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Capital & Regional
Annual Report and Accounts for the year ended 30 December 2011

Our business

Capttal & Regional 1s a specialist property company focusing on retail investments
1 the UK and Germany The Group uses in-house asset and property management
teams to maximise the returns from the properties for investors and tenants We
ensure that our property assets adapt to the ever changing behaviour of retailers
and shoppers as they embrace technological advances, in particular the internet
and related mobile technologies

The Group has two investments in well established UK retail funds, a jomnt venture
with a German retatl property portfolio, and a number of interests in leisure and
trade park properties

Our business model

We operate an asset business that invests in retail assets in the UK and Germany
and leisure assets in the UK

We operate an earmings business that generates fees from the asset and property
management platforms for the UK and German property investments and profits
from an indoor skung business

Pictured below
The Mall Cambertay Front cover picture
The Mall Blackburn
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The relevance of our property assets

“A key element of our portfolio strategy is to ensure
that our property assets are aligned with the constantly
evolving demands of our tenants and shoppers,
developments in technology and consumer behaviour.”

A key etemment of our portfolio strategy s ta ensure that our
property assets are ahgned with the constantly evolving
demands of our tenants and shoppers develepmentsin
technology and consumer behaviour

Shopping hatits are changing wath a continuing trend towards
online shopping  click and collect, social media and mobile
marketing Successful retailers now operate through genuine
multi-channel fermats which enhance the physical shepping
expenence with the use of mobile technologies

Dunng the year we engaged a leading brand consultancy
(The Engine Group) together with prominent retail business
consultants (FSP) to review what retailers and shoppers

are looking for in shopping centres The conclusions of this
review confirmed that shopping centres continue to be a key
social and leisure expenience for shoppers However shopper
expectations of the level of service convenience range and
quality of facihities together with a real appreciation of value
and local community are htgh Only thase shopping centres
which can consistently delver these different elements will
continue to be successful

In December 2011, the Portas review into the future of our
hgh streets was published which provided further context
Recommendations from this review focused on getting town
centres running like businesses encouraging affordable town
centre car parlang and gving local commumties a greater say
1in planning whiist encouraging innovative community uses

of empty high street spaces The recommendations are n
essence how our in-town community shopping centre portfolio
operates

Our shopping centre and retail park properties demonstrate
the key charactenstics to remarn relevant in the current
envirgnment Our shopmng centres are all specifically founded
on a strong community involvement affordable rents and
continued investment to enhance the shopping expernence
This 1s dermonstrated by the sustained high footfall and
occupancy levels we have 1n The Mall and The Junction

We continually adapt to meet changing retailer and consumer
needs and have

Developed the retarler and consumer branding for The Mall
shopping centres and The Junction retail parks through
individual websites and for The Mall loyalty based
marketing and promotions

+ Enhanced our marketing and social media feedback
through the development of mobile enabled websites social
networking and The Mall smart phone apps

+ Invested in shopper facilities to enhance the shopping and
lewsure expenience including the development of free cloud
WIF1 across the shopping centre portfohio improvements to
the service levels, staff traming and securnity

+ The Mall digital media and Mall TV and

Retailer affihate marketing hosted on themall co uk

The non-executive directors bring a depth of expenence of

the internet retailer and consumer markets to the board This
ensures our strategy 1s responsive to the changing retailer and
consurmer demands that impact on our property assets
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Highlights

Financial

* Growth n net assets per share to £0 56 up 12% from the 2010 year end and EPRA net assets per
share to £0 63, up 11% from 2010 year end

* Robust recurring pre-tax profit of £16 4 mulhon up 10% from 2010
* Group share of cash distributions from funds and joint ventures of £15 7 million

* Group net debt falling to 24% compared to 29% at 2010 year end and see-through debt falling to 64%
compared to 66% at 2010 year end

* Sale of six properties in The Mall and The Junction for £370 0 million, at or above valuation

* Acquisitions of The Waterside Shopping Centre in Lincoln and Schwabisch Hall n Germany and
recychng cash distnibutions to increase the Group's investment in The Mall Fund

NAV per share EPRA NAV per share NAV growth

56 pence 63 pence +12%

Group net debt See-through net debt Recurring pre-tax profit

24% 64% +10%

Operational

* Strong asset management delivening 101 new lettings and 57 lease renewals at or above ERV across
the UK funds

* Successful rent reviews for 156 umits for an uphft to previous rent of 4 7% across the UK funds
* Strengthemng UK fund occupancy of 96 8%, up 0 6% from the 2010 year end

* Uphft in The Mall footfall of 3 2% and outperformance of the national index by 3 7%

* Positive geared returns from the UK funds of 11 5% and Germany of 18 0%

* Growth in passing rents for both the UK funds and Germany of 1 0%

* All three UK funds outperforrming the IPD index

+ Continutng improvement 10 reducing our environmental impact with a 9% reduction in The Mall
enerqy consumption and 7% reduction in carbon output across the Group

* Positive momentum n delivening the asset management and development pipeline

UK fund occupancy Germany occupancy Mall footfall UK passing rent

96.8% 95.1% +3.2% +1.0%

UK fund geared retumn Germany geared retum Mall energy reduction Germany passing rent

+11.5% +18.0% -9.0% +1.0%
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Understanding our business

UK Retail

Shopping centres: The Mall

The Mall Fund 15 the specialist UK community
shapping centre brand, owning mne properties
with a total lettable space of aver 4 6 million
square feet and home to over 1 000 retal unus
[ts key statistics are

At At

30 December 30 December

2011 2010

Number of properties 9 12
Property value at independent

valuation £971m £1128m

Passing rent (like for like) £78m £77m

Inttial yield 702% 698%

Property level return 6 2% 18 9%

Occupancy {like for hke) 97 2% 96 5%

Loan to value ratio 69% 73%

Net debt to value ratio 56% 60%

C&R share 18 16%* 16 72%

* Increased to 20 15% after year end

The key charactenistics of the shopping centres are

- Town centre locations

- Domunant in the local community

- Affordable rents

+ Mimimum of 250 000 sq ft lettable area

+ Mass market or value retail

+ Ownership of car parkang and good public transport facilities

Key events during 2011
Sale of three properties in Bristol Barnsley and
mMiddlesbrough for £158 rmillion

= £165 million repayment of debt and fall in LTV to 69%

75 new letings 53 tease renewals and 95 rent reviews

completed

+ Growth in footfall of 3 2% compared to a decline of 0 5% 1n
the natwonal index

+ Heads of terms finalised for a development agreement with
the local authonty for The Mall in Walthamstow

See further information on our properties on page 121
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Shopping centre: The Waterside Shopping Centre, Lincoln

The Waterside shopping centre was purchased in February 2011 and the Group owns a 50% interest in a joint venture with Karoo
The shopping centre 15 centrally located on a pnme retail pitch in the centre of the cathedral city of Lincoln and has a total
lettable space of 118 000 square feet and 46 retaal umits

Retail parks: The Junction Key events duning 2011

+ Sale of three properttes in Portsmouth Swansea and
Maidstone for £212 milhon

+ £126 milhon repayment of debt

- Capital distnbution of £73 S million {Group share of
£9 9 rmilhian)

« Growth in car counts of 3 4% compared to 2010

- Planming permissions and vanation consent granted for
Thurrock Paisley and Oldbury

The Junction Fund 15 a specialist retail park fund owming four
retail parks and two development sites with a total lettable
space of aver 1 3 million square feet Its key statistics are

At At

30 December 30 Decernber

2011 2010

Number of properties 6 9
Property value at independent

valuatien £288m E476m

Passing rent (like for like) £17m £17m

Trutial yretd 5 68% 577%

Property level return 10 7% 13 0%

Occupancy (hke far like) 96 4% 96 9%

Loan to value ratio 60% 60%

Net debt to value ratio 50% 57%

C&R share 13 29% 13 29%

The key characternistics of the retail parks are
- Dormnant in the local catchment area
Minimur 185 000 sq ft multi-let retail park
Planning consent for open A1 bulky goods or mixed use

Pictured above
The Junction Thurreck shopping park

Asset and property management

The Mall Fund The Junction Fund and The Waterside Shopping Centre are managed by Capital & Regional Property Management
{CRPM) as asset and property manager For The Mall Aviva Investors fulfils the regulated fund management rote For The
Junction Aviva Investors fulfils the requlaied operator role and AREA fulfils the fund management rale Investors hold umits ina
Jersey Property Umt Trust (JPUT) which allows exposure to a diversified portfolio of properties withoul direct investment and the
ability to transfer umts without incurning Stamp Duty Land Tax

05
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Understanding our business continued

German Retail

Retail: Germany

The commercial retall property portfolio in Germany is a joint
venture with AREA Property Partners The portfolio owns 48
properties with a total lettable space of over 5 2 million square

feet Its key statistics are

At At

30 December 30 December

2011 2010

Number of properties 48 48
Property value at independent

valuation €594m €576m

Passing rent {like for like) €46 2m €45 7m

Intial yield 661% 6 69%

Property level return 6 6% 57%

Occupancy (ike for ike) 95 1% 96 9%

Loan to value ratio 80% 82%

Net debt 1o value rato 77% 77%

C&R share 49 60% 49 60%

The key charactenstics of the German portfolio are

+ Established out-of-town retail Iocations typrcally anchored

by food retailers

+ Standalone hypermarkets and retad parks with sales areas of

more than 3,500 square rmetres with car parking

+ Strong cash generation with generally shorter leases

Pictured above
Tanisvorst retall park

Key events during 2011

+ Purchase of Schwabisch Hall for €23 million on 30 December
2011

+ Refinancing of €162 million debt for three yearsin July 2011

- €13 mllion repayment of debt

- Income distribution of €8 6 million
(Group share of €4 3 rmllion}

- 13 lease extensions securing the long term income for
certain properties

Asset and property management
Ganigal Assel Management GmbH a German asset and
property manager 15 responsible for the assel and property
management of the German property portfoiio and the Group
holds a 30% stake 1n Gangal

See further infozmation on ou1 properiies on pages 12210123
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Other UK interests

Leisure: X-Leisure

The X-Letsure Fund 1s the largest specialist fund investing 1n
UK lewsure property owmng 16 properties with a tatal tettable
space of over 3 0 rmihion square feet Its key statistics are

At At

30 December 30 December

2011 2010

Number of properties 16 16
Property value at independent

valuation £565m £528m

Passing rent {ltke for hke) £40 8m £40 7m

Imitial yield 6 59% 702%

Property level return 14 1% 22 1%

Occupancy {hke for ike) 96 1% 95 3%

Loan to value ratio 53% 57%

Net debt to value ratwo 49% 53%

C&R shara 11 93% 11 93%

The key charactenstics of the leisure properties are

+ Dominant 1n lacal catchment area

+ Anchored by a cinema

+ 50% or more of rental income generated from leisure
operators

Key events during 2011
+ Income distribution of £10 9 millien
(Group share of £1 3 mullion}
+ Growth n footfall of 1 4% compared to 2010

Leisure: Great Northern, Manchester
The Group owns 100% of the 399,000 square foot property
which 1s a converted Victoran warehouse in the centre of
Manchester city centre inctuding multiplex cinema casino and
bars health and fitness, restaurants and shops The principal
occupiers of 1ts 46 umits are AMC Cinema Virgin Active and
London Clubs Internationat

Leisure: Xscape Braehead, Glasgow
The Group owns a 50% effective interest in

Xscape Braehead which 15 a joint venture with

Capital Shopping Centres The 374,000 square

foot property was constructed from 2004 and1s

located next to the Braehead Shopping Centre

on the outskirts of Glasgow Like the Xscapes in Milton Keynes
and Castleford which are owned by the X-Leisure Fund 1t offers
indoor real snow skung, bowling, dining, cinema and other
leisure activities Following the sale of SNO/zone Braehead the
snow operator 1s now Sno Factar The other principal occupiers
of its 37 units are 0deon Bowlplex and Ellis Brigham

Leisure: Hemel Hempstead

The Group cwns 100% of the 160 000 square foot letsure
property which s located 1n Hemel Hempstead A planming
application 1s due to be deterrmned shortly by the local
authonty following positive pre-appheation discussions
This appiication 1s for a comprehensive redevelopment and
re-branding of the 160 000 square foot scheme replacing
the swvairnming complex and mghtclub with family cniented
restaurants

Asset and property management:
X-Letsure Limted which 1s a 50 50 joint venture with AREA
carnes out the asset and non-FSA regulated fund management
activities for the X-Letsure fund AREA acts as Operator and

15 responsible for FSA regulated fund management activities
Investors in the X-Letsure fund hold units in a Jersey Property
Umit Trust (JPUT) which allows exposure to a diversified portfoho
of properties without direct investment and the ability to
transfer umis without ancurnng Stamp Duty Land Tax

The Great Northern Warehouse Xscape Braehead and Leisure
World are run by CRPM as asset and property ranager

Trade centres: FIX UK portfolio
The Group owns a 20% minonty interest in

the FiX UK fund which 15 a portfoho of UK

trade centres and trade parks Paradigm Real
Estate Managers perform the day-to-day
management responsibilities of the Fund

Ski operator: SNO!zone

The Group owns 100% of SNOfzone whichis
the largest indoor ski stope operator in the UK
SNO'zone rents the real snow slopes in the two
Xscapes at Milton Keynes and Castleford The
Group sold the SNO'zone Braehead business on
16 December 2011
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Chairman’s statement

‘I am delighted to report an increase 1n net asset
value of 12% to 56 pence per share and an increase
of 10% n recurnng pre-tax profits to £16 4 rmillion”

John Clare Chairman

Overview

[ am delighted to report an increase n net asset value of 12%
to 56 pence per share and an increase of 10% nrecurnng
pre-tax profits to £16 4 milhon These results are all the more
encouragwing as they reflect the y/mpact of asset management
imtiatives which have boosted income not only n the UK funds
but alse in the yoint ventures

Management s focus has shifted decisively from restructuning
to ensuring the business 15 well placed to respond to the

twin challenges of a weak economy and structural change 1n
consumer behaviour 1n particular the centinuing nise in on-hne
retailing Both developments are impacting the demand for
retaill space

Duning the year, further disposals of property assets and
recychng distnibutions into our core UK retall focus have
formed part of our strategy to ensure we own or Tnanage assets
where we believe demand wiil remain strong Our focus 15 on
offering space which 1s both attractive and affordable The Mall
now owns mine assets the majonty of which are dommnant
within their commumity We continue to ensure that these
schemes as well as other assets in the portfolio are relevant to
the communities in which they are located

Dividend

The board s not recommending the payment of a final dividend
meaning that no dividend will be payable for the full year The
board 1s committed to resurming dividends when 1t 15 prudent

to do so The current dwvidend policy links future payments

te the Group s cash generating abihity and will normally be
restricted to not more than 50% of operating cash flow less
interest and tax to comply with the undertakings given for the
Group s banking arrangements The board intends to review this
pohicy during the course of the year by which time progress in
creating hquidity within the Group s investments in the funds
and joint ventures should be further advanced

Responsible business

We attach great importance to the Group maintaining its
commtment to respensible business in the currently very
challenging operating environment The manner in which the
results have therefore been delivered 1s pleasing The Group has
once again ganed its Investors in People award The operating
team have delivered a reduction in energy consumption and
carbon footprint across the shopping centres which have
helped ltmit Increases in service charges This in part explans
the award from the PMA for Best Service Charge Provider for
2011 The shopping centres have raised significant sums for
their local chanties reinforcing ther position at the heart of
the local communtty and the Group 15 an active partner of the
LandAwd imbative

Further details are set out in the staternent on Responsible
Business in the financial statements

Our people

[ would ike to thank all staff for their continued hard work 1in
dehvering this year s encouraging set of results They have
worked tirelessly to offer attractive space for our retailers and
lewsure operaiors and to provide a safe operating environment
for their custormers

The Board

[ would like to thank Paul Stobart who has stepped down from
the board after mne years for s contnbution to the board s
deliberations over a very challenging period for the Group

and thank Pimlip Newton for taking on the role of the Semor
Independent Director | would also hke to welcome Tony Hales
who joined the board in August 2011 Tony brings a wealth of
both board and commercial expenience which will be of great
value to the Group

John Clare
Chairman




capreg com
Stock Code CAL

Chief Executive’s statement

“The UK business has delivered an impressive
operational performance in challenging market
conditions for our retailers, driven by a focus on

new lettings, lease renewals and rent reviews ”

Hugh Scott-Barrett Chief Executive

Operations

The UK business has delivered an impressive operational
performance in challenging market conditions for our retailers
dnven by a focus on new lettings lease renewals and rent
reviews Passing rent has grown by 1% and occupancy levels
across the three UK funds are up 0 6% to 96 8% as at 30
December 2011

The German business has been successful in securing key lease
extensions for several properties which has secured the long
term income at a marginally lower rent Passing rent has grown
by 1% within the portfolio and occupancy remans high at

95 1% as at 30 Decernber 2011

This operating performance and a 3 2% growth in footfall
for our Mall shopping centres continues to reflect the overall
affordability and well positioned nature of our property
portfolio both in the UK and Germany

Asset management and development pipeline

There 1s an attractive and exciting pipeline with near term
plans for three Junction properties Waterside Lincoln Hemnel
Hempstead Great Northern and The Mall Walthamstow This
reflects a belief that attractive returns can be generated from
extending or reshaping schemes we know well We have a track
record of success in this area hughlighted by the Bntish Council
of Shopping Centres award to The Mall Blackburn for best
refurbishment in 2011

Duning the year we have made positive momentum n laying
the foundations for delivering this pipeline and realising value
from our existing portiolio with the highlights being

+ Key planning permissions at Thurrock and Paisley and
a planning vanation at Oldbury have been granted for
the Junction properties to enable these developments to
progress in 2012 Consiruction at Lakeside Extra s expected
to commence in the second quarter of 2012 on the back of a
sirong levet of pre-lets

+ A planmng application for a comprehensive redevelopment
of our Hemel Hempstead property has been subrmmited we
anticipate commencing work on this during the second half
of 2012 if the planmng application 1s successful,

Key lettings have been achieved at Waterside Lincoln and
Great Northern to enhance the existing schemes whalst
development and reconfiguration discussions have continued
to advance and

Heads of terms have been finalised for a development
agreement with the local authority on The Mall at
Walthamstow

In addition to the near term opportunities there are significant
medwm to long term eppertunities for The Malls at Luton
Camberley Uxbridge and Maidstone n The Junction at
Thurrock and in Germany at Tonisvorst

