related notes. We have also
audited the disclosures required by Part 3 of Schedule 7A to the
Companies Act 1985 contained in the directors’ remunegration
report (the auditable part’).

Respective responsibilities of directors and auditors

The directars’ 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
staterment 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 reguirements and United
Kingdom Auditing Standards issued by the Auditing Practices
Board, This report, including the opinion, has besn prepared for
and only for the Company’s members as a body in accordance
with Section 235 of the Companies Act 1985 and for no other
purpose. We do not, in giving this opinion, accept or assume
responsibllity 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 prior consent in writing.

We report to you our opinion as t¢ whether the financial
statements give a true and fair view and whether the financial
staternents and the auditable part of the directors' remuneration
report have been properly 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 Company has not kept proper accounting records, if we have
not received all the informaticn and explanations we require for
our aud, or if information 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 repart if we becomea aware
of any apparent misstatements or material inconsistencies with
the financial statements. The other information comprises only
the directors' report, the unaudited part of the directors’
remuneration report, the Chairman’s statement, the operating
and financial reviews and the corporate governance statement.

We review whether the corporate governance statement
reflects the Company's compliance with the seven provisions of
the Combined Code issued in June 1998 specified for our review
by the Listing Rules of the Financial 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 1o 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’ remuneration report. It alse includes an

assessment of the significant estimates and judgments 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 adeguately disclosed.
We planned and performed our audit so as to cbtain all

the information and explanations which we considered

necessary in order te provide us with sufficient evidence to give

reasonable assurance that the financial statements and the

auditable part of the directars’ remuneration report are free

from material misstatement, whether caused by fraud or other

iregularity or error. In forming our opinion we also evaluated the

overall adeguacy of the presentation of information in the

financial statements.

Opinion
In our opinior:

s the financial statements give a true and fair view of the state
of affairs of the Company and the Group at 31 March 2004
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

= thaose 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 Act 1985,

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
1 Embankment Place

London WC2N 8RH %“W J me é/ws S

11 June 2004
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Consolidated profit and loss
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account

Consolidated profit and loss account
Staternent of total recognised gaing and logses

Note of historical cost profits and iosses

2004 2004 2003 2003
Trading Gther 2004 Trading Other 2003
operations items Total operations itams Total
Notes £000 £000 £000 £000 £000 £000
Turnover - continuing operations 1 51,068 - 51,068 44,965 - 44,865
Rent payable and direct costs 1 (14,229) - (14,229) {12,044) - (12,944}
Gross profit 36,839 - 36,839 32,021 - 32,021
Administrative expenses (7,145) - {7,145) (6,554) - (6,554)
Operating profit 29,694 - 29,694 25,467 - 25,467
Surplus on disposat of investment properties 2 - 1,009 1,009 - 2,766 2,766
Interest receivable 3 45 - 45 173 - 173
Interest payable and similar charges 4 (15,628) - (15,628) (13,132) (1.861) (14,5893
Profit on ordinary activities before taxation 5 14,111 1,009 15,120 12,508 85) 13,413
Taxation on profit on ordinary activities 7 (4,284) (303) (4,587) (2812 (234) (3,048)
Profit on ordinary activities after taxation 9,827 708 10,533 9,696 871 10,367
Equity minority interests 25 - - - - - -
Profit for the financial year 9,827 706 10,533 9,696 671 10,367
Dividends 8 (4,881) - (4,981) {4,471) - (4,471)
Retained profit for the year 20 4,848 706 5,552 5,225 671 5,896
Basic earnings per share g 61.3p 4.4p 65.7p 60.1p 4.2p 654.3p
Diluted earnings per share 9 59.7p 4.2p 63.9p 58.8p 4.0p 62.8p
» -
Statement of total recognised gains and losses
for the year ended 31 March 2004
2004 2003
£000 £000
Profit for the financial year 10,633 10,367
Unrealised surplus on ravaluation of investment properties 49,699 19,701
Taxation on valuation surpluses realised on sale of properties (1,215) -
Total recognised gaing relating to the financial year 59,017 30,088
L L] 1)
Note of historical cost profits and losses
for the year ended 31 March 2004
2004 2003
£000 £000
Reported profits on ordinary activities before taxation 15,120 13,413
Reaiisation of property revaluation gains/{losses) of previous years 4,408 15
Taxation on valuation surpluses realised on sale of properties (1,215} -
Historical cost profit on ordinary activities before taxation 18,313 13,428
Historical cost profit for the year retained after taxation and dividends 8,745 5911

The notes on pages 41 to 52 form part of these financial staterments.

Profit and earnings per share on trading operations are stated before profit on property disposals and other non-recurring items,
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Balance sheets

Group Group Company Company
2004 2003 2004 2003
Notes £000 £000 £000 £000
Fixed assets
Tangible assets
investment properties 10 626,060 505,480 18,355 13,535
Other fixed assets ik 3,654 3,866 217 197
Shares In subsidiary undertakings - - 24 24
Invastment in own shares 12 6,206 6,234 6,206 6,234
635,920 515,590 24,802 18,980
Current assets
Debtors 13 6,795 7,386 207,494 194,915
Investments 14 1,150 3,109 - -
Cash at bank and in hand 181 456 - -
8,126 10,951 207,494 194,915
Creditors: amounts falling due within one year 15 (30,942}  (28,835) (96,367) (85,125)
Net current {liabilities)/assets (22,816} (17,884) 111,127 109,780
Total assets less current liabilities 613,104 497,706 135,929 128,780
Creditors: amounts faling due after more than one year
fincluding Convertible Loan Stock) 16/17  (305,756) (245,990) (22,400) (22,400}
Provision for liabilities and charges 18 (5,483} (4,1C7) (1,263) (1,086)
301,865 247 609 112,266 106,294
Capital and reserves
Calied up share capital 19 1,673 1,668 1,673 1,668
Share premium account 20 42,912 42,697 42,912 42,697
Revaluation reserve 20 209,565 164,274 4,336 1,115
Profit and loss account 20 47,715 38,970 63,345 60,814
Shareholders’ funds - equity interests 301,865 247,609 112,266 106,294
Equity minority interests 25 -~ - - -
Capital employed 301,865 247,609 112,266 106,294
Net asset value per share 9 £18.43 £15.10
Diluted net asset value per share 9 £17.72 £14.61

The financial statements were approved by the Board of directors on 11 June 2004.

H Platt
R M Taytor
Directors

The notes on pages 41 to 52 form part of these financial statements.

i
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Cash flow statement

for the year ended 31 March 2004

Notes to 2004 2003
cash flow £000 £000
Net cash inflow from operating activities 1 31,615 29,112
Returns on investments and servicing of finance 2 (15,692) (13,454
Taxation {4,110) {2,372}
Net capital expanditure 2 (70,155)  (75.225)
Equity dividends paid (4,952) {4,227)
Net cash outflow befare use of liquid resources and financing (63,294) (66,166
Management of liquid resources 2 1,959 2,334
Financing 2 59,720 66,715
Net cash {outflow)/inflow 3 {1,615) 2,883
Reconciliation of net cash flow to movement in net debt
{Oecrease)increase in cash (1,615} 2,883
Decrease in liquid resources {1,959) (2,334}
Qutflow from movements in debt financing (59,766) (66,907)
Changes in net debt resulting from cash flows 3 (63,340) (66,358)
Net debt at 1 April 2003 (242,425) (176,067)

Net debt at 31 March 2004 {305,765) (242.425)
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Notes to the cash flow staterment

Notes to the cash flow statement

for the year ended 31 March 2004

1. Reconciliation of operating profit o operating cash flows

2004 2003
£ODO £:000
Operating profit 29,694 25,467
Depreciation charges 585 742
Profit on sale of tangible fixed assets - (3)
Decrease in debters 56 1,339
Increase in creditors 1,280 1,567
31,615 29,112
2. Analysis of cash flow
Notes to 2004 2003
cash flow £000 £000
Returns on investments and servicing of finance
Interest received 45 191
Interest paid (including financing costs) (15,737) (13.645)
Net cash outflow (15,692} (13.,454)
Capital expenditure
Purchase of tangible fixed assets (81,934) (73,192)
Net distribution/{purchase) of own shares 28 (5,219)
Sale of tangible fixed assets 11,751 3,037
Grants recaived - 149
Net cash outflow (70,155) (75,225)
Management of liquid resources
Decrease in short-term deposits 3 1,859 2,334
Net cash inflow 1,959 2,334
Financing
1ssue of ordinary share capital 220 687
Drawdown of bank icans 3 59,500 180,500
Repayment of securitised loan - (114,472)
Net cash inflow 58,720 66,715
3. Analysis of net debt
At 1 April MNon-cash At 31 March
2003 Cash flow iterns 2004
£000 £000 £000 £000
Cash at bank and in hand 458 275 - 181
Bank overdrafts - {1,340 - {1,340)
456 (1,615} - (1,159}
Debt due after one ysar:
11% Convertible Loan Stock (2,.900) - - {2,900)
11.125% First Mortgage Debenture {12,500) - - (12,500)
11.625% First Mortgage Debenture (7,000} - - {7,000)
Bank loans (225,000} (59,500 - (284,500)
Less cost of raising finance 1,410 G4+ (360) 1,144
(245,990)  (59,406) (360) (305,756)
Short-term deposits 3,109 {1,959 - 1,150
Total {242,425}  {62,980) (360} (305,765)