Financial position

The Group s balance sheet has continued to strengthen in 2011
with net assets of £196 0 million up from €174 5 millon at the
end of last year

Geaning at Graup level has fallen to 24% as at 30 December
2011 compared to 29% at the end of last year Thisreflects a
£3 3 milhon repayment of Group debt duning 2011 combined
with a 12% growth in shareholders equity

At the fund level the Mall Fund completed the disposal of three
assets for total proceeds of £158 3 million dunng the year
Following these disposals, the headiine loan to value (LTV) for
the Mall 1s now 69% and allowing for cash in the Fund 15 56%,
both of which are comfortably below the 83% LTV covenant at
year end

The Junction disposed of three assets for total proceeds of
£211 7 milion dunng the year and the LTV at year end 15 60%
Following these disposals the Fund made distnbutions to the
Group of £9 9 million dunng the year
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Chief Executive’s statement continued

Within our German jownt venture we successfully refinanced
debt of €162 3 million for three years in July 2011 subject to
certain covenants which was an important step in secunng the
funding for one of the portfolios,

At the start of the year the Group acquired The Waterside
Shopping Centre 10 Lincoln and formed a joini venture with
Karoo and at the end of the year the German joint venture
acquired Schwabisch Hall These acquisitions demonstrate our
commitment to investing nto new properties when the nght
opportumties and returns present themselves

We are in negotiations to extend our core revolving credit
facility and the Great Northern debt facility Although there are
no immediate refinancing 1ssues we aim to reach agreement
well in advance of the matunty of these facilities

Strategy

Caputal & Regional s ambition 1s to be a leading speciahst retait
property company Our umique managerment platform gives us the
abiity not only to invest in but operate and asset manage large and
complex properties

Our ebjective 15 to grow our portfolio of UK shapping centres which
are held both through our nwvestment in The Mall and i joint
vertures Qur recent investrnent in The Matll 1s part of a broader
strategy to accelerate the restart of distnbutions and to position
the fund so 1t can access capital to fund the exciting development
opportumties that exist 1n a number of the core schemes

Capital & Reqgional will continue to leverage 1ts management
platform by investing with other joint venture partners in shopping
centres which share simlar charactenstics te the schemes in

the Mall (dorminant commurity schemes) Successful asset
management mitiatives at Waterside Lincoln encourage us that we
have the skilis and resources to apply to other opportunities

The Junction cantinues to provide opportunities both to recycle
capital from those retan parks where we beheve asset management
imhatives are largely complete and to mvest in some exciting
development imtiatives in particular at Thurrock and Cldbury Retait

parks remain a core focus and we wall continue to look at selective
acquisilions in joint ventures with our partners

Having had the opportunity to more aggresswely and efficiently
asset manage our German jont venture under the management of
our new asset management platform Gangat we intend over the
next 12 to 18 months to focus on reahising vatue from more mature
properties

Qutlook

The operating emvironment 15 likely to remain challenging for
the foreseeable future Ths reflects the tough market conditions
expenenced by our retailers and leisure operators We have seen
a number of admimstrations in the furst two months of 2012 The
majonty of units affected are expected to continue trading

Desptie this challenging backdrop we continue to see demand for
affordable and attractive space in dorminant trading destinations
As a consequence we therefore expect to see incorne resilience

Ik the core schemes and opportuntties to deliver valuation uplift
from completed asset management imitiatives in joint ventures
and wholly-owned assets We expect values for the South East and
Londen based schemes which account for the majonty of the
shopping centre portfolie to rematn resilient

We have seen another year of sigmificant cisposals {at or above
valuation) Further sales will be geared to recycling capital from the
funds accelerating distributions and the realisation of value from
the joint ventures and wholly-owned assets on completion of the
development imtiatives

We expect to make further significant progress this year n focusing
Capital & Regional as a retail property tnvestment company we

will achieve this through the recycling of capital from our non-core
businesses nto our core retail actmties The recent purchases of
units in the Mall not only reflect the underlying value in the portfolio
but also our wish together with our partners to play a sigrmficant part
n the future development of the fund

Hugh Scott-Barrett
Chief Execulive
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Dunng the year the team have continued to deliver an
impressive operational performance in challenging market
conditions for our tenants This performance continues to
benefit from the overall affordabihity and well positioned nature
of our property portfolio both in the UK and Germany

New lettings, renewals and rent reviews

Asset management has dnven strong performances on new
lettings tease renewals and rent reviews across the three UK
funds duning the year at rents at or above estimated rental
values (ERY) Turmnover rent 15 excluded from our companson
to ERV but if included would have a positive effect ERV has
rematned stable compared to the pror year We are continuing

In Germany there were 10 new lettings with an imtial passing
rent of €1 0 milhion A further 13 lease extensions were
compteted to secure the long term tncome of the portfolio
The lease extensions had the impact of increasing the average
unexpired lease term of the portfoho by 1 5 years but at a
lower rent of €5 2 rmlhion compared to a current rent of €59
milhon

In X-Letsure 29% of leases contain mmmum or fixed uphfts
which continue to drnive income levels

Significant highlights during the year include

to advance negottations with a number of retailers for new The Mall

space against the challenging headwinds n the retail sector Luton New lettings to Costa, Toby Inns and Jummy

with new lettings generally takung longer to complete in the Spices to successfully complete the food

current environment element of the redevelopment Lettings
elsewhere 1n the scheme to Jessops and

The The Total Tiger and lease renewals with Arcada
Mall Junction X-Lewsure UK WHSmiths and € & 1 Clark

Number of new Wood Green Primark took an additional two units

lettings 75 7 15 101 totalling 4 700 sq ft, at rents In excess of

Rent from new lettings ERV extending thetr store to approximately

(EM) 61 14 13 g8 80000 sq ft New lettings to Select Phones

Companson to ERV (%) 00 72 72 22 4U Card Factory and Moss Bros

Renewals settled 53 1 3 57 Blackburn New lettings to Specsavers 1D Sports Bank

Revised rent (£m) 14 013 01 18 Harvey Thompson and Select

Companson to ERV (%) 09 (3 6) 0B 02 Maidstone New lettings to Sports Direct Costa Select

Number of rent Viston Express and Internacionale

reviews settled a5 11 50 156 Norwich New lease to Farmly Bargains o a

Revised passing rent previously vacant 18,000 sq ft umit and a

(£m) 117 23 65 205 new letting to the British Heart Foundation

Uphft to previous rent and lease renewals with F Hinds and the

(%) 28 390 87 47 Post Office

Companson to ERV (%) 86 (6 0) 60 61 Sutton Coldfield New letiings to H&M Hennes and Sports

During the first three quarters of 2011 The Mall new lettings
were 4 5% above ERV Duning the fourth quarter of 2011 The
Mall new lettings were 5 4% below ERY however we did two
strateqic new lettings at below ERV which, if excluded would
have resutted in fourth quarter new lettings in The Mall being
5 1% above ERY

Since 30 Decemnber 2011 there have been a further six new
lettings in The Mall for contracted rent of €0 4 million The
Junction has exchanged contracts on two new lettings with
contracted rent of £0 3 milion and X-Lewsure has completed
two new lettings with contracted rent of £0 2 rmlhon In 2012
new lettings and renewals for the three UK funds have been at
1 4% below ERV with The Mall new lettings and renewals being
at 2 0% below ERV

Diwrect who took 14 000 sq ft of formerly
unused first floor space for a new upsized
store, whilst Jones The Bootrnaker have
taken a new 4 000 sq ft store and there was
a new letting to Barclays

Camberley New lettings to 3G and Rush Hair and lease

renewals with Monsoon Jessops and Game

Wwalthamstow New {ettings to Choice Discount Stores and

West Coast

Uxbndge New lettings to Metrobank and Blue Inc and

a significant lease renewal with Iceland
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Operating review continued

The Junction

Bristol

New lettings to The Range and Subway

Occupancy levels

Occupancy levels across the three UK funds of 96 8% at 30

Telford New letting 1o Petstop December 2011 has improved by 0 6% compared to the
Thurrock New lettings to Boots and Go Outdoors and a  Prer year demonstrating the overall success of our asset
regear with Furniture village management teams 1n letting space and maintaning
occupancy in the challenging retail market
X-Leisure
Parrswood New letting to Grosvenor Casino 2011 2010
Ashford New lettings to Nandoe s and Chiguito Occupancy (ke for ke) i ki
Cardigan Fields  Surrender taken from Scottish & Newcastle The Mall 972 965
for a prermium and space re-let to Bella The Junction 96 4 969
Itaha and a new letting to Mitchells and X-Leisure 961 953
Butler UK funds 96 8 962
Cambndge New letting to Sawnsbury s Germany 951 96 9
Pocle New letting to P1zza Express and a unit
expansion by Empire Cinemas The Mall occupancy of 87 2% at 30 December 2011 has
improved by 0 7% compared to the prior year despite a
Germany number of admimstrations demonstrating the affordability
Ingeihein Lease extension for 15 years to Real and resihence of our shopping centres The occupancy at

Koln Gremberg

Sigmificant lease extension until 2024 with
Real

Lauchammer New 10 year letting to Toom and 5 year
extension to Edeka

Balingen 10 year lease extension with Toom

Other properties

Waterside Lincoln New letiing to Apple franchise

Xscape Braehead New 25 year lease to Sno Factor

30 December 2011 includes the normal seasonal increase
n Chnistmas temporary lettings Included within the 97 2%

occupancy for The Mall 1s 2 8% related to umts that were
adrmimistration

The Junction occupancy of 96 4% at 30 Decernber 2011

n

dechined by 0 5% reflecting the lease termination of Marks

Wholesale and the admimistration of World of Sofas at Thurrock

The X-Lewsure occupancy of 96 1% at 30 December 2011 has
improved by 0 8% due to strong new lettings during the year

more than offsetting the admimistrations

Germany occupancy of 95 1% at 30 December 2011 declined
by 1 8% reflecting two lease expires in Hamburg Terms have
been agreed for a new letting of one of these at an increased

rent to commence in 2012 following refurbishment and

management are currently assessing various options to re-let

the other property
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Admumistrations
Whilst the number of adrmimistrations have increased compared to the prior year we have so far been able to re-let most of those
units that cease trading which has supported the strong occupancy levels reported opposite

The Mall  The Junction X-Lewsure Total UK
Admimistrations (unts) 62 3 8 73
Passing rent {£m) 33 02 06 41
Still trading {umits) 21 - 1 22
Passing rent still trading (Emy) 09 - 03 12

There were 73 administrations tn the three UK funds dunng the year with a passing rent of £4 1 million (3 0% of the UK funds
passing rent) of which 33 umits have been re-let for rent of £1 3 rmilhon and a further €0 6 rmilhion 1s still being recewved from
tenants in administration

The more notable adrministrations during the year related to T 1Hughes Hawluns Bazaar Jane Norman Officers Club Barratts
Shoes and World of Sofas

In January 2012 the Best Buy umt at Thurrock in The Junction was closed however the lease has been assigned at the same
rent to Kiddicare a part of Mornsons This lease assignment provides an even stronger covenant and ensures that this large umit
remains open and trading maintaining the vibrancy of this part of the scheme

Since the year end 2 0% of the three UK funds passing rent has gone into adrmnistration involving 20 units The maost sigmficant
administration related to Peacocks in January 2012 whose business was sold to Edinburgh Woollen Mill n February 2012 This involved
eight units in The Mall and The Junction with passing rent of £1 6 rmilon Of the units affected alternative demand has been identified
for two umits and six umits are expecied io remain open and tradng Fight of the other 12 umts that have gone o adrmmstration since
year end have remained open and trading with the four umits that have clesed resulting in a loss of passmg rent of £0 2 mithen

There were four adrministrations in the German portfolio in the year with passing rent of €0 1 milhon

Cash collection

Rent collection rates in the UK funds {adjusted for tenants in adrmimistration) have continued to be strong throughout the year
with 97 9% of rent being pard within 30 days of the due date for December 2011 the same as for Septernber 2011 and sumilar to
the 97 8% for December 2010

Income secunty
Credit risk 1s managed through the assessment of the covenant strength of allincorming tenants and by monitonng credit ratings
of key existing tenants The 10 largest occupiers by rental income in each of the UK funds are given below

The Mall % The Junction % X-Leisure %
Aluance Boots Lirmited 49 BaEple 150 Cine UK Limted 188
Debenhams Properties Lirmied 26 TescoStores Lirmted 69 The Restaurant Group 46
BHS Limted 2 4 Dave Whelan Sports Limited 55 Snozone 38
Pnimark Stores Lumited 23 NBC Apparel (T/A TK Maxx) 45 o0Odeon 36
Peacocks Stores Limited 22 DSG Retal Limited 44 Spint 35
Argos Lirmted 21 Comet Group Plc 40 Vue 31
Superdrug Stores Plc 21 Boots the Chermsts Limited 40  Virgin Active 31
Arcadia 21 The Carphone Warehouse Lirited 36  Pizza Hut 27
Clinton Cards (Essex} Limtted 2 1 DFS5 Furmiture Company Limited 32 Matchells and Butter 26
New Look Retailers Lirnited 2 0 Decathlon UK Limiied 32 Tenpin 24

The high exposure to Cine UK n X-Leisure 15 a function of the size of cinemas relative to the rest of aleisure scheme and this risk 1s
closely momtored and direct contact maintained with this operator In Germany 79% of the ncome 15 derved from seven tenants
who are all strongly rated covenants such as Metro Rewe and Edeka As mentioned above Peacocks went into adrmmstration in
January 2012 and was sold toc Edinburgh Woollen Mill in February 2012
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Operating review continued

Footfall

The Mall s footfall has outperformed the national footfall
index with anincrease of 3 2% 1n shopper numbers over the
year compared to a dechine of 0 5% 1n the national index
demonstrating the well posittoned nature of the portfolio and

which supports our view that the pressure on dispoesable incormes

and high fuel costs are encouraging people to shop locally In
the first two months of 2012 The Mall s footfall increased by
0 4% compared to a dechine of 3 2% n the national index

The Junction s car counts at the retail parks increased by 3 4%
compared to the prior year due to strong performances at
Telford and Thurrock and X-Leisure s footfail has increased by
1 4% compared to the prior year

Temporary lettings

At 30 December 2011 there were 127 (2010 159) temporary
lettings of one year or less of which 118 (2010 155) for a net

rent of £3 3 million compared to an £RV of £6 3 million were
within The Mall Ternporary lettings are important because they
mantamn occupancy and energise the trading environment whilst
contributing income and muntrmsing the costs relating to vacant
umts

Rental income

Passing rent

Passing rent across the UK funds and the German portfolho
increased over the year which s a strong performance in hght
of the increased level of administrations and challenging
economic environment

December June December

Passing rent 2011 2011 2010
{hke for like) £m £m £m
The Mall 780 766 771
The Junction 17 4 170 171
X-Leisure 408 409 407
UK funds 136 2 1345 1349
€m €m £m

Germany 46 2 46 0 457

The Mall s passing rent increased by £0 9m during the year
principally due to additional mcome dernved from new lettings
and the expiry of rent free periods mere than ofisetting the
impact of insolvencies The Junction and X-Leisure have
maintained broadly stable passing rents duning the year with
new lettings offsetting the rent free perods granted for lease
re-gears and lease surrenders

The German portfolio s passing rent increased by €0 S million
during the year due to rent iIndexation offseiting the two lease
expiries in Hamburg and the lease extensions at shightly lower
rents The acquisition of Schwabisch Hall on 30 December 2011
had the impact of increasing passing rent by €2 1 million The
German portfolio continued to generate a strong operating
cash return for the year

Contracted rent

The three UK funds had a further £6 0 rmillion of contracted
rent at 30 December 2011 which1s not included 1 the passing
rent figures above {The Mall £3 9 milhion The Junction £1 2
million and X-Leisure £ 9 rmillion})

Since the year end new lettings in the three UK funds were
made for contracted rent of £0 ¢ mithon
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Investment portfolio performance
We are pleased with the strong property tevel total returns as set our betow

Property Capatal Total Imtial  Equivalent

valuation returm retum yield yeld
30 December 2011 £m % % % %
The Mali 971 (©8) 62 70 77
The Junction 288 50 107 57 68
K-Lewsure 565 68 141 66 X3
UK welghted average! 1824 24 53 67 75
Germany 496 (0 9) 66 66 n/a

! weighted average by property valuation

There was outward yield shift of 19 basis pomnts in The Mall with the property vatuation bemng underpinned by a 2 3% wncrease in
net valued income Inward yield shift of 20 basis points in The Junction and 43 basis pownts in X-Leisure together with increases in
net valued income have generated good total returns from these funds The German valuation was stable with an inward yeld shift
of 8 basis points

The property level returns coupled with the financial gearing within the funds and the German joint venture have resulted in a
positive geared return for the Group from these investments during the year

2011 2010
Geared returns % %
The Mall 57 767
The Junction 134 14 8
X-Lelsure 223 467
UK fund weighted average* 115 557
Germany 180 147

' based on Group interest in the three funds at the year end

IPD wdex performance
All three UX funds outperformed their IPD index on a roting 12 menth basis driven by income growth effechive asset management
and the strength of the underlying assets 10 the funds

2011 2010
% %

The Mall
Property level returns! 63 200
[PD shopping centre index 50 169
The Junction
Property level returns! 100 131
IPD retail parks index 81 163
X-Leisure
Property level returns? 14 2 221
iPD leisure index 113 18 4

! as ratified by 1PD
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Asset management and development pipeline

C&R 15 highly selective 1n terms of acquisitions and will only pursue opportunities which deliver attractive risk adjusted returns
without stretching the balance sheet Capital for new asset management imitiatives will be recycted from within existing
businesses inta projects which will deliver value using our in-depth knowledge of retailer requirements in specific locations There
1$ an attractive and exciting pipeline with near term plans for three Junction properties Waterside Lincoln Hemel Hempstead
Great Northern and The Mall Walthamstow which are summarised below

The Junction: Thurrock

Planming permission has been granted at Lakeside Extra for the redevelopment
of the former cinema to create 30 000 sq ft of Open Al retail An unconditional
contract has been exchanged on 15 000 sq ft and a conditional contract on

7 500 sq ft and heads of terms on the final 7 500 sq ft have been agreed

We expect to commence work during the second quarter of 2012 and
construction costs will be approximately £3 5 mithon Additionally

further progress has been made on separate development opportunities

at Thurrock with a planmng application targeted for submission by the end of
2012

The Junction: Paisley

Planming permission has been granted for a new 54 000 sq fl terrace extension to our current scheme We are in discussions with
a number of retailers and expect to have contracted 65% of the space by the end of 2012 Additionally a planning application for
16 009 s5q ft has been submtied for food retail on the former Menzies unit

The Junction: Oldbury

A vartation to the onginal planming consent was approved for a 205 000 sq ft devetopment with Open A1 bulky goods letsure and
A3 consent on a brownfield site The vanation included greater Open Al and mezzanines We are werking up tenant interest and
are looking to commence development dunng 2012

Hemel Hempstead

A planming application 15 due to be determined shortly by the local authonty
Following positive pre-application discussions it has been recommended

by the planming officer for approval This application 1s for a comprehensive
redevelopment and re-branding of the 160 000 sq ft schermne replacing the
swimming complex and mightclubs with farmily dining children s play area
and gym with the cinema 1ce rink and ten pin bowling retained Heads of
terms have been agreed with a number of restaurant operators and we are 1in
advanced negotiations with a new bowling operator Construction costs will be
approximately £4 4 million

Our property pipeline — expected commencement of developments

The Junction Hemel Hempstead

Thurrock The Junction redevelopment

redevelopment Oldbury (160000 sq ft)

(30 000 sq ft) development

{205 000 5q )

1 January 31 December
zo12 2012
|

L ® ® !
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The Waterside Shopping Centre

Dunng the year we have made solid progress towards our strategic awn of
repositioning the scheme and upgrading the tenant mix and income profile in the

centre g
A permanent long term letting to an Apple franchise supported by a full refit of g
the Top Shop store has hfted the front half of the scheme We now have flexibility 3
over the Barratts store at the scheme entrance where we have agreed terms with a
national fashion footwear operator, which should complete during the first half of
2012 we are 1n advanced negotiations to upsize an existing fashion retatler by 6 000
sq ft, which will incorporate a number of units that have histoncally been vacant
The reconfiguration plans for the rear of the scheme io create large format retail space that would better anchor the scheme continue
1o progress well However with the success of the lettings currently being achieved at the front of the scheme our strateqy has been
finessed to focus on completing the strengthening of this part of the centre which will help strengthen the overall retailer perception 5
of the scheme positioning and 1n so doing 1mprove the letting potential for the reconfiguration at the rear The reconfiguration 1s not é
expected to comrmence until laten 2013 A
5
w
@
Great Northemn
A new letting to the bowling operator All Star Lanes wn March 2012 to take the
ground floor for a ten pin bowling alley will improve the vitality of the property
This new letting 15 conditional on two items which are expected to be received
shortly A restaurant offer has been recewed for a unut on the ground floor and @
negotiaiions are continuing with regard to the first floor with a number of other %
potential leisure tenants E
various other reconfiguration opportunities are being explored 1nvolving re- é
gearing leases to release and re-let up to 75 000 sq ft of existing space 1mproving @
the longer term investment performance of this property and capitalising onit s g
stiiuation ad)acent to the G-Max conference centre g
()
The Mall: Walthamstow
Progress has been made for a proposed 65 000 5q ft extension and we have agreed heads of terms for a development agreement
with the local authority Negotiations are continuing with them and potential tenants to devise a schemne that meets all of their
requirements w
&
g
Other sigmificant medum to long term asset management and development cpportunities exist in the Malls at Luton Camberley =
Uxbridge and Maidstone and in Germany at Tomsvorst %
S
=3
=
[Ty
— _ P
— The Junction The Mall The Watersude
Great Northermn Paisley Wwalthamstow Lincoln
reconfiguration expansion expanston reconfiguration
(75 000 sq FO) (70 000 sg ft) (65 000 sq ft) c
o
T
E
S
31 December =
2013 B
e ® [ ® ¢ 5
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Financial review

Key performance indicators Investment retums
The key performance indicators we use Lo measure our
performance against our strategy and objectives are

Net assets per share continued toincrease 1n the year to €0 56,
up £0 06 or 12% since 30 December 2010, and EPRA net

assets per share increased to £0 63 up £0 06 or 11% since 30
2011 2010 December 2010 The growth in net assets resulted inan 11 9%

Investment retums

Net assets per share £0 56 £0 50

turbulent year for UK equity markets
EPRA net assets per share £0 63 £0 57
Return on equity 119% 339%
Total shareholder return (38)% (22)%
Fimancing
Group net debt £47 2m £49 8m!
Net debt to equity ratio 24% 29%!'
See-through debt to property UK Germany
valug? 73% 76% 2009 024 013
See-through net debt te 2010 036 014
property value?? 64% 66%' 2011 040 016
Profitability
Recurring pre-tax profit £16 4m £149m
Profit before tax £23 4m £46 4m
Basic earnings per share £0 06 £013

Property under management £2 5 billhion £2 8 billign

' Adjusted for the £5 0 miihen tax payment made on 31 December 2010 as

disclosed n note 24a

Adjusted for the Group s shate of the €18 0 million German junior debt
acquired durng 2010

See through debt and adjusted see though net debt divided by 1FRS property
value as disclosed 1n nete 24a

B

return on equity for the year The 3 8% falt 1n totat shareholder
return was driven by a shght fall in share price dunng a

To prowide a greater understanding of the composition of the business the Group presents its balance sheet in two separate ways
with the “statutory” balance sheet following the accounting and statutory rutes and the “see-through™ balance sheet showing the

Group s proportionate economic exposure to the different property portfolios These were

See-through Statutory See-through Statutory
30 December 30 December
Property Debt Other 2011 Property Debt Other 20t0
£Em £m £m £m £m £m £m £m
The Mall 184 8 {120 3) 04 64 9 198 8 (138 4) (28) 576
Germany 247 8 {197 5} 4 4 54 7 2479 (201 2) 17 48 4
X-Lelsure 665 {35 &) {0 6) 305 621 (356) 05) 260
The Junction 367 {21 8) 22 171 610 (38 4) 12 2318
Great Northern 715 {61 9) 17) 79 708 {63 6) (23) 49
Waterside Lincoln 120 (6 8) 04 66 - - - -
Xscape Braehead 24 1 {22 8) 29 42 226 {22 8) 24 22
Hermel Hempstead 83 53 00 3o 98 (69) 02 31
FIX 261 {25 2) 01 10 2609 {25 3) {0 6) 10
Other net assets 02 - 59 61 02 - 73 75
Net assets 6790 (497 0) 14 0 196 0 7001 {532 2) 66 1745
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Financing

The group net debt to equity ratio fell from 29% to 24% over the course of the year pnmanly due to the increase in shareholders
equity of £21 5 million and loan repayments of €3 3 million A summary of the movements in Group and off balance sheet debt
during the year 1s set out below

See-

Ofi balance through

Group debt  sheet debt debt

£m £m £m

At 30 December 2010 05 4617 5322
Property acquisition 136 77 213
Disposal into a jomnt venture! (136) 68 {6 8)
Other repayments (33) (49 9) (53 2)
Increased wnvestment 1 The Mall - S5 95
Foreign exchange - (6 0) (6 0)
At 30 December 2011 67 2 429 8 497 0

! Transfer from Group deb? to off balance sheet debt following the sale of 50% of the Group 5 interest in The Watarside Shopping Centre in Lincoln

Group debt

Group debt fell by €3 3 rmilion to £67 2 mulhien at 30 December 2011 {2010 €70 5 milhion) This fallwas due to £2 3 rithon of
surplus cash generated by the Great Northern and Hemel Hempstead properties being used to pay down the relevant loans via a
cash sweep and £1 0 rmillon amortisation payments on the Hemel Hempstead loan The breakdown of Greup debt and net debt at
30 Decemnber 2011 was as follows

Loan to Net debt Average Duration to

Debt! value’ to value® interest rate? Fixed loan expiry

30 December 2011 £m % % % % Years

Core revolving credit facility - - - - - 17

Great Northern 619 86 82 6 30 96 18

Hemel Hempstead 53 64 59 349 - 08

Group debt 67 2 6 08 89 17
Cash and cash equivalents {20 0)
Group net debt 472

' Excludimg unamerhsed 1ssue costs
? In the case of varlable rate 1oans based on LIBOR at 30 December 2011 plus the appropnate margin
? Debt and net debt dwided by investment property at fair value and trading property at the lower of cost and net realisable value

The core revolving credit facihity remamed undrawn during the year (2010 £nil) and at 30 December 2011 the forecast covenant
tests indicate that there s sufficient headroom for the full £58 0 milhon faciity to be available for draw down

We are 1n negoitations to extend our core revolving credit facility and the Great Northern debt facihty Although there are no
immediate refinancing issues we aim to reach agreement well in advance of the matunty of these faciliies
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Finan cial review continued

Off balance sheet debt

Off balance sheet debt fell by £31 9 rmilhion to €429 8 miillion at 30 December 2011 (2010 £461 7 milbion) This fall was due to
£49 9 rmilhon debt repayments principally from the proceeds of asset sales in The Mall and The Junction and a £6 0 milhon
foreign exchange translation gain on Gerrmany offset by a €14 5 million share of loan draw downs related to the acquisitions of
Waterside Lincoln i the UK and Schwabisch Hall tn Germany and a €9 5 rmilhion higher share of The Mall debt due to the Group s
ncreased holding in The Mall fund The breakdown of the Group s share of off balance sheet debt and net debt at 30 December
2011 was as follows

Weighted
Average average
Loan to Net debt interest duration to
Group share Debt! Cash  Net debt vatue*  to value* rate Fixed {oan expiry
30 December 2011 £m £m £m % % % % Years
The Mall 1203 (21 2) 991 69 56 532 100 33
Germany 1975 61) 191 4 B0 77 362 59 28
X-Leisure 354 (2 6) 328 53 49 634 Q99 21
The Juncticn 218 {2 6) 19 2 60 50 676 99 23
Waterside Linceln 68 {0 6) 62 52 47 470 100 31
Xscape Braehead 228 {18) 210 85 78 4 87 75 27
FIX 252 {05) 247 95 93 667 80 12
Other? nfa {14) (14) - - - - -
Off balance sheet 4298 (36 8) 3930 4177 79 28
German debt adjustment? (7 5) — (7 5)
Adjusted off
balance sheet 4223 (36 8) 3855

Excluding unamortised issue €081s

Off balance sheet cash held in other assaciates and joint ventures

Adjusted tor the Group s share of the €18 0 million German junior debt acquired during 2010
Debt and net debt divided by investment property at fair value

PR

Total Mall debt fell by £165 4 rmillion to £662 3 million at 30 December 2011 (2010 €827 7 milien) This fall was due to debt
repayments principally from the sale proceeds of Bristol Middleshrough and Barnsley The initial amortisation target required by
the bofrowing arrangements 1s £800 rmithon by December 2012 which has already been achieved well in advance of the required
date A further target of €600 million by December 2014 could be met by one further property sale

Total German debt increased by €5 4 million to €476 8 million at 30 Decemnber 2011 (2010 €471 4 milhien) At the applicable
exchange rates this was equivalent to £398 2 million (2010 €405 7 million) The increase 1s due to the German joint venture
drawing down €18 5 rmllion to fund the Schwabisch Hall acquisition offset by €13 1 million of amortisation payments On 15 July
2011 agreement was successfully reached to extend the maturnty of €162 3 rmilhon debt 1n one of the portiolos by three years
The key terms of the extension include no change in the margin but an extension fee of 10 basis points in year one 25 basis
points in year two and 100 basis points in year three and fixed LTV and ICR targets that commence in July 2012

Total Junction debt fell by £125 5 million to £163 7 rmition at 30 Decemnber 2011 (2010 £289 2 millon) This fall was due to debt
repayments from the sate proceeds of Portsmouth Swansea and Maidstone

Total Waterside Lincoin debt i1s £13 6 rmillion at 30 Decemnber 2011 (2010 £ml) During the year the Group drew down £13 6
rmllien on a new four year facility from Deutsche PostBank to part fund the acquisition of Waterside Lincoln and capitahised
related toan arrangement fees of €0 3 rmillion On 8 Apnl 2011 a joint venture was formed by selling 50% of the Group s interest in
Waterside with the debt being transferred into the joint venture
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Maturity analysis
The chart below shows the maturnty profile of the see-through
debt and undrawn core crechit facility at 30 December 2011

Covenants

The Group and 1ts associates and joint ventures were comphant
with their banking and debt covenants at 30 December 2011
except as disclosed below

0On 12 January 2012 the Group obtained a bank waiver for the
Hemel Hempstead loan in relation to an anticipated covenant
breach which would have tnggered on 30 January 2012
following the adrmimistration of the anchor tenant {Lurminar)
It was agreed with the bank to make a cash deposit of €0 9
million The waiver 1s vahd unti! 29 Apnl 2012 at which time
the position will be reassessed in hight of the submitted
planning application for the redevelopment of the Hemel
Hempsiead property

On 5 March 2012 the German joint venture obtained a one
year bank waiver for two loans in the same portfolio which had
marginally breached therr LTV covenants at year end As part of
the wawver the LTV covenant was extended far the next test date
in December 2012

Further details on the vanous debt covenants are disclosed 1n
the other information section tn covenant information

Interest rate hedging

The majority of current borrowing both at Group level and

n the funds and Joint ventures continues to be covered

by interest rate swaps or caps At 30 December 2011 the
see-through valuation of the Group 5 swaps and caps was a
lrabthty of £18 8 midhion (2010 £22 9 rmllion) which will not

be crystallised unless the underlying contracts are closed out
before their expiry date Dunng the year, The Mall The Junction
and Germany terrmnated swaps at a total cash cost of £13 2
rmilhan, of which the Group s share was £2 0 million

Cash distnbutions

The Group recetved total cash distnibutions of €15 7 rmllion
dunng the year comprising £9 9 million from The Junction
fund €3 7 rmillion from the German portfolio, £1 3 rmilion from
the X-Leisure fund £0 5 milhon from X-Leisure Limited and

£0 3 million from The Auchinlea Partnership

Profttability

Recurring pre-tax profit

The Group s recurring pre-tax profit increased by £1 5 million
to €16 4 rmilhion for the year ended 30 December 2011 (2010
£14 9 milion) The recurning pre tax prefit s derwed from two
principal segments being Asset businesses and Earnings and
the breakdown of recurning pre-tax profit by segment 1s as
follows

Year to Year to
December December
2011 2010
£m £m
Asset businesses
UK property imvestment 80 77
German property investment 79 56
Earnings buswmesses
Property management & 5 58
SNOQIzone 07 07
Non-segment item
Central cosis (4 7) (4 9)
Recurming pre-tax profit 16 4 149

Property investment The increase in recurrning pre-tax profit

of £0 3 mullion from the UK properties largely reflects reduced
interest costs offsetting the property disposals that have

taken place during the year The recurring pre-tax profit from
Germany n sterling terms has increased by £2 3 rmllion due to
reduced interest and property costs and stable rental income
with rent indexation offsetting a lease break being exercised at
the start of the year

Property management The recurnng pre-tax profit has fallen
by £1 3 rmllion due to management fees falling by £0 6 million
reflecting property disposats by The Mall and The Junction and
the sharning of the German portfolio fees in the Gangal Asset
Management GmbH associate from August 2010 combined
with higher management expenses of £0 7 million due to cost
inflation

21

Overview

Business Review

Corparate Governance

Financial Statements

Other Information




22

Capital & Regtonal

Annual Report and Accounts for the year ended 30 December 2011

Financial review continued

Performance fees No performance fees have been recagnised
in 2011 {2010 €ml) The basis for calculating performance fees
and the current status 15 disclosed in notes 1 and 37 of the
financial staternents

Profit before tax
The profit before tax was €23 4 million for the year ended 30
December 2011 (2010 £46 4 mullion) and 1s analysed below

Year to Year to

December December

2011 2010

£m £m

Recurnng pre-tax profit 16 4 149

Property revaluation 17 296

Profit on disposal 07 45
Financial instruments

revaluation 26 06

[nvestment income 40 -

Gain on investment in The Mall 11 -

Other items 31) (3 2}

Profit before tax 23 4 46 4

As well as the recurning pre-tax profit discussed above the
other main factors behund the profit in the year were

Property revaluation of £1 7 million driven primanly by gains in
X-Leisure The Junction and Xscape Brachead offset by a fail in
Germany Hemel Hempstead and The Mall This ts discussed in
more detail in the operating review

Profit on disposal of £0 7 mithon due to asset sales pnimartly in
The Junction offset by a small loss on disposal in The Mall

Financial instrument revaluation of £2 6 rmlhion due to gains
on the interest rate swaps hedging Great Northern FIX Xscape
Braehead and X-Leisure and the gain on the unhedged and
ineffective portion of the forward foreign exchange contract
hedqing the German portfolio

Investment income of £4 0 mullion relates to the Group s share
of the fair value uplift on the €18 0 milhion of jurior debt that
was acquired by the Group and the German joint venture
partner shortly before the 2010 year end The loan recewvable
was fair valued to €12 9 million as at the date of the successful
debt extension in the relevant German joint venture portfolio in
July 2011

Gain on investment 1n The Mall related to the Group purchase
of 13 6 million untts in The Mall Fund at an average of £0 30
per umt for a total consideration of £4 0 million resulting in a
gawn on investment of €1 1 mullion

Other items relate pnimanly to tax suffered in the German joint
venture and varicus management incentive schermmes which are
disclosed in more detail in note 2a to the financial statements

Tax

The tax charge for the year was £2 3 rmillhion compared to €2 0
million 1in the prior year The current tax charge of £2 1 million
(2010 credit of £0 5 million) was pnimanly due to the restricted
availabihty of brought forward tax losses which could be
utilised dunng the year The deferred tax charge of £0 2 million
{2010 £2 5million) 1s due to the reversal of certain deferred tax
assets carned agawnst the hability for interest rate swaps

The current tax hability was £3 0 rmilhion at year end (2010
£5 8 milhion) The non-current hability of £5 0 million (2010
£10 0 rullion) largely reflects the outstanding amount on the
settlement concluded with the tax authorities dunng 2009 1n
relation to the tax structuning of certain property disposals
by the Group 1n 2004 and 2005 The final payment for this
settlement 1s due by 31 December 2012
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Property under management