" Ineluded within interest paid.
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Accounting policies

for the year ended 31 March 2004

(a) Basis of consolidation and accounting

Tha Group accounts include the accounts of the Company and
its subsidiary undertakings to 31 March 2004, The accounts have
been prepared under the historical cost convention as modified
oy the revaluation of investment propsrties in accordance with
the Companies Act 1885 and applicable accounting standards

in the UK. Compliance with SSAP 19 ‘Accaunting for Investment
Properties’ raquires departure from the reguirements of the
Companies Act 1885 relating to depredciation and amortisation
and an explanation of the departure is given in note {e) below.

(b) Turnover

Turnover comprises rental income and other sums receivable
from occupiars of investmeant properties {including insurance
charges, senice charges, other recoverable costs, supplies of
utilitias and any premia associated with tenancies) together with
commission, fees and other sundry income.

(c) Rent payahle and direct costs

Rent payable and direct costs comprise ground rent payable
and other property outgoings directly attributable to
investmant properties.

{d) Disposals

Profits are taken on the completion of the sale of investment
properties. Where any aspect of a consideraticn is conditional,
then the profit associated with that conditional ftem is deferred,

(e) Tangible assets

Tangible assets comprise investment properties including
associated plant and equipment, fixed asset freehold property,
office fixtures and fittings, motor vehicles and an investment in
the Group’s shares held by an ESOT trust.

In accordance with SSAP 19, investment properties are
revalued at least annually and the aggregate surplus or deficit
is transferred to revaluation reserve. No provision is made for
depreciation of investment freshold properties or for amortisation
of investrent leasehold properties held on leases having maore
than 20 years unexpired, This departure from the requirements
of the Companias Act 1985, which requires all properties to be
depreciated, is, in the opinion of the directors, necessary for the
financial statements to show a true and fair view in accerdance
with applicable accounting standards.

The depreciation or amortisation (which would, had the
provisions of the Act been followed, have reduced profit for the
year) is only one of the factors reflected in the annual vaiuation
and the amount attributable to this factor cannot reasonably be
separately identified or quantified.

Invastment property acquisitions are not recognised until the
contract is unconditional. The associated purchase costs will be
capitalised.

Properties undergoing development works are included in the
balance shest at valuation after accounting for interest and other
outgaings. For this purpose, the amount of interest capfalised
is calculared by reference to the actual interest rate payable
on borrowings for development purposes o, as regards
developments financed out of general funds, by reference
1o the average rate paid on funding the assets employed
by the Company.

Grants received in respect of improvements to invesiment
nroperties are recognised when received and are taken into
account in determining the surplus or deficit on revaluation.

Other fixed assets are stated at cost less depreciation.

Workspace Group PLC
Arnual Report and Accounts 2004

Accounting policies

{f) Depreciation of tangible fixed assets
Depreciation is provided on tangible fixed assets on a straight line
basis over their useful lives as follows:

Freehold property 2%
Eguiprment and fixtures 25%
Motor vehicles 25%

{g) Taxation
Corporation tax payable is provided on taxable profits at the
current rate.

On disposal of an investment property the element of tax
relating to the profit in the year is charged to the profit and loss
account and the element relating to earlier revaluation surpluses
is included in the statement of total recognised gains and losses.

Deferred tax assets and liabilities arise from timing differences
hetwaen the recognition of gains and losses in the financial
statements and their recognition in a tax computation.

In accordance with FRS 19 deferred tax has been recognised
in respect of all timing differencas which have originated, but not
reversed, by the balance sheet date, except that deferred tax has
not been recognised on any potential capital gain where a
kinding sale commitment is not in place.

FRS 19 reguires inclusion of a provision for &l capital
allowances and industrlal buildings allowances claimed which
could raverse following a future disposal of property.

The Group does not discount deferred tax assets and liabilities.

(h) Pensions

The cost of contributions in respect of defined centribution
schemes and related bensfits is charged to the profit and loss
account as incurred.

(i} Financing
Policies with regard to borrowings, interest rate hedging and the
treatmeant of financial instruments are described in note 17 to
the accounts,

Costs assoclated with the ralsing of finance and hedging of
interest rates are capitalised, amortised over the fife of the facility
or instrument and charged as part of interest costs.

(j) Operating leases
Operating lease rentais are charged to the profit and less account
on a straight line basis over the length of the lease.

(k) Employee share schemes

Incentives in the form of sharas are provided to employees under
share oation schemes. The Company has established an ESOT
to satisfy part of its obligation to provide shares when employees
exercise their options. The Company provides funding to the
£S0T to purchase these shares. Any excess of the purchase
orice of the shares by the ESOT above the exercise price of the
options is charged to the profit and loss accourt over the period
of service in respect of which the options are granted. In respect
of other share option grants, share options, when exercised, are
accounted for as share issuas at the exercise price.

Assets and liabilities of the ESOT are included in the Group
balance sheet. Shares held by the ESOT are accounted for as
fixed asset investments held at cost unless there is deemed to be
a permanent Impairment in value.
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Notes to the financial statements

for the year ended 31 March 2004

1. Segmental analysis

Turnover Costs  Gross profit Turmover Costs  Gross profit

2004 2004 2004 2003 2003 2003

‘ R £000 £000 £000 2000 £000 £00C

Rental income 39,504 {800) 38,704 35,667 (934) 34,733
Service charges and other recoveries 9,059 {13,033} {3,974} 7,410 {11,311} {3.901)
Services, fees, commissions and sundry income 2,505 {396) 2,109 1,888 (699 1,189

51,068 {14,229) 36,839 44 965 {12.944) 32,021

The Group operates a single business which is continuing and occurs wholly in the United Kingdom.

2. Surplus on disposal of investment properties

The profit arising on the sale of properties is calculated by reference to the book value at the cate of sale. Book value comprises
the valuation as at 31 March 2003 plus additions at cost since that date. Proceeds from the sale of investment properties totalled
£10,637,000. Book value of these asssts plus costs of sale totalled £9,628,000 yielding a surplus of £1,009,000.

During the year the Group disposed of its interests in Kingsland Viaduct and Union Walk which were subject to a compulsory
purchase order (CPO). The consideration recelved of £8.25m included £0.78m in respect of compensation for blight (loss of income
due to the CPO) and reinvestment compensation. Of this sum £0.35m has been treated as reinvestrnent compensation and added to
the £7.47m consideration for the land interests (and included in the £10,637,000 referred to above). The remaining £0.43m has been
treated as trading income, being compensation for incomea that might otherwise have been received.

3. Interest receivable
The following amounts were earned during the year:

2004 2003
S _ €000 000
Short-term depasits 30 106
Other 15 67
45 173
4. Interest payable and similar charges
The foliowing amounts were payable during the vear:
2004 2003
. e e - - . £000 2000
11% Convertible Loan Stock 2011 319 361
11.125% First Mortgage Debenture Stock 2007 1,391 1,391
11.625% First Mortgage Debenture Stock 2007 814 814
Mortgage interest on securitised loan not wholly repayable within five years* - 1,884
Bank and other interest on amounts wholly repayable within five years® 14,210 9,241
_____ Finance costs written off - 1 861
16,734 15,552
Interest capitalised on development properties (1,106) (559)

Charged to profit and loss account 15,628 14,993

* includes anvertisation of cost of raising finance £358,700 (2003: £343,100).

5. Profit on ordinary activities before taxation
The profit for the year is stated after charging:

2004 2003
Salaries 5,608 5,058
Soclal security costs 620 530
Other pensions costs 378 413
Depraciation 585 742
Operating lease rentals:
- motor vehicles 114 126
~land and buildings 800 934
Auditors’ remuneration 108 107

Non-audit fees paid to the Group's auditors 24 4
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5. Profit on ordinary activities before taxation continued
Audit fees Included in the Company’s accounts were £7,800 (2003: £7,700). Non-audit fees paid in 2004 comprise fees for the review
of the Group’s quarterly statements of £4,000 (2003; £4,000) and fees in respect of advice over preparation for IFRS of £20,000,

6. Employees and directors
Staff composition on the last day of the financial year was:

2004 2003
e — e . NO' NO

Executive directors 4 4
Head office staff 59 61
Servica charge recoverable staff 90 a0
153 155

The average number of persons employed during the year was 154 (2003 143).

The remuneration of the executive directors is determined by the Remuneration Committee of the Board. A table of the directors’
emoluments Is includad in the report of the Remuneration Committes on page 28.

Details of directors' beneficial interests in the shares of the Company and in options to acquire shares in the Company are given in
the report of the Remuneration Committee on pages 28 and 29.

7. Taxation
2004 2003
£000 £000
Current tax;
UK corporation tax on profit for the year 3,534 3,225
Adijustment in respect of previous periods (323) (921)
Total unent S b o sor1 2304
Deferred tax; '
QOrigination and reversal of timing differences 1,376
Taxation on profit on ordinary activities ' ' ' 4,587

o 7 3

Timing differences are mainly in respect of capital and industrial building allowances and capitalised interest, Cf the total charge for the
year £303,000 (2003: £792,300) related to exceptional items (arising from profits on property sales) as disclosed on the face of the
profit and loss account.

The tax assessed for the period is lower than the standard rate of corporation tax in the UK. The differences are explained below:

2004 2003
e . o £000 £000

Profit on ordinary activities before taxation 15,120 13,413
Profit on ordinary activities at standard rate of corporation tax in the UK of 30% (20083; 30%) 4,536 4,024
Capital allowances in excess of depreciation {746} {485}
Expenses not deductible for tax purposes 26 17
Interest capitalised (332) (178)
Other timing differences 61 {107
Capital gains adjustments 1,215 (46)
Capital gains charged direct to reserves {1,215) ~
Reductions due to application of small companies rate (11} -
Adjustment in respact of previcus periods (323) @21

3,211 2,304
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8. Dividends
2004 2003
Interim dividend of 10.3p (2003 - 7.5p) per Ordinary Share 1,653 1,193
Proposed final dividend of 20.7p (2003 - 20.6p) per Ordinary Share 3,321 3,282
Under/(Over)__quvision in prior year 7 {14)

4,981 4,471

The interim dividend was paid on 2 February 2004 and the proposed final dividend is payable on 2 August 2004 to shareholders
on the register at the close of business on 2 July 2004,

9, Earnings per share and net assets per share
The fellowing table shows a reconciliation of profit used in calculating earnings per share:

Earnings Earnings
Profit Profit per share per shars
2004 2003 2004 2003
§ 000 £000 pence  pence
Profit for the year attributable to shareholders 10,533 10,367 65.7 64,3
Non trading other items (706) @71 (4.4) 4.2y
Profit for the year attributable to shareholders used for calculating
trading earnings per share 9,827 9,696 61.3 60.1
Reconciliation of profit used in calculating diluted earnings per share:
Earnings Earnings
Profit Profit per share per share
2004 2003 2004 2003
. . B £000 £aco _ pence - pence
Profit for the year attributable to sharsholders used for calculating
basic earnings per share 10,533 10,367
Interest saving net of taxation on 11% Convertible Loan Stock _ N 223 223
Profit for the year attributable to sharenclders used in calcuiating
the underlying diluted earnings per share 10,756 10,580 63.9 62.8
Non rading other ftems e - {708) (671) @.2) (4.0
Profit for the year aftributable o sharehclders used in calculating
10,050 9,919 59.7 58.8

the diluted trading earnings per share

The following table shows a reconciliation of the weighted average number of shares used for calculating the basic and diluted
earnings per share:

2004 2003
Used for caloulating basic earmnings par share (excludes 689,666 held in the ESOT) 16,021,462 16,119,277
Dilution due to Share Option Scheme 227,276 188,075
Ditution due to Convertible Loan Stock 580,000 580000

16,828,738 16,857,352

“Used for calculating dilutecT earnings per sharé

Net assets per share have been calculated by dividing net assets of £301,865,000 (2003; £247,609,000) less investment in own
shares of £6,205,600 by 16,044,145 (2003: 15,982,233) being the number of shares in issue at 31 March 2004 less investment

in own shares of 639,566 (2003: 695,842). Non-trading other itams in both years comprise profits on dispasal of investment properties
less (in 2003) previcusly capitalised finance charges written off on refinancing loans.
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9. Earnings per share and net assets per share continued
Diluted net assets per share have been calculated by dividing net assets less investment in own shares (as previously shown) plus
£2,900,000 (2003: £2,800,000; for the conversion of the Convertible Loan Stock by the number of shares as below:

- 2004 2003
Shares in issue at year-end 16,733,811 16678075
L ess ESOT shares (689,666) (695,842
Ditution due o Convertible Loan Stock 580,000 580,000
Dilution due to Share Option Scheme S 227,276 158,07’5_

16,851,421 16,720,308

10a. Investment properties - Group

Mainty Long Short

Freehold freenold leasehold leasehold Total
_ £000 £000 EooO KOO0 £CO0
Balance at 1 April 2003 377,935 71,060 56,495 ~ 505,490
Additions duing the year 58,302 4,841 16,583 ~ 79,726
Disposals during the year (2,313) - (7,184) - (8,497)
Reclassification from other fixed assets 589 53 - ~ 642
Revaluation during the year 34,797 8,921 4978j 7 - 49,699
‘Balance at 31 March 2004 ' 469,310 85,875 70,875 ~ 626,080

The historical cost of investment properties:
Balance at 31 March 2003 249,443 48,605 42,417 7 340472

‘Balance at 31 March 2004 307,040 53,503 55,489 O

7 416,039

The directers are advised that the value of the properties at 31 March 2004 was not less than their book cost {see note 10c).
Properties classified as mainly freghold are those where the majority of the estate is owned fraehold but where an element of the
Group’s interest is held leasehold.
Additions during the year are stated net of grants receivable — £nil (2003: £139,800) and include capitalised interest, gross of tax
element, of £1,106,000 {2003: £559,000).

10b. Investment properties - Company

Mainly Short
freghold leasehold Total
o £000 £000 £000
Balance at 1 April 2003 13,535 - 13,535
Additions during the year 1,565 - 1,665
Reclassification from other fixed assets 17 - 17
Transfer from subsidiary undertaking 17 - 17
Revaluation during the year 3,221 - 3,221
Balance at 31 March 2004 T 18,355 - 18,355
The historical cost of investment properties o
Balance at 31 March 2003 12413 7 12,420
Balance at 31 March 2004 14,012

e - . I 7 14,019

10c. Valuation

The Group's investment preperties were valued by CB Richard Ellis, Chartered Surveyors, at 31 March 2004 on the basis of open
market value and in accordance with the guidance notes issusd by the Roval Institution of Chartered Surveyors. The valuation at that
date amounted to £628,485,000 (2003: £507,6%0,000). This included £400,000C (2003: £300,000) in respect of the Companys’ short
leasehold interest (expiring 11 February 2011) in the Alpha Business Centre, Walthamstow. For accounts purposes, as the unexpired
term of the leasshold interest in Alpha Business Centre is less than 20 years, the valuation of the property has been retained at a
nominal £1. The adjustment frorn the valuation total to the accounts total may be reconciled as follows:
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10c¢. Valuation continued
2004 2003
£000 £000
Total per CBRE valuation report 628,485 507,690
Alpha (400) {300)
Magenta House (fixed asset) (2,025) {1,900)
Total per accounts - 6267,060 5Qf5,490
11a. Other fixed assets - Group
Freahold Motor Equipment
property vehicles and fixtures Total
Cost £000 £000 £000 £000
Balance at 1 April 2003 2,146 20 4,620 6,786
Additions during the year 189 14 812 1,015
Dispesals during the year - ] - @)
Redlassifications B 1 3 - 977) (©64)
Balance at 31 March 2004 - g,348 25 B 4,45_5 - 6,828
Déﬁreciation
Balance at 1 April 2003 33 20 2,867 2,920
Charged during the year 36 1 548 585
Disposals during the year - [9) - @)
Reclassifications .. . . - @22)  (322)
Balance at 31 March 2004 69 12 3,093 _3,174
Net book value 31 March 2004 2,279 13 ] 1,362 3,65__4
Nat bock value 31 March 2003 2,113 - 1 753 ””3,866
The reclassifications are to Investment properties and freehold property.
Included in freehold property is fand at cost of £500,000 (2003: £500,000),
11b. Other fixed assets - Company
Equipment
and fixtures Total
Cost___ £000 £000
Balance at 1 April 2003 846 846
Additicns during the year 129 129
Reclassifications (20) (20)
Balance at 31 March 2004 955 955
Depreciation
Balance at 1 April 2003 549 549
Charged during the year 92 92
Rediassfications ) @
Balance at 31 March 2004 738 738
Net book value 31 March 2004 : 217 217
Net book value 31 March 2003 197

The reclassifications are to investment properties.