During the year property under management fell due to property disposals, which was partially offset by two property
acquisitions and an overall increase in property valuations The overall impact on property under management 1s set out below

valuation Valuation

30 December Disposals/ Other 30 December

201¢ additions  movements?  Revaluation 2011°

100% £m £m £m £m £m
The Mall 1128 (159) 8 (6) 971
The Junction 476 (198) 2 B 288
X-Leisure 528 - 1 36 565
German jont venture 496 19 (14) (5} 496
Other properties 204 26 (71) 2 161
Property under management 2 832 (312) (74) 35 2,481

! waluation excludes adjustments to property valuations for tenant incentves and head leases treated as finance leases and trading properties are included at the

lower of cost and net realisable value

7 Prwnanly expiry of the l1ford shopping centre shori term management contiact and foreign exchange moverments in Germany

The spht of property under management by sector 1s similar to
the priar year and at 30 December 2011 13 as follows

Property acquisitions

0On 22 February 2011 the Group completed the purchase of
The Waterside Shopping Centre wn Lincoln for £24 8 million at
a7 68% net mthial yield On 8 Apnl 2011 the Group formed

a jount venture with Karoo Investment Fund [1 5 C A SICAV-
SIF ("Karoo”) by selling 50% of the Group s interest in The
Waterside Shopping Centre

On 30 December 2011 the German joint venture completed
the purchase of a retail park in Schwabisch Hall Baden
Warttemberg for €22 6 milhon at a 7 75% net imitial yield

Property disposals
Properties disposed of duning the year are set out below

Sales Net imhal
proceeds yeld
Date £m %
The Mall
Bnistol January 502 70
Barnsley September 261 8 6!
Middlesbrough  September 820 86!
158 3
The Junction
Portsmouth March 609 58
Swansea June 802 58
Matdsione September 706 59
2117
Total 3700

' Blended weld across two properties

Dunng the year the German joint venture sold the
Langburkersdorf property for €0 1 rmillion at a small discount to
the prior year valuation
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Financial review continued

SNQO'zone Brachead disposal

On 16 December 2011 the Group disposed of 100% of 1ts
interest 1n Snozone (Braehead) Limited for cash consideration
of £0 1 muhon and a profit on disposal of £0 1 mullion was
recogmsed

Mall umt purchases

Dunng the year, the Group purchased 13 6 million units

in The Mall Fund at an average of £0 30 per umit for a total
consideration of £4 0 million This purchase was at a discount
to the net asset value of The Mall and resulted in a gain on
mnvestment of £1 1 million These purchases increased the
holding in The Mall Fund by 1 44% to 18 16% at the end of the
year

On 8 February 2012 the Group purchased 18 7 million unitsin
The Mail Fund at £0 30 per umt for a total consideration of £5 6
milhon and this further increased the holding in The Mall Fund
from 18 16% to 20 15%

Forelgn currency exposure management

The Group uses a forward forewgn exchange contract as a

hedge of its net investment in the German joint ventures At 30
December 2011 this was achieved through a contract for €47 0
milhion (2010 €47 0 million) at a fixed exchange rate of 1 1797
(2010 1 143) which hedges 81% (2010 85%) of the Group s
German investment Dunng the year the Group crystallised a
gain of €1 5 rmllion in Apnil 2011 and closed out the forward
contract which matured on 27 June 2012 and entered into a new
forward contract which extended the hedging arrangement until
28 March 2013 At 30 December 2011 the value of the contract
was an asset of £0 6 mithon (2010 asset of £0 6 milhon)

To the extent the hedge 15 effective under accounting rules
valuation movements on the forward contract 1s shown in
reserves where they partially offset the gain ar loss in the value
of the net investment in the Group s German Joint ventures

Financing strategy

Our financing structure needs to be flexible and cost effective
and this 1s achieved through having cash of £20 0 milion and
an undrawn central revolving credit facihity of €58 0 milliocn
at 30 December 2011 This gives the Group the scope to fund
future property investments as opportunities anse

At an associate and Joint venture level debt has been raised
from a varnety of sources with a spread of maturities to
rmitigate refinancing risk as set cut 1n the debt matunty
analysis chart Debt held in associates and joint ventures 1s
non-recourse to the Group

Gowng concem

As stated innote 1 to the consohdated financial statements,
the directors are satisfied that the Group has sufficient
resources to continue in operation for the foreseeable future a
penod of not less than 12 menths from the date of this report
Accordingly they continue to adopt the going concern basis in
preparing the consohidated financial statements

Charles Staveley
Group Finance Director
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There are a number of risks and uncertainties which could have a matenal impact on the Group s future performance and could cause
actual results to differ matenally from expected and histoncal results References to “the Group™ include the funds and joint ventures
n which Capital & Regional has an interest The Group carrnies out a regular review of the major nisks it faces and monitors the contrels
that have been put in place to mitigate them Property nsks are also monitored at various levels within dwisianat management

Risk

Impact

Mitigation

Property nsks

Property imvesiment market risks

+ Weak economic conditions and poar
sentiment in commercial real estate
markets teading to low investor demand
and market pricing correction

+ Small changes in property market yields

have a significant effect on the value of
the properties owned by the Group
Impact of leverage could magnify the
effect on the Group s net assets

Geographical and sector diversification
of investments

Momtonng of indicaiors of market
direction and pursuit of opportunistic
asset sales in those schemes and
locations most likely to suffer adverse
impact

Review of debt levels and consideration
of strateges to reduce 1f relevant

Impact of the economic environment (tenant risks)

Tenant inselvency or distress
Prolonged downturn in tenant demand
and pressure on rent levels

- Tenant failures and reduced tenant
demand could adversely affect rental
ncome revenues lease mcentive costs
void costs avatlable cash and the value
of properties owned by the Group

.

Large diversified tenant base

Review of tenant covenants before new
leases signed

Long termleases and active credit
control process

Good relationships with and active
management of tenants

void management though temporary
lettings and other mitigation strategles

Threat frorm the internet

+ The trend towards online shopping may
adversely impact consumer footfall In
shopping centres

+ A change n consumer shopping habits
towards online purchasing and delivery
may reduce foolfall and therefore
potentially reduce tenant demand for
space and the levels of rents which can
be acheved

.

Strong location and dorminance of
shopping centres {predominantly South
East England)

Strength of the community shopping
experience

Increasingly retailers within our
shopping centres use stores as collection
points for purchases made by consumers
onhne

Monitoring of footfall for evidence of
faling visitars to shopping centres
(increased footfail recorded in 2011}
Monitoring of retail trends and shopping
behaviour

Molnle smart phone marketing initiatives

Valuation nsks

+ Inthe absence of relevant transactional
evidence valuations can be inherently
subjective leading to a degree of
uncertainty

+ Stated property valuations may not
reflect the price received on sale

Use of expenenced external valuers
Rotation of valuers

valuationsieviewed by internal valuation
experts
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Principal risks and uncertainties continued

Risk Impact

Mitigation

Property management income risks

+ Feencome although largely fixed may -«
still fall based on value of property under
management

+ Contracts allow for terrmnation under
certamn circurnstances which are largely
outside management s control

Changes in property values sales of
properties or other events not wholly
under management s control could

result in a reduction in or the loss of

property management income

Momitoring of comphance with terms of
contracts

+ Close dialogue with other imvestors and
stakeholders
Diversification of source of management
income
Contracts have now been largely
renegotiated to fix iIncome

+ Reduchion of cost base as fee income
falls to mitigate loss

Nature of investments and relationships with key business partners

+ The rmarket for the Group s investments +
can be relatively ilhquid
Restrictions on ability to exercise full
control over underlying mvestments n
joint ventures or fund structures

Inablity to sell iInvestments or fully
control exit/asset sale strategies could
result In investments in associates and
joint ventures not being realisable at

reporied values

Close dialogue with other investors and
stakeholders to align strategies and
increase nfluence over the direction of
Investments

- Exercise of sigmficant influence over
associates and joint ventures through
representation on management beards

Fundwng and treasury risks

Liguidity and funding

+ Inabihty to fund the business or to .
refinance existing debt on economic
terms when needed

[nability to meet financial obligations
{interest lcan repayments expenses

dividends) when due

Limitation on financial and operational

fleximlity

Cost of financing could be prohibitive

- Capual raising debt refinancing and
asset sates at both Group and fund
levels have improved hguidity position
reduced the potential impact of falls

1n property values and positioned the
Group to respond quickly to the turming
pont in the cycle

Ensuring that there are signitficant
undrawn facihties

Option of further asset sales \f necessary
Efficient treasury management and
reqguiar proactive reporting of current
and projected position to the board to
ensure debt matunties are dealt with in
good lime

Covenant compliance nisks

+ Breach of any of loan covenants causing

default on debt and possible acceterated  demand for immediate repayment of

matunty

Unremedied breaches can trigger

loan

Reqular monitoring and projections
of hquidity, geaning and covenant
compliance

+ Review of future cash flows and
predicted valuations o ensure sufficient
headroom
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Risk Impact Mitigation
Foreign exchange exposure risks
+ Fluctuations in the exchange rate Adverse wnpact on sterling valuation Exposure minumhsed by funding the
between sterling and the euro inrespect  of investments and income flows, and German investment through euro =
of the Group s German jownt venture losses as a result of the Group having denominated borrowings and hedging g
Uncertanty over the Eurozone and the not or nat effectively hedged uts nsk a large proportion of the remaimng g
future of the Euro currency invesiment through denvatives
+ Regular monitoring of the effectiveness
of hedging and performance of denvative
coniracis
Interest rate exposure nisks
+ Exposure to nising or falling interest rates- If interest rates nse and are unhedged Reqular monitoring of the perforrmance
the cost of debt faciities can rnise and of derwatwe contracts and corrective 2
ICR covenants could be broken action taken where necessary z
+ Hedging transactions used by the Group + Use of alternative hedges such as caps &
to minimise interest rate risk may it ﬁ
gans, result in losses or have other %
adverse consequences @
Other nsks
Tax and regulation risks
+ Exposure to changes in tax legisiation or - Tax related liabihties and other losses - Expert adwice taken on tax positions and
the interpretatian of tax legislation and could anse other regulations
property related regulations + Mawntenance of a regular dialogue with et
+ Potential exposure to tax habthties the tax authonties E
In respect of previous transactions §
undertaken where the tax autherities 3
disagree with the tax treatment adopted %
Loss of key management g
+ Dependence of the Group s business + Loss of key indwiduals or aninabihty + Key management are paid market é
on the skalls of a small number of key to attract new employees with the salanes and offered competitive
individuals appropnate expertise could reduce the incentive packages to ensure thew
effectiveness with which the Group retention
conducts 1ts business = Succession planming for key positions s
undertaken "
- Performance evaluation training and ;E)
development programmes are In place E
to maintain and enhance the quahty of =
staff -z
o
=
The risks noted above do not compnse all those potentially faced by the Group and are not intended to be presented in any order g
[V

of pniority Additional risks and uncertamnties currently unknown to the Group or which the Group currently deems immatenal,
may also have an adverse effect on the financial condition or business of the Group 1n the future These 1ssues are kept under
constant review to allow the Group to react in an appropnate and timely manner to help mitigate the impact of such risks

Other Information
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Significant contracts or arrangements

The Company 15 tequired to disclose any contractual or other arrangements which 1t considers are essential to 1ts business

+ The asset and property management agreements in relation to The Mall and The Junction are considered to be essential for
the Company because of the fee incorne they generate for the Company s subsidiary CRPM and the sigmficant influence they
allow the Group to assert over the investrnents The asset and property management agreements for X-Leisure and the German
portfoho are also considered to be essential for the Company because of the fee income they generate for the Company s
X-Leisure Limited jont venture and Gangal associate and the significant influence they allow the Group to assert over the
investments

+ The Bank of Scotland £58 0 million central credit facthty which1s currently undrawn but provides the Group with liquidity
+ The Company also acts as a quarantor of the Great Northern and Hemel Hempstead loans and the Group s central credit facility

Certam of these agreements can be terminated 1n the event of a change of control of the Company as disclosed in the Directors
report
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Hugh Scott-Barrett
Chief Executive, 53

Hugh has been Chief Executive since Apnl
2008 He was previously a member of ABN
AMRO s managing board and served as Chief
Qperating Officer between 2003 and 2005 and
Chief Financial Officer from 2006 to July 2007
Hugh brings aver 25 years banking expetience
hawing also worked at SBC Warburg and
Kiemwort Benson prior to joining ABN AMRO
He was educated both in Paris and at Oxford
University  Hugh 15 a non-executive director of
GAM Holding AG a Swiss asset rmanagement
company and a non executive director of The
Goodwood Estate Company Limited

Charles Staveley
Group Finance thrector, 48

Charles was appomnted to the Board as

Group Finance Direcior 1n October 2008 He
qualhfied as a Chartered Accountant with
Arthur Andersen and has additional tax and
treasury qualifications Befare jeining the
Group he was Head of Tax and Treasury at Colt
Telecormnmunicaiions pror to which he held
roles wath vanous other compames including
De L& Rue ple Textron Inc and Novar ple

Kenneth Ford
Executive Director, 58

Ken has been a director of Capital & Regional
since 1997 Ken s responsible for the
development of new business initiatives

the Xscape Brashead joint venture and the
wholly owned Hemel Hempstead property and
1s responsible for the oversight of the Group s
shapming centre and retail park portfolios He
has been involved n commercial property for
over 30 years

John Clare
Chairman, 61

Chairman of Normunation Committee

John was Group Chief Executive of Dixons
Group plc between 1993 and 2007 and a non-
executive Director of Hammerson plc between
1988 and 2009 He s currently Chairman of
Comet Group Limited and & non-executive
director of the Department of Work and
Pensions John was appointed as a director and
Charman of the Company in 2010

Xavier Pullen
Executive Director, 60

Member of Responsible Business Commuttee

Xawier has been involved in the property
industry for over 30 years and was a founder
director of the Companyn 1979 Xawier 15
responsible for supervising the German jount
venture the Group s trade park portfolio and
the wholly owned Great Northern property

Neno Haasbroek
Non-Executive, 57

Neno was a co founder and director of Attfund
Limited {ane of the largest private property
nvestment companies in South Afnica) until
the company was restructured and sold to
Hyprop Investments Limited (a company lhisted
on the Johannesburg Stock Exchange 1n South
Afnca) on 1 September 2011 He1s a director
of the Parkdev Group of Compames and serves
on the board of a number of other companies
including The Karoe Investment Fund He

has a BSc Bullding Science degree from the
University cf Pretonia and an MBA from the
Unmwversity of the Witwatersrand Neno was
appainted a director of the Company in 2009
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Board of directors continued

Philip Newton
Non-Executive, 63

Senior Independent Duector Chatrrman of
Remunaeration and Responsible Business
Commmuttees and member of Audit Committee

Philip 15 the former CEQ of Merchant Retanl
Group plc owners of The Perfurme Shop a

150 store chain that he developed fram tts
begqinmings He is Chawrrnan of Windsor Vehicle
Leasing Limited a vehicle finance and flaet
management company His early career was
1n the District Valuer s Office and then the
property development industry Philip was
appownied as a director of the Company in
2006

Manjit Wolstenholme
Non-Executive, 47

Chairman of Audit Commuttee and member of
Rermuneration and Nomination Commuttees

Atter quabfying as a Chartered Accountant
with Coopers & Lybrand Manjit spent 13 years
at Dresdner Klemwort Wasserstein latterly as
co-Head of Investment Banking where she
was responsible for managing the dvision

as well as advising chients on a wide range

of transactions She s also a non executive
director of Provident Financial plc Albany
Investment Trust Future plc Unite Group pl¢
and non executive governor of Manchester
Acaderic Health & Science Centre  Manjit
was appointed as a director of the Company
\n 2006

Louis Norval
Non-Executive, 56

Lowts was a co founder Executive Chairman
and Chief Executive of Attfund Limited jone

of the largest private property investment
compames in South Afnca) until the company
was restructured and sold 1o Hyprop
Investments Limited (a company listed on the
Jehannesburg Stock Exchange n South Africa)
on 1 Septemnber 2011 He was appownted a
non execute director on the board of Hyprop
Investments Lirmited Lows 1s also Managng
Director of the Parkdev Group of Compames
and serves on the board of a number of other
companies He graduated in BSc¢ (QS) (with
distinction) from the Umversity of Pretona
Lows was appointed a director of the Company
11 2009

Tony Hales
Non-Execubive, 63

Member of Audit Remuneration and
Nomunation Commitiees

Tony 15 currently Chairman of Bntish
Waterways Semor Independent Director of
International Personal Finance plec and chairs
NAAF| Pension Fund Trustees Tonywas
previously Chuef Executive of Allied Domecq
plc and a Non-Executive Director of HSBC Bank
plc as well as Chairman of Workspace Group
plc, the leading provider of space to small and
mediurn-sized enterpnses across London since
2002 Tony was appotnted as director of the
Company 1n 2011
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Introduction
The directors present their report together with the audited
financial statements for the year ended 30 December 2011

Results and proposed dividends
The consolidated income statement shows a profit on ordinary
actwities after taxation of £21 1 mullion (2010 £44 4 miihion}

The directors are not recommending the pagment of a finat
dividend meaming that no dwidend will be payable for the

full year The duectors are commutted to resuming dividends
when it 1s prudent to do so The current dividend policy links
future payments to the Group s cash generating ab:hity and will
normally be restricted to not more than 50% of operating cash
flow less interest and tax to comply with the undertakings given
for the Group s banking arrangements The directors intend to
review this poltcy duning the course of the year by which time
progress in creating iquadity within the Group s investments in
the funds and joint ventures should be further advanced

Principal activities, trading review and future
developments

The pnincipal activity of the Group s that of a specialist
propetty company focusing on retail investments in the UK
and Germany The Group uses IN-house asset and property
management teams to maxirmise the value from the properties
for investors and tenants The Group has two Investments in
well established UK retail funds a joint venture with a German
retail property portfolio and a number of interests n leisure
and trade park properties

A review of the activities and prospects of the Group 1s given
in the Chairman s statement, the operating review and the
financial review

Business review

The wnformation that fulfils the requirements of the business
revtew including key performance indicators can be found

n the operating review and the financial review which are
incorporated in this report by reference

Events after the reporting pencd are set out 1n note 36 to the
financial statements

More detail on the financial nsks facing the Group 1s set out in
note 24 to the inancial statements