12, Investment in own shares

The Company has established an Employee Share Ownership Trust (ESOT) to purchase shares in the market for distripution at a later
date In accordance with the terms of the 1893 and 2000 Executive Share Option Schemes. The shares are held by an independant
trustee and the rights to dividend on the shares have been waived. During the year the Trust transferred 8,176 shares to employees on
exercise of options. At 31 March 2004, the number of shares held by the Trust totalled 689,666 (2003: 6595,842) with a nominal value
of £68,967 (2003: £6%,584) and ths book value of the shares amounted to £6,205,6C0 (2003: £6,233,500). The shares, whilst lagally
not the property of the Company, have been included in fixed asset investments. At 31 March 2004 the market value of the shares
held by the Trust was £10,879,481. 688,530 shares held by the Trust are stbject to option awards.
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13. Debtors
Group Group Company Cormpany
2004 2003 2004 2003
£000 £000 £000 £000
Amounts falling due within one year:
Trade debtors 4,765 6,294 - -
Amounts owed by subsidiary undertakings - - 201,997 193,616
Deposits on investment acquisitions 464 - - -
Taxation and soclal security 4 37 - -
Corperation tax - payment on account - - 5,497 1,298

1,055 - -
7,386 207,494 194,915

Prepayments and accrued income

14, Investments
investments of £1,150,000 (2003 £3,108,000) comprise short-term deposits of £nil (2003: £2,000,000) with an original matwity date
of less than three months and other deposits, being tenants’ security deposits, of £1,150,000 (2C02: £1,109,000).

15. Creditors: amounts falling due within one year

Group Group Company Company

2004 2003 2004 2003

£000 £000 £000 £000

Bank lean and overdraft (secured) 1,340 - - -
Trade creditors 1,902 3,026 - -
Arnounts owed to subsidiary undertakings - - 92,966 81,696
Corporation tax payable 2,242 1,925 - -
Taxation and social security 1,757 1,946 - -
Tenants’ deposits 5,461 5,154 - -
Accruals 9,884 8,231 80 137
Deferred income-rent and service charges 5,035 5,261 - -
Dividends 3,321 3,292 3,321 3,282

30,042 28,835 96,367 85,125

16. Creditors: amounts falling due after more than one year

Group Group Company Company
2004 2003 2004 2003
. - [— £000 EOOO Eooe EOOO
Long-term borrowings consist of:
Unsecured:
119% Converiible Loan Stock 2011 2,800 2,900 2,900 2,800
Secured:
11.125% First Mortgage Debenture Stock 2007 12,500 12,500 12,500 12,500
11.625% First Mortgage Debenture Stock 2007 7,000 7,000 7,000 7,000
Other secured loans 283,356 223,580 - ~
305,756 245,990 22,400 22,400

The secured loans are secured on properties with values totafling £559,755,000. Interest on the Debenture Stocks is payable on
31 March and 30 September each year. Interest on the 11% Convertible Unsecured Loan Stock 2011 is payable on 30 June and
31 December sach year. Other secured loans include & loan of £200m carrying an interest rate of 0.94% over LIBOR and repayable in
July 2007 and a loan totalling £84,800,000 carrying an interest rate margin of 0.95% over LIBOR repayable in March 2007. Workspace
Holdings Ltd holds an interest rata collar on £107.9m which has a cap of 8% and a floor of 4.5% each until 15 July 2009. Workspace
2 Ltd holds an interest rate collar on £50m which has a cap of 7.5% and a floor of 4.55% each untl April 2007.

The 11% Convertible Unsecured Loan Stock 2011 holders have the option to convert in each year on the basis of one ordinary
share for every £5 of stock held.

Lears totaling £2,900,000 (2003: £2,900,000) have a maturity of five years or more (see note 17).
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17. Borrowings and financial instruments
{. Policies

The Group finanges its operaticns through a mixture of retained profits and borrowings. The Group borrows at both fixed and floating
rates of interest and then uses interest rate swaps and caps to generate the desired interest and risk profife. Detalls of the interest rate
caollars held by the Group to manage interest rate exposures are given in note 18, No premiurn payment was made for either of these

colars. However, the £107.9m collar is financed by a 0.22% adjustment to the interest rate margin paid on the borrowings.

The Group's policy is to fix or cap interest rates on at least 50% of its borrowings. At the year-end 7% (2003: 8%) of the Group's

karrowings were fixed with a further 52% (2003: 66%) subject to a collar.

Last year the Board reviewed the Group's policy with regard to maturity of its debt. It was recognised that over recent years its
bank loan facilities, whilst of a longer term, invariably did not run for the full term, It was agreed therefore that on renegotiating these
facilities a shorter five-year term was appropriate. It is anticipated that these facilities will be renewed during this term, increasing the
facility amount and renewing the facility period. At 31 March 2004 the weighted average life of the Group’s bank loan faciities was

3.2 years and 98% of the Group's total debt had a maturity of 1 to 5 years,
The Group has taken advantage of the exemption for disclosure of short-term debtor and creditor balances.

ii. Financial assets
All of the Group's financial assats are denominated in sterling. The interest rate profie at 31 March 2004 was:

2004
Cash at bank and in hand (no interast) 181
Fixed rate short-term deposits -
Floating rate short-term deposits 1,150

iii. Financial liabilities
Ali of the Groups financial liabilities are denominated in sterling. The interest rate profile of the Group's financial liabilities at
31 March 2004 was:

2004
Floating rate financial instruments 285,840
Fixed rate ﬁn__ancial liabilities _ 22,400

308,240

1,33

2003
£000

466
2,000
1,109

3,565

2003

295,000
22.400

247,400

As noted above (note 16) the Group has the benefit of interest rate cottars operating in respect of each of its principal bank loan facilities.

For its fixed rate financial liabilities:

Weighted average interes! rate 11.3%

Weighted average period fixed 3.5 years

Floating rate financial liabilities comprise bank loans that bear interest at rates based upon 1, 3, 6 or 12 month LIBOR.
The average margin ot these barrowings at 31 March 2004 was 0.94%.

iv. Maturity of financial liabilities
A maturity analysis of loans is shown below:

Group Group Cornpany

2004 2003 2004

D . £000 EOOO QUUU

Less than one year 1,340 - -
Betwsen one year and two years - - -
Between two years and three years - - -
Between three years and four vears 304,000 - 19,500
Between four years and five years - 244 500 -
in five years and more 2,900 2,900 2,800
308,240 247,400 22,400

Lc_e_g__g: cost of raising finance (1,144) (1.410) -

307,096 245,990 22,400

Cost of raising finance is being amortised over five years.

Company
2003
£000

18,500
2,900
22,400

22,400
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17. Borrowings and financial instruments continued

v, Borrowing facilities

At 31 March 2004 the Group had uncdrawn borrowing facilities of £16,841,700 (2003: £42,200,000; which conditions precedent had
besn met. Of the total undrawn facllities £1,341,700 (2003; £2,500,000) had a maturity of less than 12 months with the remainder
having a maturity of in excess of two years.

vi. Fair value of financiat assets and liabilities
Book and fair values of financlal assets and liabilities are:

2004 2004 2003 2003
Book value Fair value Book value Fair value
Primary financial instruments
Short-term liabilities (1,340) {1,340) - -
Long-term borrowing (305,756) (312,196) (245990} (251,093}
Financial assets 1,331 1,331 3,665 3,665
Derivative financial instruments
interest rate cap/collar/swaps 206 (2,639) 244 (6,724)

(305,558) (314,844)  (242,181) (254,252}

The fair value of the interest rate cap/collar/swaps have been determined by reference to market prices and discounted expected cash
flows at prevailing interest rates. All other fair values have been calcufated by discounting expected cash flows at prevailing interest
rates. The total fair value adjustment equates 10 57.8p per share (2003: 75.5p) (30.2p {2003: 59.3p) based on diluted share capital).