The purpose of this annual report 1s to provide information

to the members of the Company The annual report contains
certain forward-loaking statements with respect to the
operations performance and financial condition of the
Group By thewr nature these stalements involve uncertainty

since future events and circumstances can cause results and
developments to differ matenally from those anticipated The
forward-looking statements reflect knowledge and information
available at the date of preparation of this annual report and
the Group undertakes no obhgation to update them Nothing in
this annual report should be construed as a profit forecast

Directors

The directors of the Company duning the penod were

H Scott-Barrett 1 Clare, K Ford NHaashroek P Newton

L Norval X Pullen C Staveley M Wolstenholme T Hales
(appointed 1 August 2011) and P Stobart {retired 31 October
2011

in connection with the Parkdev Investors acquisition of
Parkdev Firm Placed Shares and pursuant to the Relationship
Agreernent that the Parkdev Investors and the Company
entered into in 2009 the Company agreed upan request to
appoint two non-executive directors norminated by Parkdey
to the Board for so long as the Parkdev Investors own 20%

or more of the 1ssued ordinary share capital in the Company
and one non-executive director to the Board if the Parkdev
Investors own less than 20%, but not less than 15% of the
issued ordinary share capital in the Cornpany L Norval and N
Haasbroek are Parkdev nominated non-executive directors

In accordance with the Articles of Assoctation X Pullen K Ford
and P Newton will retire from the Board by rotation and offer
themselves for re-election T Hales who having been appointed
by the Board would vacate office at the conclusion of the AGM
also offers hirnself for re-election

The Company maintains nsurance for the directors in respect
of habihities arising from the performance of their duties

Directors’ interests

The directors and where relevant their connected persons
fwithin the meaning of Section 252 of the Companies Act
2006) are interested i 106 242 463 1ssued shares representing
30 3% of thessued ordinary share capital of the Company as
detailed 0 the directors remuneration report

There were no contracts of sigmficance subsisting during or

at the end of the year in which a director of the Company was
matenaily interested No director had a matenal interest in the
share capital of other Group companies during the year
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Directors’ report continued

Substantial shareholdings

In addition to the interests of the directors, the Company has
been notified pursuant to Section DTRS of the FSA Disclosure
& Transparency Rules of the following notifiable interests in its
1ssued ordinary share capital at 29 February 2012 (the latest
practicable date prior to the 1ssue of this report)

Number of

shares %
Parkdey International Asset
Managers 81312 484 2319
Laxey Partners 34 261 291 977
Standard Life Investments 32 247 432 920
Morgan Stanley Investment
Management 28111873 802
Pinelake International 18 924 243 540
APG Asset Management 15820 147 451
Legal & General Investment
Management 12783733 365

Capital structure

The Company has one class of ordinary shares of 1 pence each
with equal voting nghts  In addition, the trustees of the Long
Term Incentive Share Scheme have the nght to vote on behalf
of the Group s employees Further information is given in notes
25 and 26 to the finanaial statements

The Group has agreements in place whach alter upon a change
of control of the Company as follows

+ The X-Lewsure Luimited asset management agreement with
X-Letsure can be terminated by the fund partnership if there
1s a change of control where the beneficial interest 1n more
than 50% of the 1ssued share capital of X-Leisure Limited
ceases to be held by a member of the Group and/or AREA

« The £58 million core revolving credit facility can be called
in1f there 1s a change of control of the Company which 1s
defined to be exther 50% of 1ts 15sued share capital being
held by or on behalf of a single entity or group or 30% of
the 1ssued share capital being held by or on behalf of a
sngle entity o1 group and more than 50% of the directors
immediately following the completion of the Group s capital
raising in September 2009 gncluding the two dwectors
appownted by Parkdev) ceasing to be directors or to
constitute 50% of the board if thus occurs the bank has the
right to repayment of the loan

- In addition certain taxes could be potentially levied and
certain tax losses could be lost 1n some circumstances where
there are varying degrees of change of ownership of the
Group s shares

Currently The Mall has the night to remove CRPM as asset
and property manager of the fund if there 15 a change of
control of Capital & Regional plc The Mall General Partner
board has discretion on the removal of this provision once
the Mall Bond Secunty Trustee has 1ssued final confirmation
of the fee arrangements Discussions are ongoing with The
Mall General Partner board related to the circumstances in
which they would exercise thewr discretion on this provision

Use of financial derivatives
The use of fimancial dervatives 1s set out in note 24 to the
financial statements

Chantable donations

The main thrust of chantable support 1s at local level through
the Group s associates and joint ventures At Group level small
donations have been made dunng the year totalling £10 818
(2010 £2 260)

Political donations
The Group made no pohitical donations duning the year {2010
£mil}

Payment of supphiers

The policy of the Group 15 to settle supplier invoices within

the terms of trade agreed with indwdual supphers Where

no specfic terms have been agreed the Group endeavours to
make payment within one month of the receipt of the goods or
service Al the year end, the Group had an average of 20 days
(2010 30 days) purchases outstanding

Purchase of own shares

At the balance sheet date, the Company had authonty to
purchase 10 0% of the 1ssued share capital and this authonity
will be renewed at 10 0%

Shares acquired during the year

The Capital & Regional Employee Share Ownership Trust did not
acquite any sharesin 2011 {2010 ml) Details are set out in
note 27 to the financial statements

Compliance with UK Corporate Governance Code

A statement on carporate governance s set out in the corporate
governance report which s incorporated in this report by
reference

Responsible business

The responsible business statement 1s set ouet 1n the responsible
business report on pages 45 to 55 which s incorporated 1n this
report by reference
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Employees

The Group 15 committed o a policy that treats all of its
employees and job applicants equally No employee or
potential employee recewves less favourable treatment

or constderation on the grounds of race colour religion
nationality ethnmic ongin sex sexual orientation mantat

status or disability Nor1s any employee or potential
employee disadvantaged by any conditions of employment or
requirernents of the Group that cannot be justified as necessary
on operational grounds

During the year the Group mantamed arrangements to
provide employees with information on matters of concern

to them to reqularly consult employees for views on matters
affecting them to encourage employee involvement in the
Group s performance through share schemes and to make all
employees aware of financial and economic factors affecting
the performance of the Group

Stakeholder pensions

As a result of the Government s introduction of stakeholder
pensions in Apnl 2001 employers must prowvide their
employees with access to a stakeholder pension scheme The
Group appointed consultants who put such a scheme in place,
and also nominated a stakeholder pension provider at that
time Employees have been able to join this scheme since May
2001

Registeved office
The Company s reqistered office address 1s 52 Grosvenor
Gardens London SW1W 0AU

Auditor information
Each of the persons who 15 a director at the date of approval of
this annual report confirms that

+ Sp far as the director 15 aware there 15 no relevant audit
information of which the Company s auditor 1s unaware and
+ The director has taken all the steps that he/she ought to have
taken as a director in order 1o make mmself/herseli aware
of any relevant audit information and to establish that the
Company s auditor 15 aware of that information

This confirmation i1s given and should be interpreted in
accordance with the provisions of 5418 of the Compames
Act 2006

By order of the Board _ .
T = Dgen
Falgum Desa

Company Secretary

6 March 2012
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Statement of directors’ responsibilities

The directors are responsible for prepaning the Annual Report
and the finangial staterments in accordance with applicable law
and requlations

Company law requires the directers {o prepare financial
statements for each financial year Under that law the directors
are required to prepare the Group financial statements in
accerdance with Intermational Financial Reporting Standards
{IFRSs) as adopted by the European Umnon and Article 4 of

the 1AS Requlation and have elected to prepare the parent
company financial statements in accordance with Urited
Kingdom Generatly Accepted Accounting Practice {United
Kingdom Accounting Standards and applicable law} Under
company law the directors must not approve the financial
statements unless they are satisfied that they qive a true and
fair view of the state of affaurs of the Company and of the profit
or loss of the Company for that penod

In preparing the parent company financial staternents the
directors are required to

select suitable accounting policies and then apply them
consistently

+ make judgements and accounting estimates that are
reasonable and prudent

+ state whether applicable UK Accounting Standards have been
followed subject to any matenal departures disclosed and
explained in the financal statements, and

+ prepare the financial statements on the going concern basis
unless it 1s imappropriate to presume that the Company will
continue 1n business

In preparing the Group financial statements International
Accounting Standard 1 requires that directors

+ properly select and apply accounting policies

+ present information including accounting pelicies n a
manner that provides relevant rehiable comparable and
understandable mformation

provide additional disclosures when compliance with the
specific requitements in IFRSs are insufficient to enable
users to understand the \mpact of particutar transactions
other events and conditions on the entity s financial position
and finanaial performance and

make an assessment of the Group s ability to continue as a
going concern

The directors are responsible for keeping adequate accounting
records that are sufficient te show and explain the company s
transactions and disclose with reasonable accuracy at any
time the financial position of the company and enable

themn to ensure that the financial statements comnply with

the Companies Act 2006 They are also respensible for
safeguarding the assets of the company and hence for taking
reasonable steps for the prevention and detection of fraud and
other irregulanties

The directors are responsible for the maintenance and integnity
of the corporate and financial information included on the
Group s website Leqgislation m the United Kingdom goverming
the preparation and dissemination of financial statements may
differ from legislation in cther junsdictions

Directors’ responsibility statement
We confirm that to the best of our knowledge

+ the financial statements prepared in accordance with the
relevant financial reporting framework gwe a true and farr
view of the assets llabilities financial position and profit or
loss of the Company and the undertakings included in the
consohdation taken as a whole and

+ the Operating Review and Financial Review which are
ncorporated by reference into the directors report
ncludes a farr review of the development and perfermance
of the business and the pasition of the Company and the
undertakings mcluded i the consolidation taken as a
whole together with a description of the principal nisks and
uncertainties that they face

On behalf of the Board

Hugh Scott-Barrett
Chief Executive

Charles Staveley (" KS
Group Finance Birector \7\"6}5

@\Q‘( N S R o g

6 March 2012




capreg com
Stock Code CAL

Directors’ remuneration report

Unaudited information

Remuneration Commttee

The Company has a Remuneration Commuttee (“the Commmttee”) appointed by the Board consisting entirely of non-executive directors
which 1s constituted in accordance with the recommendation of the UK Corporate Governance Code P Newton acted as Chairman, with M
Wolstenholme and P Stobart {retred 31 October 201 1) the other members of the Comimuttee On 6 March 2012 T Hales was appointed as
a member of the Committee The terms of reference of the Remuneration Commitiee are available for inspection on the Group s website

The Comrmttee 1s responsibte for setting the remuneration policy for the executive directors and semor employees The Committee
deterrmines the terms of the service agreements, salaries and discretionary bonus payments as well as deciding on the awards to
be made to all partictpants in the Group s share schemes Advice from independent external advisers 1s obtained when required
and no independent advice was requited during the year

Remuneration policy
The Commttee seeks 1o ensure that the total remuneration received by the executve directors under their contractsis
competitive within the property tndustry and will motivate them to perform at the highest level

In order to align the nterests of executive directors with the interests of shareholders a significant proportion of directors remuneration
15 performance related through the use of annual bonus and incentive schemes Performance related payments are deferred to axd
retention but are uncapped in line with practice in the private equity and property fund management industry  [n additien the
Commuttee aims to achieve an appropnate balance beiween directors remuneraticn packages and those of ather key management

Basic salanes

The Committee s policy 15 to set the basic salanes of executive directors at levels which reflect their roles experience and the
practices in the employment market The basic salaries have been set in the past with reference to the FTSE 350 Real Estate
comparative greup and this will be reviewed by the Committee on an ongoing basis

From 1 January 2010 the executive directors voluntarily reduced thewr annual salarnies for two years whilst the Group went through
a period of strengthening the balance sheet and refocusing the business

with effect from 1 January 2311 The Committee approved a 4 4% nflationary salary increase for the executive directors The
salary increase was applied to the reduced level of salaries

Following expiry of the two year voluntary reduction in executive director salanes on 1 January 2012 the Committee considered
1t was appropnate to cenduct a review of executive director salanes This review used external benchmarking data to ensure that
execulive director salanes are in ine with current market rates for sirmilar sized histed property compames and director experience

The executive directors annual salartes are shown below

Compound
growth* 2012 2011 2010 2009 2008
% £000 £000 £000 £000 £000

Executive directors

H Scott-Barrett 27 400 313 300 340 360
X Pullen 0s 295 209 200 262 289
C Staveley 19 280 261 250 260 260
K Ford 14 295 261 250 282 279

* Compound growth per annum from 2008 to 2012 tn executive directors annual salanes

Annual bonus scheme

The Committee may award cash bonuses to executive directors up to 100% of salary based on the Committee s independent
assessment of the Group s financiat performance durning the year and the indwidual contribution made by each executive director
Indmidual contnbutions are assessed on financial results (performance against plan on net asset value and recurring profitabity)
business buillding (success in growing the business), leadership and team building Based on the Committee s assessment of the
2011 business performance compared to the agreed financial plan and objectives, the executive directors have been awarded a
total annual cash bonus of £0 6 milhon for 2011 The total annual bonus amount 1s disclosed on page 39
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Directors’ remuneration report continued

Incentive schemes
The Group had four incentive schemes under which awards
subsisted during the year

+ The Long Term Incentive Plan {the “2008 LTIP?)
- The Save As You Farn Plan (the "SAYE Scheme™)

+ Matching Share Agreement for H Scott-Barrett (the “Matching
Share Agreemnent”}

+ The Co-Investment Plan (the COIP7}

A surnmary of the principal features of the 2008 LTIP the
SAYE Scheme and the COIP s set out under “Audited
information” below

Matching Share Agreement for H Scott-Barrett

As part of the negotiation to secure his appeintment and alse
to demonstrate his commitment to the Group H Scott-Barrett
agreed to purchase shares 1n the Company on condition that
he was provided with certain matching shares Accordingly

H Scott-Barrett was granted an award of matching shares in
accordance with Rule 9 4 2 of the Listing Rules The pnincipal
terms of the incentive arrangement are set out below

The Matching Share Agreement was entered into by the trustee
of the Capital & Regional plc Employee Share Ownership Trust
2002 (the “Trustee”) and H Scott-Barrett on 9 March 2008
Under the Matching Share Agreement H Scott-Barrett agreed to
acquire between 100 000 and 200 000 shares in the Company
{"Acquired Shares”) within 30 days of the announcement of

the Group s results for the period ended 30 December 2007 H
Scott-Barreit acquired 150 000 shares on 11 March 2008

For every Acquired Share the Trustee agreed to provide a
maximum of three matching shares (“Matching Shares”) at the
end of a three year vesting pented (the "Vesting Penod”)

as follows

one share in the Company without a performance condition
("Match 1) plus

- up to one further share in the Company subject to a
performance condition (“Match 27 plus

+ up to one further share in the Company subject to a tougher
performance condition {"Match 37}

H Scott-Barrett has since waived his entitlement to any awards
under Match 2 and Match 3 Following the Group s capital
raise 1 September 2009 the shares subject to the Matching

Share Agreement were adjusted by the same factor used in the
rebasing of the SAYE Scheme The award under Match 1 after
adjustment was 302 055 shares

The award under Match 1 vested on 11 March 2011 and
302 055 Matching Shares were transferred to H Scott-Barrett

Penswon arrangements

The Group makes contnbutions at proportional rates to basic
salary to defined contribution pension schernes of each
executive director s choice except in the case of X Pullen where
a salary supplement of £51 773 was paid in lieu of pension
contnbutions

Other benefits
Benefits consist of private medical insurance cover permanent
health insurance cover critical illness cover and hife cover

Service contracts

Each of the present executive directors has a rolling service
agreemnent which can be terminated on one year s notice by
elther party In the event of early termimation of an executive
director s agreement the Committee will determine the
amount of compensation (if any) to be pard by reference to the
crrcumstances of the case at the ime Itis the Committee s
pelicy net to reward poer performance and to take account of
the executive director s duty te rmitigate loss The dates of the
executive directors service agreements are as follows

H Scott-Barrett 9 March 2008

X Pullen 28 October 1993
K Ford 17 May 1996
C Staveley 1 October 2008

The Group allows executive ditectors to take up external
positions outside the Group providing they do not invoive
a signmficant commitment and do not cause conflict with
their duties to the Group Dwrectors are allowed to retain all
retnuneration ansing from any external position

X Pullen s a non-executive director for Brandeaux a privately
owned fund management group H Scott-Barrett 15 a non-
executive direcior of GAM Holding AG a leading Swiss asset
management company and a non-executive director of

The Goodwood Estate Company Limited The Group does

not consider that these appointments involve sigmficant
commitment or that the roles conflict with their duties to the
Group Anyearmings recewved from the appointments are kept
by the individuals concerned and have not been disclosed to
the Group
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Chairrman and non-executive directors

Each non-executive director will receve fees of £40 000

per annum n 2012 compared to £36 000 per annum n
2009 From 1 January 2010 the non-executive directors
volunianly reduced their annual salartes for two years The
Sentor Independent Director and Chawmen of the Audit and
Remuneration Committees will recewve an additional fee of
£5,000 per annum The Chairman will receive a total fee of
£125,000 per annum

The non-executive directors are not entitled to bonuses
benefits pension centributions or to participate 1n any
incentive schemes

Their remuneration comprises a standard director s fee

and a fee where relevant for additional responsibilities

The ramuneration pravided takes nto account the tevel of
responsibility expenence and abilities required and the
marketplace for sirmilar positions 10 comparable compames  In
cartamn circumstances 1f theres a requirement for extra work
to be carned out by a non-executive director an additional fee
15 pawd by the Group to that director from time to time Details
of the non-executive directors {ees are set out under Audited
informatbion below

Nene of the non-executive directors has a service agreement
and they are all appointed for three-year fixed terms

Performance graph

The graph below s prepared im accordance with the Directors
Remuneration Report Regulations 2002 and 1llustrates the
Company s performance compared to a broad equity market
index The Group uses The Thomson Reuters Datastream Real
Estate Index Performance 1s measured by total shareholder
return (share price growth plus dividends paud)

Audited information

2008 LTIP

The 2008 LTIP was set up to replace the 2002 LTIP but no
awards were made under this scheme in 2008 or 2009 The
rules of the 2008 LTIP onginally permitted awards of up to
150% of salary on an annual basis (up to 200% n exceptional
circumstances) but were amended in 2010 to allow one-off
awards to be made up to 360% of salary The Remuneration
Committee made one-off awards to the executive directors
during 2010 covering the three-year penod 2010 to