18. Provision for liabilities and charges

Group Group Company Compary
2004 2003 2004 2003
_ _ £000 £000 £000 £600
Deferred taxation:
Balance at 1 April 2003 4,107 3,365 1,086 1,252
Deferred tax charge/(credit) for the year 1,376 742 177 {166
Balance at 31 March 2004 5,483 4,107 1,263 1,086
The provision for deferred tax comprises:
Accelerated capital allowances 4,763 3.677 985 806
Capitalised interest 777 474 206 296
Crther short-term timing differences (57) {(44) (18) (16)
5,483 4107 1,263 1,086

if the investrment praperties were sold for their revalued amounts, there would be & patential liability to corporation tax of £51,293,000
(2003: £39,886,000). In accordance with FRS 19 no provision has been made for these amounts.

19. Share capital

2004 2003
Number Number

Auihorised:
21,500,000 21,500,000

2004 2003

lssued:

Fully paid ordinary shares of 10p each 1,673,381 1,667,808

During the year 55,736 shares were iasued. 39,266 shares were issued on exercise of options under the Executive Share Option
Scheme and the Employee Share Option Scheme. The issue price and market prices of Workspace Group ordinary shares at the time
of exercise were as follows:
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19. Share capital confinued

Number Issue Market

Exercige date of stiares price price

25.06.2003 12,290 £3.20 Ci1.25

25.06.2003 14,976 £3.25 £11.25

02.12.2003 12,000 £3.40 £13.80

39,266

16,470 shares were issued under the Save As You Earn Share Opticn Scheme. The Company has taken advantage of the
dispensation under UITF17 'Employee Share Schemes' not to apply that abstract to the Group's Inland Revenue approved SAYE
Scheme. The issue price and market price of Warkspace Group ordinary shares at the time of exercise were as follows:

Number lssue Market
Exercisecate e e of shares . price price
02.09.2003 10,305 £4.25 £11.95
02.09.2003 5,808 £7.50 £11.95
03.10.2003 357 £9.85 £12.00
16,470

In addition, a further 6,176 shares were transferred to employees from the ESOT on exercise of options as follows:
Number Issue Market
brecedate of shares . price price
23.08.2003 6,176 £4.51 £11.680

AL 31 March 2004 there were 811,490 (2003: 741,211) share opticns exercisable on the Company's ordinary share capital. Of these,
617,094 were directors’ share options and are disclosed in the Report of the directors. 194,396 options are held by employses who

are not directors and these are analysed below:

At Granted Exercised/ At Exercise MNorma! Normal
31 March curing fapsed during 31 March price exercise date exercise date
) 2003 the yoar the year 2004 o from 1o
Employee Share Option Scheme
1993 Share Option Scheme 12,290 - (12,290 - 3.20 071997  07.12.2003
14,976 - (14,976) - 3.25 07.1987 07.12.2003
6,178 - (6,176) - 4.51 28.06.2001 28.06.2005
8,332 - {1,176) 7.156 4995 01.04.2002 01.04.2006
2000 Share Option Scheme .22,500 - - 22,500 9.225 09.08.2003 09.08.2010
36,500 - - 38,500 10,815 24.07.2004 24.07.2011
47,000 - (9,500) 37,500 11.885 29.07.20056 28.07.2012
- 46,400 - 46400 11.325 30.06.2003 30.06.2013
147,774 46,400 {44,118 150,056
Save as You Earn Scheme 3,545 - - 3,545 3.30 01.09.2004
3,000 - (3,000) - 4.25 01.08.2003
10,875 - (250 10,625 5.40 01.08.2004
816 - - 816 5.40 01.,09.2006
4,517 - 4,617 - 7.50 01.09.2003
2,070 - - 2,070 7.50 01.09.2005
430 - - 490 7.50 01.09.2007
8,757 - 1,222) 5,535 9.50 01.09.2004
4,118 - (355) 3,763 2.60 01.09.2006
541 - - 541 9.50 01.09.2008
6,834 - {1,978) 4.856 9.85 01.09.2005
4,601 - (604) 3,897 9.85 01.08.2007
- 6,110 852) 5,258 9.10 01.09.2008
_____ - 2,94_4 - 2,344 9.10 01.09.2010
48,064 8,054 (12,778} 44,340

The exercige of all options, other than those obtained under the Group's Save As You Earn Scheme, is dependent upan the Group
achieving specified performance targets. The prescribed targets have been met in respect of all options granted in 2000 and earlier
years, amounting to 361,430 ordinary shares,
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20, Other Reserves

Group Group Company Company
2004 2003 2004 2003
£000 ofeoo £000 7000

(a) Share premium account
Balance at 1 April 2003 42,697 42,030 42,697 42,030
Additions 215 667 215 667

Balance at 31 March 2004

m(biwﬁé_v'é'liz o e
Property valuation surplus:

42,912 42,697 42,912 42,697

Balance at T April 2003 164,274 144,588 1,115 355
Disposals during the year {4,408) (15) - (588)
Year-end revaluation adjustment 49,699 18,701 3,221 1,348
Balance at 31 March 2004 209,565 164,274 4,336 1,115
{c) Profit and loss account

Balance at 1 Aprif 2003 38,970 33,050 60,814 52,706
Retained profit for the vear 5,552 5,896 2,531 7,520
Transfer from revaluation reserve 4,408 15 - 588
Taxation on valuation surpluses realisec on sale of properties (1,215) - - -

Balance at 31 March 2004

47,715 38,970 63,345 60,814

Workspace Group PLC has not presented its own profit and loss account as permitted by Section 230(3) of the Companies Act 1885,
The profit attrioutable to the shareholders dealt with in the accounts of the Parent Company was £7,512,000 (2003: £11,991,000).

21. Reconciliation of movements in shareholders’ funds

Group Group Gompany Company

2004 2003 2004 2003

Profit for the financial year 10,533 10,367 7,512 11,891
Dividends (4,981) 4,471} {4,981) {(4.471)
Unrealised surplus on revaluation of properties 49,699 19,701 3,221 1,348
Taxation on valuation surpluses realised on sale of properties 1,215) - - -
issue of shares - 220 687 220 687
Net addition to shareholders' funds 54,256 26,284 5,972 9,655
O_p_gping s_hare{joldg(g____f_u___nds 247,609 221,325 106,294 96,739
Closing sharehold”ers’ funds 301,865 247,609 112,266 106,294

22, Capital commitments
At the year-end the estimated amounts of commitrments for future capital expenditure not provided for were:

2004 2003
Under contract 8,166 8,038

Board authorised but not contracted 15,391 2,813

23. Pension commitments

The Company operates a defined contribution pension scheme. The assets of the scheme are held separately from those of the
Company in an independently administered fund. The pension cost charge for the year which totals £378,000 (2003: £413,000)
represents contributions payable by the Company to the fund.

The Company’s commitment with regard to pension contributions is equivaient to 10% of an employee’s salary provided the
employee contributes a minimum of 5%. For the executive directors and divisional directors the contributions range between 12.5%
and 16.5% by the Company and 5.0% and 7.5% by the employee. The pensicn scheme is open to every employee after three
months' qualifying service.
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24. Subsidiary undertakings
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MNotes to the financial statements

The Company wholly owns the following subsidiary undertakings Incorperated in the UK and registered in England, all of which are

consolidated in the Group accounts:

Narme

Workspace 1 Ltd*
Workspace 2 | td
Workspacs 3 Ltd”
Workspace 4 Ltd"
Workispace 5 Ltd”
Workspace 6 Lid
Workspace 7 Ltd
Workspagce 8 Lid
Workspace 9 Ltd”
Workspace 10 Ltd
Redhill Workspace L td
Workspace Holdings Ltd
London Industrial
{Kingsland Viaduct) Ltd
Li Property Services Ltd
Workspace Management Ltd
Enerjet Limited

Vylan Limited

Nalure of buisiness
Property investment
Property investment
Property investment
Property investment
Property investment
Property investment
Property investment
Property investment
Property investment
Property investment
Property investment
Holding company

Property investment
insurance agents
Property management
Dormant at year-end
Dormant at year-end

Share capital jordinary shares)
2 shares of £1 each
2 shares of £1 each
2 shares of £1 each
2 shares of £1 each
2 shares of £1 each
1 share of £1

1 share of £1

2 shares of £1 each
1 share of £1

1 share of £1

1 share of £1

2 shares of £1 each

1 share of £1

100 shares of £1 each
2 sharss of £1 each

1 share of £1

200 shares of £1 gach

* The share capitat of these subsidianes is held by other Group campanies

Interests in subsidiary undertakings are carried in the Company’s balance sheet at cost less impalrment. Impairment in subsidiaries

is taken to the profit and loss account.

During the year the Group acguired the mincrity interest in Vylan that it did not previously own. A consideration of £93,000 was
paid to the former shareholder and charged to the profit and loss account in the year, This payment comprised settlemsnt of
outstanding sums, compensation for termination of contracts, compensation for assistance in transferring operation arrangemenis for

Vylan business to a new service provider and consideration for the transfer of the shares.

25. Equity minority interests

Provision against losses of subsidiary undertaking

2004 2003
£000 £000
- 74
- (74)

£nif has been appropriated to mincrity interests. In October 2003 tha Company acquired the mincrity interest in Vylan Limited.

26. Financial commitments

Annual commitments under operating leases are as follows:

2004 2003
0 EODD 2000
Motor vehicles:
Leases expiring — within one year 17 21
- hetween twe and five years 47 40
64 61
Land and buiidings: )
Leases expiring — after five years

461 882

27. Post balance sheet events

Following the year-end the sales of Hooley Lane, Redhill and the Union Street sites were completed for considaration of £10.0m and

£1.88m regpectively.

On 7 April 2004 the Group completed the purchase of the Quadrangle, a 26,000 sq ft business centre located in Fulham SW8 for

a consideration of £4.64m.




Ten years of growth 1995-2004

31 March
2004

Hents receivable 39.5
Bervice charges and other income  11.6
Turnover 511
Profit before taxation
{on trading operations) 141
Profit before taxation 15.1
Profit after taxation 10.5
Earnings per share (pence) 65.7p
Earnings per share on
trading operations (pence) 61.3p
Dividends per share (pence) 31.0p
Properties at valuation 626.1
Less net liabilities (18.4)
Less: long-term indebtedness (305.8)
Net assets 301.9
Gearing 101%
Net assets per share £18.43
Key property statistics
Number of estates 101
Lettable floorspace {m sq fi)t 5.32
Number of lettable units {units) 4,547
Average unit size {sq ft) 1,169
Number of units occupied (units) 3,773
Number of units vacant {units) 774
Rent rcll of occupied units £38.09m
Average rent per sq ft* £8.55
Overall occupancy*! 83.82%
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31 March
2003
35.7

9.3
45.0

12.5
13.4
10.4

64.3p

80.1p
28.1p
505.5
{11.9)
(246.0)
247 .6
98%
£15.10

92

5.10
4,164
1,218
3,640
550
£35.91m
£8.21
85.65%

31 March
2002

1.5
12.0
9.0

55.4p

52.8p
25.5p

4147
(14.3)
(179.1)
2013
81%
£13.53

87

4.85
3,728
1,302
3,247
479
£29.56m
£7.20
84.67%

31 March
2001
L
28.5
7.7

36.2

9.5
19.5
133

83.6p

44 1p
23.1p
366.5
(16.5)
{161.5)
188.5

82%

mas

104

574
4,328
1,329
3,883
447
£29.23m
£5.84
87.04%

Ten years of growth - 1985-2004

31 March
2000

" oaa
59

29.3

8.3
3.8
6.5
41.6p

40.2n
21.0p
304.2
6.4
(154.8)
143.0
104%
£9.04

21

5.66
3,503
1,615
3,074
429
£25.75m
£5.21
87.52%

31 March
1995

£m

7.8

2.0

9.8

2.4
24
2.3

20.2p

20.2p
10.0p
a81.7
2.1
(27.9)
517
50%
£3.33

54

203
1,740
1,167
1,333
407
£8.37m
£5.75
80.25%

Five year
Growth
(com_pound)

16.8%

17.6%

16.2%
12.7%
10.0%

9.8%
12.9%

10.3%
27.5%

02.7%

21.9%

Ten year
Growth
{compound)

21.8%
22.2%
31.2%

32.1%
30.2%

18.1%
17.2%

16.0%
28.3%

26.2%

19.1%

* These figures are influenced by acquisitions and disposals.
t Includes floorspace withdsawn for refurbishment
+ Excludes storage space.




Investment properties owned by the Group

at 31 March 2004

London, North and East portfolio

Name of property

Aberdeen Centre, Islington, London N5

Alpha Business Centre, Walthamstow, London E17
Alpine Park, Beckton E6

Archer Street Studios, Archer Street, London W1
Atlas Business Centre, S tapres Corner London Nw2
Befgravra Workshops Islington, London
Bounds Green Industrial Estate, London
Bow Enterprise Park, London E3

Buzzard Creek Industrrai Estate Barkmg Essex IG11

Caxton Court, Mitton Keynes, Bucks MK8
Chocolate Factory, Wood Green, London N22

Cremer Business Centrs, Sh_e__re_grjrph London E2
Darin Court Milton Keynes Bucks MK8
Enterprise Business Oentre Southwark, London SE1

Great Guildford Street, Southwark L.ondon SE1

Greenheath Business Centre, Bethnal Green London E2

Harlow Enterprise Centre Harlow Essex CM20

Hatton Square Business Centre, Clerkermwell,
London EC1

Highway Business Park, Wapping, London E1
Hoiywel Centre, London E02
vorles, lslrngton London N1

The Leathermarket, Bermondsey, London SE1
Lercy House, Islington, London N1

‘Magenta House, Whntechapel London E1

Mare Street Studios, Bethnal Green, London E8
N17 Studios, Tottenham London N17

L]
*a

L ]
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Lettable

area sq ft )

65,550
22_,168

15 560
154,431
133,821
147,516

59485

45,000

43,964

118,556

41,364
29 983

68,765

93,351
55,942
51,851
43,495

20,008
20,658

24,802
121,272

127,535

No. of

units

140
53

31
116
53
54
31

18

32
56
43

27
31

84
28
54

Investment properties owned by the Group

Descriptich Tenure
Business Centre Freehold
Business Centre Short leasehold
War_ehoese Freehold
Business Centre Freehald
Offices and Industrial Estate Freehaold
Business Centre Freehold
Industrial Estate Freehold
Single Storey Light Industrial Estate  Freehold
Sin'rgnle Storay Light Industrial Estate ' Long

leasehold
Single Storey Light Industrial Estate  Freeheld

Business Centre

Business Centre
Business Centre
Busrness Centre
Business Centre
Business Centre

Single Storey Light Industrial Estate

Business Centre

' S"i'ngle Storey____lz'rg_ht Industrial Estate

Business Centre
Busrness Cemre

Busrness Centre

Business Centre
Offices

Business Centre
Business Centre_

Part freehold
Part leasehold

Freehold
Long leasehold
Freehold
Freehold
Mainly freehold
Freehold
Freehold

Freshold
Freehold
Freehold
Freshold
Freehold
Freehold
Mainly freehold
Maihiy freehold
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London, North and East portfolio continued

Lettable Mo, of

Name of property e o areasqft units Desaription Tenure
Park Avenue Estate, Luton, Beds LU3 e 204,041 37 Incdlustrial Estate Freehold
Parma House, London N22 36,129 & Business Centre Freehold
Parmiter Inclustrial Estate, Bethnal Green, London E2 e 34,571 31 Single Storey Light Industrial Estate  Freehold
5 Payne Road, Tower Hamlets, London E3 3,307 1 Warehouse Freehold
Payne Road S "tudios, Tower Hamleté, london E3 20,045 . 23 Business Centre Freehold
Poplar Business Park, Lendon E14 *a 74,743 62 B1 Industrial & Warshousing Estate Long

leasehold
Redbridge Enterprise Centre, Iiford, Essex 1G1 20,064 20 Single Storey Light Industrial Estate  Freghold
Saffron Court, Basiidon, Essex S815 . 56,386 41 Single Storey Light Industrial Estate  Freehold
Seax Centre, Basidon, Essex 8815 . e 128298 290  Light Industrial Cstate Freshold

‘Seedbed Centrz, Romford, Essex - 7 31,620 40 Business Centre Freghold
Stevenage Fntemprise Park, Stevenags, Herts SG1 27,615 30 Single Storey Light Industrial Estate  Freehoid
Stratford Offic__:g Village, Stratford, LQ . 51,986 22 Offices Freehold
Surrey House, Southwark, London 16,869 1 Offices Freehcid
Tower Bridge Business Complex, Bermondsey, a 426638 191 Business Cenire Mainly freehcld
London SE16
Tower Bndge """ Block F, Bermondsey, LondonSE16 e 141,881 1 Warehouse Freehold
Clapham, London SwW4 e 57,832 15 Business Centre Freehold
. Sout'hv'vark, London SE1 0 0 Land for development Freehold
Waterside House, islington, London N1 7.735 5 Offices Freehold
Wharf Road Trad'i'ﬁ'é'Eététe, Islington, London N1 36,347 20 Business Centre Freehold
Whitechape! Business Centre, Whitechapel, London E1 e 35,872 38 Business Centre Freehold
57/59 Whitechapel Read, London E1 3379 4 Office/retail Freehold
Total 2,960,963 2,067

A denotes those properties thal were acquired during the year.