2012 to address the need for management retention and
ncentivisation, whilst also reflecting the turnaround through
which semigr management were leading the Company

On 14 June 2010 the Trustees of the LTIP granted awards to the
following executive directors

Drrector Shares awarded
H Sscett-Barrett 3000 000
K Ford 2000 000
X Pullen 2 000 000
C Staveley 2000 000

The awards under the LTIP were based on achieving Total
Shareholder Return (*TSR7} targets over a three-year period
based on the average TSR over a 30 day penod prior to the date
of award and date of vesting The targets and vesting levels are

Percentage of
Growth in TSR over penod award vesting

Under 12% per annum Nil
12% per annum 20%
Between 12% and 40% per annum Pro-rata between

20% and 100%
4£0% per annum ar above 100%

Only 50% of the vested award will be capable of exercise at the
end of the three year perfarmance penod with the remaining
50% deferred for a further twelve menths in order to provide a
further “lock-in" for participants
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Directors’ remuneration report continued

SAYE Scheme

Employee ehgibility

Generally all UK resident and ordinarily resident employees
and executive directors of a participating company {(who in

the case of directors are contracted to work at least 25 hours
per week for the Group) are eligible to partrcipate 1n an SAYE
scheme The Grantor will have the discretion to set a minimum
service requirement of up to five years in order for an employee
or executive director to be eligible to participate m a particular
offer under the SAYE Scheme All executive directors have
waived their right to participate in the SAYE Scheme

Savings contract

When an employee accepts an invitation to participate 10 an
1ssue of SAYE Scheme options he will be required to enter into
a savings contract for a period of 3 or 5 years under which

he must save between £5 and €250 per month (or such other
mimmum or maximurm amount determined by the directors
and perrmitted by legislation) The €250 hmtt 15 reduced by
any other savings contract linked to this or any other savings
related share option scheme These contnbutions will be
deducted from the employee s salary If the participant ceases
to make contributions before the third or fifth anmwversary of
the comrencement of the savings cantract the option will
lapse except in the case of a deferral of contributions for a
period of up to six months

Exercise price

The option exercise price shall be deterriined by the directors
and will be not less than 80% of the market value of a share
on the dealing day or the average of up to five dealing days
wnmediately prior to the date of invitation {or n the case of
an option where the Group has determined that the option
exercise will be satisfied by the issue of shares directly to

the participant the exercise pnce shall not be less than the
nominal value of a share, 1f higher)

Exercise of options

Dunng the penod of six months following the end of the savings
contract the participant may exercise his option to acquire at
the exercise pnce ordinary shares up to the total value of his
monthly savings contributions (plus any bonus or interest paid
thereon where appropnate) Alternatively the participant may
withdraw his contnbutions and any bonus or interest

On 1 February 2012 the first ivitation made 1n 2008 matured
and participants are eligible to exercise their options for up to
six months from this date

Termination of employment

If a participant ceases to be employed witmn the Group duning
the savings period his ophion will lapse except where cessation
1s due to death injury disability, redundancy or retirement

or as a result of the company or the part of the business by
which the participant was employed ceasing to be a member
or part of the Greup 1n which case the participant will be able
to exercise his option within 6 months {or 12 months in the
case of his personal representatives after death) from the date
of cessation of employment but only to the extent of his total
savings plus any interest or bonus accrued

Takeover reconstruction or winding up

In the event of a takeover reconstruction amalgamation

or voluntary winding up of the Company during the savings
penod participants may exercise options early and within

a specified penod to the extent of their total savings plus
any interest or bonus accrued to the date of exercise If the
acquirning company agrees, the option may be exchanged for
an option over shares in the acquinng company

[nvitations

The SAYE schermne was set up tn 2008 when employees were
invited to participate n the scheme No invitations were made
In 2009 or 2010 but a new invitation under this scheme was
made to ehigible employees in 2011

colp

The COIP was designed to be operated \n conjunction with the
Group s annual bonus arrangements with the Remuneration
Committee inviting certain key employees to acquire shares in
the Company from a proportion of their net (post tax) annual
bonus and todge such shares for the purposes of the COIP (the
“Lodged Shares”)

Participants recewved an award (the “COIP Award") enabling
themn to acquire additional matching shares at the end

of a performance period based on the number of Lodged
Shares which had been acquired subject tc the satisfaction
of performance conditions and continued employment

The number of matching shares which were awarded to a
participant was limited to two shares for every one Lodged
Share for exacutive directors and one share for every one
Lodged Share for other employees

COIP Awards were subject to the following performance targets
hased on Total Sharehaotder Return (TSR) and no re-testing of
the performance critena can occur The award had two parts
each giving a 2 1 maich for executive directors and a 1 1 match
for other participants
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+ 100% of the first half of the matching award to vest for
upper quartile performance when the Company s TSR was
compared to the TSR of the constituent companies of the
FTSE Real Estate secter, with only 20% of this part of the
award vesting for median performance Nothing to vest if
performance was below this level Stratght line vesting would
occur between median and upper quartile None of this part
of the award to vest 1f the Company s absolute TSR was less
than 8% per annum over the Vesting Penod

+ 100% of the second half of the matching award to vest for
upper decile performance when the Company s TSR was
compared to the TSR of the constituent compantes of the
FTSE Real Estate sector, with no part of this award vesting if
performance was below this level None of this part of the
award to vest \f the Company s absolute TSR was less than
15% per annum over the Vesting Penod

Dhwrectors’ emoluments

The Lodged Shares are owned by the participants and cannot
be forfeited by participants regardless of performance Any
ncreases or decreases in the vatue of the Lodged Shares will
therefgre be receved or borne by the participants who shall be
ertitied to exercise the voting power attaching to those shares
and shall be entitled to receive ddends

Awards under the COIP were outstanding to the following
executive directors as at 30 December 2011

Shares Maxuimum
Durector Purchased Matching Award
K Ford 125000 503 425
X Pullen 100 000 402,740
C staveley 25000 100 685

No further COIP awards have been made since 2008 and the
Rernuneration Commttee has agreed that no new COIP awards
will be made in the near future On 31 December 2011 the 2008
COIP award lapsed as the performance critena were not met

Salary 2011 2010
and fees Bonus Benefits Pension Total Total
£000 £000 £000 £000 £000 £000
Executive directors
H Scott-Barrett 313 220 3 - 536 302
K Ford 261 165 3 42 471 295
X Pullen 209 86 3 52 350 254
C Staveley 261 165 2 39 467 291
Non-executive directors
] Clare 125 - - - 125 63
N Haasbroek 33 - - - 33 33
P Newton 39 - - - 39 39
L Norval 33 - - - 33 33
M Wolstenholme 39 - - - 39 39
T Hales? 16 - - - 16 -
Previous non-executive directors
P Stobart* 33 - - - i3 39
T Chandos - - - - - 51
A Coppin - - - - - 29
Total 1362 636 11 133 2,142 1468

* Retwred from the beard durning the year
T Appownted to the board dunng the year
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Directors’ remuneration report continued

Interests in shares

The directors and where relevant their connected persons
{(within the meaning of Section 252 of the Compames Act 2006}
were beneficially interested in the ordinary share capital of the
Company at the dates shown 1n the table below

30 December 30 December

2011 2010

Shares Shares

H Scott-Barrett 1,202,055 825 000
X Pulten 2,796,181 2796181
K Ford 1,851,710 1745042
C Staveley 233,121 233121
J Clare 224,350 160 000
N Haasbroek 99,429,309 92 705 500
L Norval 99,636,559 92 909 750
P Newton 163,800 13 800
M Wolstenholme 84,687 84 687
T Hales 50,000 nia

P Stobart - -

L Norval and N Haashroek are each beneficially interested in
the shares reqistered 1n the name of Parkdev International
Asset Managers (Pty) Limited and Pinelake International
Limited

There have been no changes to the directors interests in shares
between 30 Decernber 2011 and the date of ths report except
for N Haasbroek and L Norval who have acquired an additional

1 420 478 shares on 5 January 2012

Approval

This report has been prepared in accordance with the Directors
Remuneration Repori Requlations 2002 and was approved by
the Board of directors and signed onts behalf by

Ta RIZN

Falgu esal
Company Secretary
6 March 2012
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Corporate governance report

Introduction

The Board of directors 15 accountable to the Company s
shareholders for the management and control of the Group s
activities and 1s commutted to ugh standards of corporate
governance This report and the directors remuneration report
describe how the Campany complies with the provisions of the
UK Combined Code on Cotporaie Governance Code ("the Code™)

Statement of complhance

The Company has comphed throughout the year ended 30
December 2011 with the provisions set out 1n Section 1 of the
UK Corporate Governance Code with the following exceptians

The Audit and Remuneration Commmittees dyd not compnse
of three members throughout the year as P Stobart retired
on 31 October 2011 On 6 March 2012 a third member for

both Committees was appoinied

P Stobart continued to serve as the Semor Independent
Director as requited by the Code until he retired on 31
Octaber 2011 Philip Newton was appointed the new Senior
Independent Director on 6 March 2012

The Board has considered these matters and considers that this
non-compliance with the Code does net impede the effective
operation of the Board or the Committees in light of the
strength and skills of the independent non-executive directors

This section applies to the Capital & Regienal plc Group and all
1ts subsicharies

Application of the principles

The Company has apphed the principles set out in section

1 of the Code including both the main principles and

the supporting prninciples by complying wath the Code as
reported above Further explanation of how the principles and
supporting principles have been applied 15 set out below and In
the directors remuneration report

The Board of dwrectors

Details of the directors are set out befare the Directors report
The Company s controlled through the Board of directors
which compnised the Charrman four executive and five non-
executive directars  Dunng the year P Stobart retired on 31
October 2011 and T Hales was appownted on 1 August 2011

Board balance and mndependence

The Board and Nomnailon Committee are satisfied that the
current Board composition provides an appropnate batance of
power and authornty within the Company The Board believes
that all the non-executive directors excluding L Norval and N
Haasbroek, are independent The Nomination Comnuttee will
however continue to review this position  All the Company s
non-executive directors act independently of management
The terms and conditions of appointrment of non-executive
directors are available for inspection at the Company s
reqisiered office

L Norval and N Haasbroek as non-executive directars are not
considered independent for the purposes of the Code as they
represent a significant shareholder of the Company

P Stobart continued to serve as the Semior independent Director
as required by the Code until he retired on 31 October 2011

The Company has well established differentiation between
the roles of Chairman and Chref Executive Written terms
of reference which have been approved by the Board, are
available for inspection on the Group s website

In the Company s view the breadth of expenence and
knowledge of the Chairman and the non-executive directors
detachment from the day-to-day tssues within the Company
provide a sufficiently strong and experienced balance

with the executive members of the Board The breadth of
experience atiributed to the non executive directors allied

to the management information provided by the Company
enables them to assess and advise the full Board on the major
nisks faced by the Company The other commitments of the
Charrman are detailed in the directors biographies

Board effectiveness

The Board has adopted a schedule of matters reserved for its
decision and a schedule of matters delegated to committees
both of which are reviewed at least annually The Board
reserves approval for all signtficant or strateqic decisions
including major acquisitions disposals and financing
transactions The directors are entitled to take independent
professional advice as and when necessary

The responsibiities which the Board has delegated are
gven to commitees that operate within specified terms of
reference and authority himts which are reviewed annuatly
or inresponse to a change in circumstances The executive
directors take operational decisions and also approve certain
transactions within defined hrmted parameters An Executive
Directors Committee meets on a weekly basis and deals
with all major decisions of the Group not requinng fult Board
approval or authornsation by other Board committees
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Corporate governance report continued

The Executive Directors Commuttee 1s quorate with three
executwe drectors in attendance 1f decisions are not
unammaous the matter 1s referred to the Board for approval
Minutes from the Executive Directors Commitiee meetings are
circulated to the Board

The Audit Committee Remuneration Commiitee and
Normination Comrmittee consist solety of non-executive
directors and meet at least twice a year

Re-election

All members of the Board are subject to the re-election
provisions wn the Articles which require them to offer
themselves for re-election at least once every three years and
at the first AGM after appointment 1f appointed after the last
AGM Details of those directors offering themselves for re-
appointment are set out in the directors report

Performance evaluation

A performance evaluation of the Board and the committees 1s
conducted each year with each director giving detailed input
The Chairman meets as necessary but at least once each

year with the non-executive directers without the executive
directors present The non-execuive directors meet annually
without the Chairman n order to appraise his performance
This meeting 1s chaired by the Sentor Independent Dhrector The
Chairman evaluates the performance of the remaimng dwectors
and the results of the appraisals are analysed and surmmarised
by the Charman Subsequently the results are discussed by
the Board and relevant consequential changes are made

Information and professional development

The Board schedules five meetings each year as a rminimum
and arranges further meetings as the business requires

Prior to each Board meeting, each member receves up-to-
date financial and commercial information in respect of the
dwisions and speaifically management accounts budgets
and forecasts details of acquisitions and disposals and
relevant appraisals (prior Board approval being required for
large transactions), cash flow forecasts and detads of funding
availability

Induction traiming 1s given to all new directors apponted to the
Company and consists of an introduction to the Board onsite
visits to properties managed by the Group an introduction

to the dvisional teams an induction pack and access to
independent advisers The ocngoing training requirements of
the directors are reviewed on a regular basis and undertaken
indwidually as necessary although it 1s recogmsed that all
members of the Board experience continuous professional
development from working together

This 15 achieved by virtue of the dynamic and diverse mix
of the Board members and their sharing of knowtedge and
experiences gained from a range of commercial backgrounds

Nominatton Committee

The Commttee comprises of ] Clare (Chairman) M
Wolstenholme T Hales {appointed 1 August 2011) and

P Stobart (retired on 31 October 2011) The Normination
Commttee meets as required to select and recommend to the
Board suitable candidates for both executive and non-executive
appomntments {o the Board On an annual basis the Nomimation
Comrmittee also considers succession planning far the Board
The Board members are given an opportunity to meet the
indwidual concerned prior to any formal decision The terms

of reference of the Normination Commuttee are available for
inspection on the Group s website

Board and committee meetings

The number of meetings of the Board and of the Audit
Remuneration and Nomination Cemmittees and individual
attendance by directors, 1s set out below

Board meeting attendance

Scheduled Ad hoc Total

Number of meetings 5 1 6
Attended by
1Clare

K Ford

X Pullen

H Scott-Barrett
C Staveley

N Haasbroek

L Norvat

P Newton

M Wolstenholme
T Hales*

P Stobart*

—_ e e e e

I Y Y I Y Y Y Y
I
[V I R = - N V. I = I @ (O = (O~ L = A = 1}

[ =

* These directors became ehgible to attend meetings on appointment to the
Board or were no tanger eligible to attend ence they had ceased to be directoss
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Other committee meeting attendance

Responsible
Audit Rernuneration Nornination Business
Committee Commttee Commitiee Commitiee
Number of
meetings 4 4 1 4
Attended by
1Clare - - 1 -
P Newton - 4 _ .
X Pullen - - - 4
MWolstenholme 4 4 1 -
T Hales* 2 - - -
P Stobart* 3 1 1 -

* These directors became ehgtble to attend meetings on appaintment to the
Board o1 were no longer eligible to attend once they had ceased to be directors
and they attended all of the meetings they were eligible to attend

On occaston Board meetings or committee meetings may be
missed due to circumstances beyond the director s control

Directors’ remuneration

The Remuneration Commuittee makes recommendations to

the Board within existing terms of reference on remuneration
policy and determines on behalf of the Board specific
remuneration packages far each executive dwector The
statement of remuneration policy and details of each dwrector s
remuneration are set out 1n the directors remuneration report

Shareholder relations

The Company has always encouraged regular dialogue

with its institutional shareholders and private investors at
the AGM and through corporate functions and property
visits The Company alsc attends road shows in Europe and
participates in sector conferences 1n addition following the
announcement of final and intenim results and throughout
the year as requested the Company holds update meetings
with institutional shareholders All the directors are accessibte
to all shareholders and quenes receved verbally or in writing
are immediately addressed The directors are introduced to
shareholders at the AGM each year and the non-executive
directors and committee chairmen are clearly wdentified

Announcements are made to the London Stock Exchange

and the business media concermng business developments

to provide wider dissermimation of information In particular
reqular armouncements of fund unit valuations provide

an update on the progress of the business Registered
shareholders are sent copies of both the annual report and the
interim report The Group s website 1s kept up to date with all
announcements reports and shareholder circulars

Accountability and audit

Financial reporting

The Group s annual report includes detatled reviews of the
activities of each dwvision, together with a detailed review of
their financial results and financing position In this way and
as required by the Code the Board seeks to present a balanced
and understandable assessment of the Group s position and
prospects

Internal control

The Board 1s responsible for mamntairing a sound system of
wnternal control and nsk management to safeguard shareholders
nvestment Such a system s designed to manage but not
eliminate the nisk of failure to achieve business objectives There
are inherent hmitations 1n any control system and accordingly
even the most effective system can provide only reasonable

and not absolute assurance aganst matenal rmisstatement or
loss The key nsks identified are set out 1n the principal nisks and
uncertainties section

In accordance with the revised version of the Turnbull Committee
on internal control and the Code an ongoing process has been
established for identifying evaluating and managing nsks faced
by the Group and the Board 1s satisfied that 1ts process accords
with the guidance in these documents This process has been in
place for the year under review to the date of approval of these
financial statements  Each year the Board conducts a review of
the effectiveness of the current systern of internal control

The Group has undertaken a comprehensive nisk and controls
review for the year involving interviews with each dmisional
management team which has identified the principal nisks
facing the Group and its individual divisions An updated nisk
map and nternal control matnx have been produced for each
diviston in the Group clearly ouilimng the principal nisks and
the actions being taken to manage those risks to the desired
level Each nsk has been evaluated \n terms of 1ts impact on the
business and the likelihood of 1t occurnng and responsibility
for the management of each nisk has been clearly identified

Other key features of the Group s systerm of internal control are
as follows

- Defined orgamisational responsibikities and authority limits
exist throughout the Group The day-to-day mvolvement of
the executive directors m the running of the business ensures
that these responsibilities and inmits are adhered to
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Corporate governance report continued

.