® denotes those properties held on 889 year lease with option to purchase freehald.
& denotes properties with a value of between £5m and £10m at 31 March 2004

+ denotes properies with & valug of between £10m and £20m at 31 March 2004.
W Jdenotgs properiies with a value in excess of £20m at 31 March 2004.




London, South and West portfolio

Nemeofpropety
ACTOI’) Businass Centre, London NW10 .
Aladdin Workspace, Greenford Mididlesex UBG .

A\scot Road Industnal Estate, Bermondsey, London SE1

Artesian Close 1ndustr|al Estate, Brent London NW10
Barley Mow Centre, Chiswic , , London W4 .
Barratt Way Industrial Estate, Harrow, Middlesex HAS
Boundary Business Centre, Woking, Surrey GU2Z1
Brookway Trading Est“ate, Newbury, Berks RG14

Canalot St , Ladbroke Grove, London W10 .
Caﬂterburyindustrlal Estate, Lewisham, London SE15
Charles House, Southall, Middlesex UB2 .
Clerkenwell Workshops, Clerkenwet, London EC1 .
Clyde House Maidenhead, Berks SLB o

Ellersiie Square Industrial Estate, London SW2 a
Europa Building, Acton, London NW10

Faircharm Trading Estate, Greenwich, London SE8 e
Farnborough Businass Centre, Farnborough,

Hants GU14

Glenville Mews Industrial Estate Kimber Road, ox

London SW18

Grand Union Centre, North Kensington, London W10 e

‘Hamilton Road Industrial Estate, West Norwood, A
London SEQ? ...........
Hardess Straet Industrial Estate, Camberwell, &

London SE24

Helix Business F’arkm 'éémber!ey Surray, GU1S _

Hooley Lane Goods Yard, Redhill, Surrey RH1 .
Kingsmill Business Park ngston Surrey KTt .

Ladbroke Hail, North Kensington, Londen W10

Limton Houss, London SET " ea
Long Island House, Acton, London W3
Mahatma Gandhi Industrial Estate, London SE24 i

Maple Industrial Estate Feltham, Middlesex TW13

Michagl Manley _\nd_us.tr[al Estate, London SW8 A
Microcentre, Reading, Berks RG2

National Works, HSUnslow, Middlesex e

Pail Mall Deposit, North Kensmgton London W10 =

Parkhall Road Trading Estate, West Dulwich,
London SE21

Pensbury Industrial Estate, Wandsworth, London SW8
Progress Way Business Park, Croydon CRO
Quality Court, off Chancery Lang, London WC2 .

»
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Leftable

areasqft

50,362
46,032
6,370

22 746

75,008

49,265
45,240
17,339

No. of
units

96

61

21
17
228
10
25
10

18,772
75,650

47 969
130,156
16,980
26,808
106,607
24,268

44,967

20 018

293,141
42 450

15,202
35,043
29,968
18,750
18,210

5,800
12,659

49,244

49,767
128,756
19,971

31,002
17,972

103

13
81
156

8

26

79

o

32

36

12

20
18
22

41

17

g

40
103
o4

21
19
36

Investment properties owned by the Group

continued
Description o Tenure
Business Centre Fraehold
Business Centre Freehold
Single Storey Light Industrial Estate  Freghold
Business Centre Freehcld
Single Storey LigH{ Industrial Estate  Freehold
Business Centre Freehold
Single Storey Light Industrial Estate  Freehold
Light Industrial and B1 Office Space ' Freehold
Single Storey Light Industrial Estate Long
leasehold
' Business Centre Freehold
Single Storey Light Industrial Estate Freehold
Business Centre Freehold
Business Centre Freehold
Business Centre Long leasehold
Single Storey Light Industrial Estate Freehold
Business Centre Freehold
Business Centre Freehold
Light Industrial and B1 Office Space  Freshold
Single Stoféil'i_ight Industrial Estate Long
leasehold
Business Centre Freehold
Single Stofé\j Light Industrial Estate  Freehold
Single Storey Light Industrial Estate  Freehold

Light Industrial Estate Long leasehold

Land for development Freehold
Light Industrial and 81 Office Space Long

leasehold
Business Centre Freehold
Business Centre Freshold
Business Centre Freshold
Single Storey Light Industrial Estate  Freehold
'éi'r"ig'[e Storey Light Industrial Estate Long

leagshold

B1 Industrial and Warshousing Estate Freehold

Single Storey Light industrial Estate Long
leasehold

Single and Two Sterey Light

Industrial Estate Freehold

Business Centre Freehold

Industrial Estate Freehold

Sing[e Stérey Light Industrial Estate  Freehold

B1 Industrial and Warehousing Estate Freehold
Offices Freshold
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London, South and West portfolio continued

Name of property

Rainbow Industrial Estate, Raynes Park, London SWZ20 o

Redkin Close Trading Estate, Horsham,

West Sussex RH13

Riverside Business Centre, Earlsf eld, London SW18
Rudolf Place, Londen SW8

Shaftesbury Cenitre, North Kensington, London W10

Thurston Road Industrial Estate, Lewisham,
London 8E13

Wandsworth Busmess V|llage London SWi8

Wastminster Business Square, Vauxhall, London SE11
. 67,283

Westwood Busmess Centre Ag__’gg_p_ London NW10
Windmill Place Business Centre Hanwall UB2
“Zennor Road Industrial Estate, London SW12

Totgl

3 Mills

Name of property

Sugar House Lane Yard, 20 & 107 Hagh Siree’r
‘London E18

Three Mills Estate, Stratford, Londion E3

Total
Grand total

A denctes these propertiss that were acquired during the year

% denotes those properties beld on 399 year lsase with optian t6 purchase freehold.

& denotes properties with a value of betwsen E5m and £10m at 31 March 2004
® denotes properties with 8 value of between ©10m and £20m at 31 March 2004.
W denoles properies with a value in cxcess of £20m ar 3t March 2004,
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Lettable
area sq ft

165,186

x 36,741

80,879
i 14,780

12,558
. 46,569

. 86412
8,052
+ 55048

63,789

*

- 25770
sa 64,698

L gttable
area sq ft

20415
46,564

o 350837

426,816
5,772,702

No. of
units

19
12

140
19
29
19

215

97

No. of
units

19
17

152

188
4,521

”ml'hdustrial Estate/

_ Description Tenure
Single Storey industrial and Freshold
Open Storage Land
Sih'é"ie Storey'ml'_ight Industrial Estate Long

leasehold
Busingss Centre Freehold
nght industrial and B1 Office Space  Freehold
Business Centre Freehoid
Single Storey Light Industrial Estate  Freehold
Business Centre Freehold
Single Storey Light Industrial Estate Freehold
Business Centre Long

Leasehold
Business Centre Freehold
Business Cenlre Freehold
Business Centre Freshold
Smgle Sterey Light Industrial Estate Freehold
Description Tenure
Business Centre Freehold
Offices and 'Warehous.ing Freehold

Part freehold, part

Fiim Studios long leasehold
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Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the Eighteenth Annual General
Meeting of Workspace Group PLC will be held at the Company's
head office at Magenta House, 85 Whitechapel Road, London
E1 10U on Tuasday 27 July 2004 at 11.30am for the following

9. To consider and, if thought fit, to pass the following resclution
as a special resolution, namely:

THAT:

{a) the Directors be and they are hereby empowered, pursuant

pUrposes: o section 92 of the Companies Act 1985 (the 'Act’);
(i) subject to the passing of the resolution numbered 8 set
As ordinary business: out in the notice of this meeting, to aliot equity securities

pursuant to the authority given in accordance with section

1. To receive and adopt the Company's accounts for the 80 of the Act by the said resolution number 8; and
financial vear ended 31 March 2004 and the reports of the (iiy to transfer equity securities which are held by the Company
Directors and the Auditors thereon. in treasury;

2. To declare a final dividend on the ordinary shares of as if section 83{1) of the Act did nat apply to any such
£3,321,207 (20.7p per share} in respect of the year endad allotment or fransfer, provided that this power shall be limited
31 March 2004, payable on 2 August 2004 to shareholders to the allotment or transfer of eguity securities:
on the register on 2 July 2004. (A) in connection with cr the subject of an offer or invitation,