Financial reporting to the Board with regular reports from
the Fund Managers of The Mall The Junction and X-Lesure
funds, the Property and Asset Manager for the German
portfoho and for the Group as a whole including the
preparation of budgets and forecasts cash management,
vanance analysis property taxation and treasury reports
and a report on financing

The Group has established a whistleblowing policy to enable
employees to raise i1ssues of concern in relation to dishonesty
or malpractice on an entirely confidential basis

Steps are continuously being taken to embed internal control
and risk management further into the operations of the
business and to deal with areas of improvement which come to
management s and the Board s attention

Audit Committee

The Audit Cornmuttee usually consists of three non-executive
directors M Wolstenholme acted as Chairman throughout
the year T Hales was appotnted on 1 August 2011 and P
Stobart was a member until hus retirement from the board on
31 October 2011 On 6 March 2012 P Newton was appointed
a member of the Commuttee The quabfications of the Audit
Commttee members are set out 1n the directors biographies

The terms of reference of the Audit Committee are available
for inspection on the Group s website The role of the Audit
Committee 1s to mamntain a relationship with the Group s
external auditors and to review 1n depth the Group s financial
staternents wnternal financial control and risk management
systems and circulars to shareholders in order to momitor
financial integnty within the Group

The Audit Committee 15 alsa responsible for reviewing the cost-
effectiveness and the volume of non-audit services provided to
the Group by its external auditors The Group does not impose
an automatic ban on the Group s external auditors undertaking
non-audit work and details of fees paid to the Group s external
auditors are detailed in note 8 to the financtal statements The
Group s aim s always to have any non-audit work involving the
Group s external auditors carned out 1n a manner that affords
value for money and ensures independence 1s maintaied by
momtoring this on a case by case basis

The Group 5 policy 1s that the audit firm must not be 1n a
position of conflict in respect of the work in question and
must have the skill competence and integnty to carry out the
work 1n the best interests of the Group The Audit Commttee
reviews and makes recornmendations 1o the Board for the
re-appointment of the Group s external auditors 1n arder

to mamtamn independence the audit partner of the Group s
external auditors 1s subject to rotation at regular tntervals

The Audit Commuitee norrmally meets four bmes a year, there
1S One meeting (o approve the audit plan and the meetings take

the pre-announcement meetings 1s held early enough to allow
the Comrmttee members to have input into the presentation of
the financial statements The Chairman of the Audit Committee
reports back to the Board on the key conclusions

The Commutttee discharged tts obligattons in respect of the
financial year as follows

Financial reporting during the year the Commutiee reviewed
the interim and annual financial statements The Committee
recewved areport from the external auditors setting out
accounting or judgmental 1ssues which required 1ts
attention and considered papers prepared by management
both on these 1ssues and on the impact of any changes in
accounting standards The auditors reports were based on

a full audit {annual repert) and a high level review (intenm
report} respectively The Committee also advised the Board
on a number of other matters

Internal Controls and Risk Management the Committee
met with the external auditors to deal wath any significant
internal control matters In the year under review the
Committee met with the externat auditors on four occasions
The Committee also approved the pernodic nsk reviews that
were carred out by the Group

Internal Audit The Group does not have an internal audit
function but carnes out periodic control reviews the results
of which are discussed with the Comrmittee The Committee
will continue to review the position but the belief at present
15 that the current size and complexity of the Group does not
Justify estabhshing an internal audit function

Gowng concern

in comphance with the Code and the Guidance on Going
Concern and Liguidity Risk Guidance for Direction UK
Compames 2009 the directors can report that based on the
Group s budgeis and financial projections they have satisfied
themselves that the bustness s a going concern The Board
believes that the Company and Group have adequate resources
and facilities to continue in operational existence for the
foreseeable fuiure and therefore the financial statements are
prepared en a going concern basis Further details are included
n note 1 to the financial statements

Falguni Desai F D" -

Company Secretary
6 March 2012
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Responsible business

Overview
The Group s strategy is to remain at the forefront of iInnovative responsible business in its sector and to ensure that the Group
makes a positive impact in the following four key areas the Marketplace the Environment the workplace and the Community

The Group beheves that the value of its business 1s best enhanced by respecting the interests of all us stakeholders and that the
creation of long term financial returns 1s dependent on effective management of environmental and social performance

We work closely with some of our specialist support partners The Carbon Trust, British Council Of Shopping Centres (BCSC)
Investors in People Enterprise UK and Royal Society for the Prevention of Accidents (ROSPA)}

The information below summarises our strateqgy objectives and performance for 2011 and presents our objectives and targets
for 2012

Responsible Business Committee

The Responsible Business Comrmittee provides the strategic direction and a forurn for support to those accountable for responsible
business at the operating level The Responsible Business Committee met four times during 2011 The Commuttee consisted of
two Board directors P Newton (Chairman) and X Pullen as well as representatives at the operating level The Comrmttee reports
regularly to the Board

The Marketplace

The Group s strategy 1s to engage with customers suppliers and stakeholders to understand their needs and 1dentify ways of
improving our collective responsible business performance We recogmise the positive impact our customers and supplers can
have on our sustainability efforts and will continue to werk in partnership to deliver our goals

2011 objectives 2011 performance 2011 KPI
1 Obtain regular customer and Objectwve achieved with reqular contact throughout the - 16 meetings held with
stakeholder feedback and year with all of our key retailers via face to face meetings retailer head office
respond accordingly and visits to retailer head offices teams
+ Bi-monthly retaller meetings are hosted by the General + An average of 30
Managers at every site an example action from these consurmer comments
meetings s agreement on the extension of opening hours per week logged at
at key penods each Mall
« Consumer comments are logged at our Ask Me Points + 54 on site retailer
n each Mall property These are reviewed weekly by meetings hosted
the management team and actions as a result of the by Mall General
comments are reported in the mails monthly business Managers
report

Other key highhghts were the BCSC conference with
over 100 indwidual meetings in three days held on the
Capttal & Regional stand and the Property Management
Associlation (PMA]) event that we hosted which was
attended by 35 retailers
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Responsible business continued

2011 objectives

2011 performance

2011 KPI

2 Encourage mward investment
from retailers into our town
centres

< Objective achieved through new lettings during the year
and sigmficant new shop fit outs by Arcadia in Luton
and Lincoln and BHS 1n Maidstone

Development of our properties continued in 2011 with
completion of the extension to The Mall Blackburn

The Mall Blackburn has undergone a sigmificant
refurbishment programme involving the redevelopment
of the south east Lord Square cerner of the site
Working n close partnership with Blackburn and Darwen
Borough Council the 200 000 sq ft Lord Square extension
was completed in June 2011 tewvitalizing the scheme
and feeding in to the wider regeneration of the town
centre The extension 1s nearly fully let and has provided
modern and sustainable retai space attracting retailers
such as Primark Costa Coffee H&M and a brand new
Council Market 1o the scheme The project has also
helped to boost the centre s footfall with an 11% year
on year rise

- We have provided input into The Portas Report and are
involved 1n further consultation on the implementation
of its findings

- The Management team provided input into Busingss in
The Comrnunity “Seeing 1s Believing” retailer and tawn
centre workshop which aimed to 1dentify and document
best practice retailer and town centre management
examples

+ 23 major fif outs
and SO munor it
outs during 2011

£66m Blackburn

extension completed

In June 2011

+ BCSC Gold Award

success for The Best

Refurbishment at
Blackburn

3 Retain ROSPA Gold Award
status

- Objective achieved as The Mall was awarded the Gold
Medal in April 2011 1in recogmition of five consecutive
gold awards

+ Recewed the Gold
Medal recognising
five consecutive
gold awards from
2007 to 2011

4 Support the Health and Safely
Executive (HSE) Workplace
Transport Intiative

Objective achieved through the use of the safety
checklhst tool and the implementation was checked as
part of our annual compliance audit which 1s conducted
by an externat nsk management orgamisation The
comphiance audits of all Mal!l and Junction sites were
completed during April to October with no major 1ssues
identified as actions

Greater than 90%
comphiance audit
scores at all sites

5 Increase awareness of the
impact of shps tnps and falls
utilising the HSE Shattered
Lives Campagn

Objective achieved to reduce shps particularly in wet
weather by working 1n partnershipwith our retallers to
install slip resistance surfaces to certain high risk areas
Tins has been a huge success where applied by reducing
shps to zero in those areas previously prone to shpping
incidents

60% of all first
aid incidences at
shopping centres
were shp tnip and
fall mcidents
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Other Marketplace highlights dunng the year included

Best Service Charge + in December 2011, we were awarded the PMA s coveted “Best Service Charge Provider of the Year™
Provider 2011 award This award s voted for by the retailers property teams and was in recognition of the work

we delvered ahead of other shopping centre owners This award was won based on our impressive
commitment to deliver a value for money at Mall service and for the measurement and effectiveness
of our marketing campaigns which are both key factors for retailers in the current challenging
econarnic environrnent

Safety and secunty - All shopping centres and retail parks have state of the art CCTV which s centrally managed and

momtered toimprove safety and secunty for retailers consumers and staff This proved to be

of sigmficant value during the nots 1n 2011 The systems allowed monitoring of property and
people and was utihsed by the Police and other authontes during and post the riots and ied to the
subsequent conviction of a nurmber of offenders

- The Tunction concluded a detailed health and safety comphance audit on all 38 contractors that are
used across the retail park portfolio

» All shopping centres and retaii parks have been awarded the safe parlang accreditation Park Mark a
recognised standard awarded by the Association of Chief Police Officers

The Commumty Safety Accreditation Scheme (CSAS) 1s a police led imtiative where specially trained
securnity officers are awarded additional police powers The secunty teams at two of the shopping
centres currenily hold C5AS acereditation

Sustainability The sustainability accreditation scheme EnviraMall engages and infarms customers and suppliers each

year on the importance of taking proactive steps to reduce the impact shoppers and a shopping centre

can have on the envirenment This included
Battery recychng worlang with Battery Back where The Mall promoted and encouraged peaple to
recycle ther batteries as part of the European Directive on battery recycling

- Each indwidual Mall proactively works with local retailers and shoppers on a range of environmental
1ssues for example providing Chrisimas card recyching bins and a fashion show to promote recycled
fabrics

+ The MallSecure contract continued to deler an excellent overall secunity service to our Malls
recording an annual average performance score against the contract KPLs of 96% {2010 94%)

Our 2012 objectives and KPI targets are

2012 objectives 2012 KPI target

1 Perform a full review of the Major Incident Management Plan (MIMP) to include post nots - 100% of MIMPs to be
secunty and retail engagement in disabted evacuation To be audited inthe 2012 C&R Safe audited with no 1ssues
Compliance Audul raised and E-Perrmits

system in place

To improve the accuracy of reporting of key statistics including ships trips and falls to enable + 10% reduction in
more detailed root cause analysis ships trips and falls
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Responsible business continued

2012 objectives

2012 KPI target

3

Through the smplermnentation of the Mall Maintain Project the vendor base will be reduced
Group purchasing power increased and improved nsk managerment controls for planned
preventative maintenance (PPM} tasks and routine repairs

+ Zero enforcement
challenges on Mall
Maintain contract

+ Mimimum of 55%
completion rate of
PPMs

Update the C&R Safe compliance audit to challenge the already high levels of complhiance and
dnive best practice performance

» Greater than 50%
average audit score
across the group

Retain ROSPA Gold Award status

+ Six consecutive gold
awards from 2007 to
2012

To achieve a rummum score of 90% for the annual techmcal Structured Site Visit for each
property

+ 90% minumum score

BCSC Gold Award for Mall Blackburn refurbishment

Before

After




capreg com
Stock Code CAL

The Environment

The Group s strateqy 1s to adopt a proactive approach to tackiing our impact on the environment For many years we have worked
hard to reduce our tmpact on the environment in the three key areas of waste water and energy [naddition we continue the
focus on reducing the carbon footpnnt of our properties We have long recogrised that any development activity should muror
this and have proactively ensured we mimimise energy consumption and rmitigate the effects of climate change throughout the
design refurbishment ar building phase

2011 KP1

2011 objectives 2011 performance

1 Continue reducing carbon - Objectwe achteved with energy momitonng now inplaceat - 7% reduction in

output across all of the Group s
operations

all Group propertias that we manage and there has been a
reduction in our carbon output during the year compared
to 2010

carbon output across
the Group (total
reducticnof 1426
tonnes)

The Mall portfolio to delwver the
objectives of the Environmental
Impact Improvement Plan

.

Objective achieved other than water consumption which
has increased due to the number of new lettings and
the developments at Blackburn and Luton These are a
number of Malls which have increased consumption in
residential and commercial office space

The Mall portfolio set the foliowing targets for 2011
energy reduction target 4% water reduction target 5%
recycling target was 68% of waste recycled with 85%
diverted from landfiil

As an example five years ago the Mall Wood Green was
recycling 5% of waste produced and by 2011 waste
recycling was 1s 90%

9% reduction In
energy

3% increase 1n water
use

72% waste recycted

86% diverted from
landhil

Meet all carbon reduction
commitment regulations to
retain the Carbon Trust Standard
n 2011

Objectwve achteved with Carbon Reduction Commutment
evidence packs in place for the business and the Carbon
Trust Standard retained for 2011

Carbon Trust
Standard retained

Install automatic meter readers
(AMR) for all electrical supphes
to accurately bl momtor and
target energy usage at Junction
retail park sites

Objective partially achieved the team have now 1ssued
instructions to implement the imstallation of AMR across
all existing non-half hourly supply sites which will
commence 1n the first half of 2012

Implementation now
scheduled for 2012

Roll out the Tennant ECH20
floor scrubbing machimes which
uttlise electrically charged and
oxygenated water and elirmunate
the need for cleaning chemicals

Objective achieved wath the new Tennant ECH20 machines
introduced at the shopping centres on a site by site basis
as new machinery s required and this will continue
throughout the term of the contract with Insite New floor
cleaming technology producis continue to help reduce the
nsk of accidents caused by slippery floors

Three shopping
centres with ECH?20
machines and new
umts currently being
tnalled
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Responsible business continued

2011 objectives 2011 performance 2011 KPI

6 Continue to dehver ligh - Objective achieved through our excellent on site + The Mall Clean
standards of cteaming and teams and new MallClean partner (Insitu) The average contract achieved
hygiene it the Mall publte performance measurement score remained consistently an average
spaces whilst challenging the high duning 2011 despite enhanced KPlL s and Brand Standard
existing operations to deliver measurement critena Performance
improved value efficiency and Management (BSPM)
environmental impact + New recycling imtiatives at our Malls most notably score of 94 8% in

n Sutton Coldfield Blackburn and Wood Green have
contributed sigrificantly These imatives continue to
increase the amount of waste recycled from our Malls and
may be adopted n other schemes as examples of best
practice

2011

7 Mawntain the highest possible Objective achieved with unannounced audits completed at

performance 1n the annual C&R every shopping centre Announced audits were completed
Safe comphance audits with the at every retail park All of the Mall shopping centres and
minimum our 30% pass for all The Junction retail parks achieved 90% average pass rate
sites or above

+ The Junction now has a fully integrated health and
safety management system The Junction will undertake
unannounced audits of all parks in 2012

36% average Mall
pass Tate

90% average Junciion
pass rate

Other Environmental highhghts durning the year included

« This award involves 340 real estate funds worldwide with over US$1 tnilhion of assets under
GRESB Green Star award management Only 65 Green Stars were awarded and the Mall Fund was placed 5th in Europe

Energy savings + Across the Group a total energy saving of £275 000 was achieved which contrtbuted to a reduction

in service charge of between 1% and 2%

Our 2012 objectives and KPI targets are

2012 objectives

2012 KPI target

1 7o contwnue to reduce our environmentat impact through the use of five year carbon plans
operational improvemnents low carbon retrofit and plant replacernent projects

5% reduction in energy
5% reduction in water use
85% waste recycled

90% diverted from landfilt

2 Meet all carbon reduction comrmitment regulations to retain the Carbon Trust $tandard in 2012
and reduce carbon impact by 4% across the Group

Retawn Carbon Trust
Standard

4% reduction 1n carbon
across the Group

3 Install automatic meter readers (AMRY} for all elecincal supplies to accurately bill monitor and
target energy usage at Junction retail park sites

100% Junction reial
parks with AMR installed
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The Work Place
The Group s strategy 15 to engage develop and reward our people, retairing our reputation as the employer of choice within the
sectors in which we operate We want to provide relevant engaging traiming for all our employees in order that they can make
therr fullest contnibution to our success We set out to provide a working envitonment which supports the wellbeing and heaith of
all our people taking account of the diverstty of our workforce and reflecting our values and ethics

2011 objectives

2011 perfermance

2011 KPI

1

Retain Investors in People (1iP)
accreditation i our shopping
centre business

+ Objective achieved with the 1P assessment completed and

award successfully achieved in June 2011

- NP accreditation

retained

Continue to attract and retan the
very best people

Objectwve achieved wath high level of staff retention dunng
the year Opportumties for career develapment were
maximised and internal appeintments encouraged Exit
interviews were held with departing employees

- 94 % Group retention

75% vacancies
filled by internal
appoiniments

Mamntain mgh levels of
communication across the
company

Objective achieved with the publication of our in-house
magazine Arc in June and December 2011

A full programme of on site management meetings has
taken place throughout the year, with on average the
General Operating and Marketing managers meeting
three times with thewr peers for a full day operational
commumcations meeting and best practice sharnng event

Your Voice 15 our all employee meeting held at each
shopping centre at least twice a year

Two editions of Arc

Bi-annual Your Voice
meetings completed

Launch of the C&R People
learming programme
contributing to our be all you
can be approach to traiming and
development for all our people

Objective achieved with the successful delvery of
management skills programmes customer service
programmes techmcat and CPD learming

260 delegate days
of traming delivered
across the Group

Continue to provide a working
environment which reflects our
values and ensures the health
and wellbeing of all our people (n
turn allowing them to contribute
to their full potennal to our
business performance

Objective achteved with managers and leaders taking
every opportunity to restate our values and approach 1o
employee wellbeng and health

All sickness absence 1s monitored closely and return to
work interviews conducted low levels of absence were
recorded

We momitor the usage of the Employee Assistance
Programmes in place

Annual Performance Reviews are offered with every
employee These provide an invaluable exchange of
performance information and objective setting on an
individual basis outliming every employee s annual
development and training plan

3% sickness absence
rate

92% performance
reviews completed
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Responsible business continued