3. To elect as a Director J Bywater who has been appointed as cpen for acceptance for a period fixed by the Directors,

a Director since the last Annual General Meeting. to holders of ordinary shares in the Company, to helders

4. To re-elect as a Director M Carragher who retires by rotation of 11% Convertible Unsecured Loan Stock 2011 of the
and, being eligible, offers herself for re-election. Company and tc holders of such other equity securities

8. To re-elect as a Director R M Taylor whic retires by rotation of the Company as the Directors may determine in
and, being eligible, offers himself {or re-election. proportion (as nearly as may be) 1o their respective

6. To consider, and if thought fit, approve the Report on holdings on a record date fixed by the Directors or
Directors' remuneration contained within the Repert and {where applicable) in accordance with the rights for the
Accounts for the year ended 31 March 2004, time being attached to such stock or equity securities

7. To re-appoint PricewaterhouseCocpers LLP as Auditors of the (including equity securities which, in connection with
Campany for the ensuing year and to authorise the Directors such offer or invitation, are the subject of such exclusions
to fix their remuneration. or other arrangements as the Directors may deem

necessary or expedient to deal with fractional entitlements

As special business: or with legal or practical problems under the laws of, or

8. To consider and, if thought fit, to pass the following resolution the requirements of any regulatery body or any stock
as an ordinary resolution, namely; exchange in any territory or otherwise howsoever);

THAT: (B} in connection with the terms of any share option schemea

(a) the Directors be and they are harsby generally and for the time being operated by the Company (and any
uncenditicnally authorised, in accordance with section 80 of shares acquired or held by the Company in treasury may
the Companies Act 1985 (the 'Act’), t0 exercise all the powers be transferred in satisfaction of the exercise of options
of the Company to allot relevant securities, up to an under any such schemey; and
aggregate nominal amount of £476,618 during the period (C) otherwise than pursuant 10 sub-paragraphs {A) or (B)
commencing on the date of the passing of this resolution above, up 1o an aggregate nominal amount of £83,669,
and expiring on 26 July 2009 [both dates inclusive), but so and shall expire on 26 July 2009, except that the Company
that this authority shall allow the Company to make cffers or may before such expiry make offers or agreements which
agreements before the expiry of this authority which would would ar might require equity securities to be allotied after
or might reguire relevant securities to be alictted after such such expiry and notwithstanding such expiry the Directors
expiry and notwithstanding such expiry the Directors may allot may allot equity securities in pursuance of such offers or
relevant securities in pursuance of such offers or agreements; agreements;

b) all authorities previously conferrad under section 80 of the Act  {b) all powers previously conferred under section 95 of the Act be
be and they are hereby revoked, provided that such revocation and they are hereby revoked, provided that such revocation
shall not have retrospective effect; and shalf not have retrospective effect; and

(¢} words and expressions defined in or for the purposes of Part {c) words and expressions defined in or for the purposes of Part

IV of the Act shall bear the same meanings in this resolution.

IV of the Act shall bear the same meanings in this resolution.
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10. To consider and, if thought fit, to pass the following
rasolution as a special resolution, namely:

THAT the Company be and is hereby generally and

unconditionally authotised in accordance with section 166 of

the Companies Act 1985 (the *Act’) to make markst purchases

fwithin the meaning of section 163(3) of the Act) of ordinary

shares of 10p each in the capital of the Company ('Qrdinary

Shares’j on such terms and in such mannar as the Directors

may from time to tims determine, provided that:

(8 the maximum number of Ordinary Shares hereby autherised
10 be acquired is 1,673,381,

(b) the minimum price which may be paid for an Ordinary Share

is 10p;

the maximum price which may be paid for an Ordinary Share

is an amount equal to 105% of the average of the middle

market guotations for an Ordinary Share (2s detived from the

London Stock Exchange Dally Official List) for the five

businass days immediately preceding the day on which that

Ordinary Share is contracted to be purchassd;

the minimum and maximum prices per Ordinary Share

refarrad to in sub-paragraphs (D) and (] of this resolution

are in each case exclusive of any expenses payable by

the Company;

the authority conferred by this resolution shall expire on

26 July 2005, or at the conclusion of the Annual General

Meeting of the Company to be held in 2005, if earlier, unless

such authority is varied, revoked or renewed prior to such

time by the Company in general meeting by special

resolution; and

(fy the Company may enter into a contract to purchase Ordinary
Shares under tha authority conferred by this resolution prior
to the expiry of such authority which will or may be
completed wholly or partly after expiry of such authority and
may make a purchase of Ordinary Shares in pursuance of any
such contract.

{c

=

ko)

By Order of the Board

R Mark Taylor
Company Secretary
11 June 2004

Registered Office
Magenta House

85 Whitechape! Road
London E1 1DU
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1.
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Pursuant 10 Regulation 41 of the Uncertificaled Sscurities Regulations 2001, only those
shareholders in the register of members of the Company 48 hours befare the tma for witich
the meeting is called shall be enfitled to attend and vate or o be represented at the meeting
in respact of the shares registered in their name at that time. Changes to entries on the
register of members after 48 hours before the time for which the meeling is called shall be
disregarded in detennining the rights of any person o attend and vote at the meeting

If the meeting is adjourned to a time nat more than 48 hours after the fime fixed for the
original meeding, the above specified time will also apply for the purpose of determining the
entilement of members 1o allend and vote fand for the pupose of determining the number
of votes they may cast) at the adjourncd meeting, If, however, the meeting is adjourned for
alonger pericd then, 10 he so entilled, members must be entered on the Company’s register
of members & 11.00am on the day which is two days before the time fixed for the
adjourned meeting or, # the Comparny gives notice of the adipurned maecting. ot any time
specified in that notice.

A member of the Company entitled 1o attend and vote at the above meeting may appeint
ong or more proxics 10 attend and, on a pall, vote in his or her place. A proxy need not be a
member of the Company.

To be valid, a form of proxy for use at the meeting and the power of attorney or other
authorty {f any} under which t is signed, or & copy of such authority certified notarially, Aicest
e sigried and iodged with the Company’s registrars, Computershare Sgrvices PLG, PG Box
82, The Pavilions. Bridgwater Road, Bristol BS98 7NH not less than 48 hours before the
time appointed for the meeting or an adjourncd mieeting.

A form of proxy is provided with this notice. Completion and return of such proxy will not
preclude a member from attending and voting in persen

The Directors' service contracts and the register of Directors' interests in shares and the
rules af the long-tenm banus incentive scheme are avallable for inspection at the Company's
registered office and wil be availabie jor inspeclion at the place of he meeting from 15
minutes prior to the commencerment of the meeting untiling cenclusion thereof




{/":‘i’—x Workspace Group PLC

Directors, officers and advisers

i
b Annuat Report and Accounts 2004

Directors, officers and advisers

Directors
Antony J Hales, BSc
{Chairman)*!

Alan H Cherry, CBE, DL FRICS
Hon MRTPI
(Deputy Chairman)*

Harry Platt, MA, MRTP
{Chief Executive)

Johr Bywater, FRICS™

Madeleine Carragher, FRICS
{Operations Director)

Bernard Cragg, BSc, ACA*!

J Patrick Marples, MRICS
{Property Director)

Christopher J Pieroni, BA MSc PhD*?

R Mark Taylor, BSc, FCA
(Finance Director)

* Non-executive
T Member of Remuneration, Nominations and Audit Commitiees

Company Secretary
R Mark Taylor, BSc, FCA

Registered office and headquarters
Magenta House

85 Whitechapel Road

London E1 1DU

Tel: 020 7247 7614

Fax; 020 7247 0157

Emall: info@workspacegroup.co.uk
Website: www.workspacegroup.co.uk

Registered number
2041612

Auditors
PricewaterhouseCoopers LLP
1 Embankment Place

London WC2N 6RH

Solicitors

Norton Rese
Kempson House
Camomile Sireet
London EC3A 7AN

Bankers

The Royal Bank of Scotland

Corporate Banking London Property Group
3rd Floor, Waterhouse Square

138-142 Holborn

London EC1N 2TH

Financia! advisers and stockbrokers
Panmure Gordon
50 Stratton Street
London W1J 8LL

Financial advisers
N M Rothschild
New Court

St Swithin's Lang
London EC4P 4DU

Registrars

Computershare Services PLC
PG Box 82

The Pavilions

Bridgwater Road

Bristol BS89 7NH




For additional information

Workspace publishes, both on its website and in hard copy, a wide range of material to assist customers, investors and other
interested parties. These are the principal documents. Should you need assistance in accessing any of this material then contact the

Company Secretary at the Company’s registered office (details on page 60).
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Operating review
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