2011 objectives 2011 performance 2011 KPI

6 Deliver a Learmng Legacy + Objective achieved with the C&R Legaty programme - 112 traning days
programme which combines launched in September 2011 Two groups of staff made invested 1 the Legacy
traiming and development up of all levels and job types from beth on site and central programme
objectives with responsible office locations have attended three day pregrammes in
business Manchester and Kent

7  Continue to provide a safe and + Objective achieved with meetings held on a i-monthly - 0% employee
healthy environment in which basis at all shopping centres These meetings are chared Reporting of
to work by staying focussed on by the General Manager and all employees and service Imjunes, Diseases
aspects of health safety and partners are encouraged to attend The feedback from and Dangerous
wellbeing these meetings fed into the Group H&S committee Occurrences

meeting by the National Comphance Manager Regulations (RIDDOR)

- 6% contractor and
sub-contractor
RIDDOR

C&R Legacy programme

Legacy 1s a team development programme which allows
employees to contnbute over 2 5 days to a specific project
working with our chanty partner Fairbndge

Fairbridge works with young people aged 13-265 that other
organisations find difficult to engage — giving them the
motivation self-confidence and skills they need to change their
lives

The first two projects were completed at Fairbndge centres

in Manchester and Chatham and were focussed around
refurbishing the facilities and wmproving the working
environment for the young people The Partnershup
Development Manager for Fairbridge Manchester commented

"I was impressed with the work ethic and the professionalism of the C&R teams The amount that you achieved 1n a relatively
short period of ime was adrirable Thank you again for not only giving up your time but for really putting 1000% nto the Legacy
project you have made a lasting impact that will be enjoyed by Fairbridge young people for years to come
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Our 2012 objectives and KPI targets are

2012 objectives

2012 KP1 target

1

To evaluate engagement and satisfaction levels by conducting an employee survey

+ Greater than 60%
response rate

« Greater than 70%
satisfaction level

2 To build traimng and development initiatives around the specific operational needs of the - Greater than 200
bustness and deliver a full programme of customer service and sales traiming to all appropriate delegate days of
staff traiming delvered
across the Group
3 To evolve and implement the Legacy 2012 Programme and further develop relationships with - Greater than 50
our chanty pariners training days invested
in the Legacy
programme
4 Implementation of the Cantinuous Improvement Plan agreed with Investors in Pegple following Successful

reassessment in 2011

implementation of the
plan
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Responsible business continued

The Community
The Group s strategy 15 to have a key role in the regeneration of the communities and environments v which we aperate we

work closely with key stakeholders to ensure we listen engage and use feedback to develop or refine our approach We use social
media such as Facebook to collect feedback and respond We aim to provide safe welcorning clean and attractive shopping and
leisure venues where people choose to shop work and socialise We aim to make a positive contribution to each lacal commumty
by betng a responsible soclally aware and a proactive partner

2011 objectives

2011 KPI target

2011 KPI

1 To continue fund raising + Objective achieved with the total raised exceeding the £841 664 chanty
under the Mallcares target of £765 900 by 9% funds ratsed
programme

2 Invest in our local Ongoing objective with The Junction and The Mail -
commumties supporiing continuing to work towards getting schemes fully let and
urban regeneration and hence maximising employment opportunities
creating employment

The Group have subrmuited planming permission for the
redevelopment of the Hemel Hempstead which will
regenerate the site duning 2012 and 2013

3 Assess feasibility of setting Objective partially achieved with community recycling Two recycling banks
up site recycling schemes banks now on site at Thurrock and Bristol which have nstalled
which will include tenanis received positive feedback from customers After
waste on our retail park sites further consultation with cur retailers there are imited

opportunities to further progress the tenant waste
imtiative as most retailers are locked into national waste
contracts

& Increase involvermnent in Ongoing objective with progress made n forging -
the leadership of the local relationships with local police and attending cnme
Business Cnme Partrerships partnership meetings

The Junction team are currently leoking to set up a
Thurrock retail cnme forum for Lakeside retail 1n
conjuncion with CSC
Our Mall Operations Managers and Secunty Managers
continue to support dnve Local Business Cnime
Partnerships particularly in Luton and Camberley
5 Counter terrorism risk Objective achieved with counter terrorism nsk = 90% of counter

assessments to be devetoped
for each site

assessments completed by the National Counter
Terronsm Secunty Office {NaCT50) at all shopping centres
except for Wood Green and Lincoln which are planned for
the first quarter of 2012

The Junction is working with Thurrock Council and Police
te develop a Counter Terronsm Emergency Strategy for
Thurrock

terrornsm
assessments
completed
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2011 KP1

2011 objectives 2011 KPI target

6 Implement acrass our Objective achieved with full ymplementation in the Mall
shopping centres the Derwent Blackburn to lead this important ongoing objective It
Inmittative (Leisurewatch will continue to be implemented at specific sites dunng
programme) which equips 2012 as the need 15 1dentified with each local Police child
our management and protection unit

secunty teams who deal with
the 1ssues of child protection
in public spaces

One programme fully
implemented

LandAwd Foundation Partner

Capttal & Regional has commutted to becoming a Foundation
Partner to LandAid for the next three years This requires a
chantable donation of £10 000 per annum During the year
staff members have been invoived in vanous fund raising
actwihies including a Skm race treasure hunt and annual
dinner

LandAid 1s the property industry s charnty with a focus on
helping the young and disadvantaged access the facihities
skills and opportunities to achieve thewr potential and thrive
within their local community LandAid s ten year geal 1s to
provide across the whole of the UK to a network of dedicated
facthities funded or owned by LandAid to benefit the young
and disadvantaged For more information on this chanty visit
www landaid org

Qur 2012 objectives and KPI targets are

2012 objectives

2012 KPI target

1 Increase our involvement as a LandAid Foundation Partner and make a cantnbution in pro
bono expertise if possible

.

Greater than 20
employee days

2 Following the 2011 nots maintain close workung relatienships with local police and ensure our
centre teams are actively part of local crime prevention imitratives as we strive to improve the
commumty safety in our town centres

5% reduction in
inaidents of recorded
crime

3 Contribute to the revival of the High Street through industiy bodies such as BCSC Business in
The Commumity and The Association of Town Centre Management Use our own local iniluence
1n towns that we invest in to promote positive policy aimed at high street regeneration
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Annual Report and Accounts for the year ended 30 December 2011

Consolidated income statement

For the year to 30 December 2011

2011 2010

Note £m £m

Revenue 3 289 307
Cost of sales 4 117 (10 &)

Gross profit 172 203
Administrative costs {112) (11 8)

Share of profit in asseciates and joint ventures 18a 223 452
Loss on revaluation of investment properties 12a (15) (02}
Other gains and losses 5 - (09)

Profit on ordinary activities before financing 268 526

Finance income 6 23 12
Finance costs 7 57 (7 4)

Profit before tax 8 234 46 4
Tax 10a {2 3) (2 0}

Profit for the year 211 L4 4
Basic earmings per share lla 6p 13p
Diluted earnings per share 11a Sp 13p

All results derive from continuing operations and the profit for the current and preceding year 1s fully attnbutable to equity

shareholders

Consolidated statement of comprehensive income

For the year to 30 December 2011

2011 2010

£m £m

Profit for the year 211 44 4
Exchange differences on translation of foreign operations (13) (2 6)
Gain on a hedge of a net investment taken to equity 09 22
Other comprehensive income (0 &) (0 4)
Total comprehensive income for the year 207 440

The total comprehensive income for the current year and preceding year 1s fully attnbutable to equity shareholders




Consolidated balance sheet

At 30 December 2011
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Stock Code CAL

2011 2010

Note £fm £m
Non-current assets
Investment properttes i2a 85 100
Goodwill 13 18 19
Plant and equipment 14 07 09
Available for sale investments 15 03 a3
Recewvables 16 333 259
Investment 1n associates 18b 1202 1108
Investment i joint ventures 18c 27 2 257
Total non-current assets 192 0 1755
Current assets
Trading properties 12a 715 708
Recewables 19 50 71
Cash and cash equivalents 20 200 257
Total current assets 96 5 1036
Total assets 2b 2885 279 1
Current habilitres
Bank loans 23a 50 (0 6)
Trade and other payables 21 (10 0) (109)
Current tax hiabiltties (30) (5 8)
Total current habilities (18Q) {17 3)
Non-current liabilities
Bank loans 23a (61 6) {68 8)
Other payables 22 (40) (4 8)
Deferred tax habilities 10c 39 37
Non-current tax habilities 10e {50) (16 0)
Total non-current liabilities (74 5) (87 3)
Total habilittes 2b (92 5) (104 6)
Net assets 196 0 1745
Equity
Share capital 25 99 99
Other reserves 28 728 1532
Capital redemption reserve 4 4 44
Own shares held 27 (6 8) 97
Retained earnings 1157 167
Equity shareholders’ funds 196 0 1745
Basic net assets per share 30 £0 56 £050
EPRA triple net assets per share 30 £0 56 £0 50
EPRA net assets per share 30 £0 63 £0 57

These financial statements were approved by the Board of directors authonised for 1ssue and signed on their behalf on 6 March

2012 by

Charles Stavetey
Group Finance Director
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Consolidated

For the year to 30 December 2011

statement of changes in equity

Qther reserves

Net
Foregn  imvestment Capital Own
Share Special Merger Acquisilion curency hedqing redemplion  shares  Retained Total
capital reserve reserve reserve  reserve reserve reserve held eamings equity
£m £m £m £m £m £m £m £m £m £m
Balance at
30 December 2009 99 795 603 95 100 (57) 4 4 ()] {28 4) 1298
Profit for the year — - - - - - - — 4L 4 FAAA
Other comprehensive
incarme for the year - - - - (2 6) 2e - - - (04)
Total comprehensive
mcome for the year - - - - {2 6) 22 - - [Y A 440
Credit to equity for
equity-settled share-
based payments - - - - - - - - 07 07
Balance at
30 December 2010 99 795 603 95 74 (39 64 (97) 167 174 5
Profit for the year - - - - - - - - 211 211
Other comprehensive
ncorne for the year - - - - {13) 09 - - - {04)
Total comprehensive
ncome for the year — — - - 13) 09 - - 211 207
Credit to equity for
equity-settled share-
based payments - - - - - - - - 08 08
Transfer between
reserves - (79 5) - - - - - - 795 -
Other movements - - - - 059) - — 29 (2 4) -
Balance at
30 December 2011 99 — 60 3 95 56 (2 6) b 4 (6 8) 1157 196 0




Consolidated cash flow statement

For the year to 30 December 2011
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Stock Code CAL

2011 2010
Note £m £m
Operating activities
Net cash from operations 29 82 29
Distnbutions recewved from associates 18b 112 63
Distributions receved from joint ventures 1Bc 45 34
Interest paid (53) 57
Interest recelved 01 02
Income taxes paid 99 (& 3)
Cash flows from operating activities 88 28
Investing actwities
Purchase of investment property i2a {26 1) -
Sale of equity interest in subsidiary to Joint venture partner 32a 6 & -
Disposal of SNO'zone Braehead subsidhary 32b 01) -
Purchase of plant and equipment 14 (03) 0 4)
Investment in associates 18b (4 0) (27}
Investment in joint ventures 18¢ (12) -
Loans to joint veniures {13) (@ 9)
Loans repaid by jomnt ventures 12 05
Sale of investment properties - 125
Sale of MEN Arena Joint venture - 57
Share buy-backs from joint ventures - 06
Cash flows from investing activities (25 4) 153
Financing activities
Bank loans drawn down 23a 136 -
Bank toans repard (32) 99)
Loan arrangement costs 23a 03 -
Settlement of forward foreign exchange contract 15 -
Premium ¢ost of interest rate swaption 24b 07) -
Cash flows from financing activities 109 {9 9)
Net (decrease)/increase 1n cash and cash equivalents 57) 82
Cash and cash equivalents at the beqinming of the year 257 175
200 257

Cash and cash equivalents at the end of thegear 20
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Notes to the financial statements

For the year to 30 December 2011

1  Significant accounting policies

General information

Capttal & Regional plc 1s a company domiciled and incorporated 1n the United Kingdom under the Companies Act 2006 The
address of the registered office 1s 52 Grosvenor Gardens, London SW1W QAU The nature of the Group s operations and 1ts principal
activities are disclosed in note 2a and in the operating and financial reviews

Basis of accounting

The financial statements comprise the consolidated income statement the consohidated statement of comprehensive mcome
the consolidated balance sheet the consolidated statement of changes in equity the consolidated cash flow statement and notes
1 to 37 They are prepared on the historical cost basis except for the revaluation of certain properties and financial instruments
Other than as noted in the Accounting developments and changes section below the accounting policies have been appled
consistently to the results, other gains and losses assets liabilities income and expenses

The financial statements are presented in pounds sterling because that is the currency of the pnimary econormic environment in
which the Group operates Foreign operations are included in accerdance with the accounting policies set out below

Statement of compliance

The consolidated financial statements have been prepared \n accordance with international Financial Reporting Standards
(IFRSs) as adopted by the European Union (EU) and therefore the Group financial statements comply with Article 4 of the EU TAS
Reqgulation

Accounting developments and changes

Developments — during 2011

Durning 2011 the new standards and amendments that have been i1ssued and adopted by EU and the Group have not resulted ina
matenat change to the consohdated financial statements

Other changes
The accounting policy for Investment properties has been updated following the purchase of an investment property during
the year

Developments — not yet adopted
At the date of authorisation of these financial statements the following standards and interpretations which have not been
apphed in these financial statements were 1in15sue but not yet effective (and in some cases had not yet been adopted by the EU)

« IFRS 1 (amended) Severe hyperinflation and removal of fixed dates for first time adopters
- IFRS 7 (amended) Disclosures — Transfers of inancial assets

+ IFRS 9 Financial Instruments

- IFRS 10 Consolidated financial statements

+ IFRS 11 Joint arrangements

- IFRS 12 bisclosure of interesis in other entities

- IFRS 13 Fawr value measurement

« IAS 1 (amended) Presentation of iterns of other comprehensive mcome
+ 1AS 12 {amended) Deferred tax Recovery of underlying assets

- IAS 19 (revised} Employee benefils

- 1AS 27 (revised} Separate financial statements

- 1AS 28 (revised} Investments n associaies and Joint ventures

The directors are assessing the impact that the adoption of these standards may have on the financial staternents of the Group

in future penods The directors do not expect that the adoption of the standards listed above will have a matenal impact on the
financial statements however 1t 1S not practicable to provide a reasonable estimate of the effect of these standards until a detailed
review has been completed
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1 Significant accounting policies continued

Going concern

The Group prepares cash flow and covenant comphance forecasts to demonstrate that it has adequaie resources available to
continue 1n operation for the foreseeable future being at least 12 months from the date of this report In these forecasts the
directors specifically cansider anticipated future market conditions and the Group s principal nsks and uncertainties The directors
beheve that the Group and the Company have adequate resources 1o continue in operational existence for the foreseeable future
and accordingly continue to adopt the going concern basis in preparing the annual report and financial statements

Cntical accounting judgements
The preparation of financial statements requires the directors to make judgemments estumates and assumptions that may affect
the apphcation of accounting policies and the reported amounts of assets and liabilities income and expenses

The following are the cnitical judgements apart from those involving estimation uncertainty which are dealt with separately that
the directors have made in the process of applying the Group s accounting pelicies and that have the most sigmficant effect an
the amounts recogmsed in the financial statements The critical accounting judgements are

Operating segments
An assessment of whether certain operating segmenis have charactenstics that are sufficiently simular to allow them to be
aggregated into a single segment for reporting \n note 2a

Property valuation
Reliance upon the work undertaken at 30 December 2011 by mdependent professional quahfied valuers as disclosed in note 12b
n assessing the far value of certain of the Group s investment and trading properties

An assessment of the directors valuations of the investment properties owned by FIX UK as disclosed in note 12b

Assoclates
An assessment of whether the Group exercises sigmficant influence over its investments in The Mall The Junction and X-Leisure
as discussed in note 18b

Denwvative financial instruments
Rehance upon the work undertaken at 30 Decernber 2011 by independent third party experts in assessing the faw values of the
Group s denvative financial instruments which are disclosed innotes 16 19 22 and 24f

Lease classification
Consideration of the potential transfer of nisks and rewards of ownership in accordance with 1AS 17 Leases for alt properties leased
to tenants The directors have deterrmned that all such leases are operating leases

Performance fees

The likelihood that CRPM, X-Leisure Limited and Garnigal will receive performance fee revenue under their respective asset and
property management contracts The directors have concluded that 1t 1s not yet probable that any amounts will be received but
the performance criteria are disclosed in note 37
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Notes to the financial statements continued

For the year to 30 December 2011

1  Significant accounting policies continued

Key sources of estimation uncertainly
The key assumptions concerning the future, and other key sources of estimation uncertainty at the balance sheet date, that have
a nisk of causing matenal adjustment to the carrying amount of assets and liabimities within the next financial year are

Taxation

An assessment of the likelihood that potential hustoric tax habilittes will anse as well as the impact of changes in recent legislation
case law and accounting standards along with future projections for the Group In determining the current and deferred tax
assets, liabthities and charge to the income statement as disclosed in note 10

[mpawrment of goodwill

Deterrmiming whether goodwill 1s impaired requires an estimation of the value in use of the cash-generating umt to which goedwill
has been allocated The value 1n use calcultation requires estimates of the expected life of the X-Lewsure fund the future cash flows
expected to arise from the management contract and an appropnate discount rate applied for the calculation of present value The
assumptions used to determine whether the goodwill 1s impaired are disclosed in note 13

Impairment of loan recevable 1n Euro B-Note Holding Limited

Determiming whether the subordinated loan receivable held indirectly by Euro B-Note Holding Limited 15 tmparred requires an
estimation of the credit nsk of the relevant German joint venture portfolio Anindependent valuation was obtaimed as at 30 June
2011 for the loan recewvable fair value at the time of the debt refinancing This fair value was based on the future cash flows
expected to anse from the loan receivable and an appropriate discount rate of 15 35% applied for the calcutation of the present
value This discount rate assumes that the loan principal is discounted by 12 0% per annum to reflect crecit nsk The discount
rate was based on a nisk adjusted yield curve Subsequent Lo the refinancing the loan recewvable 1s held at amortised cost and
tested for impairment at each reporting date At 3¢ December 2011 management performed an impairment teview over the
relevant German joint venture portfolio which included an assessment of the actual and forecast loan to value hiquedity net rental
ncome and contnibution This impairment assessment resulied in the loan receivable being carned at €13 5 mithion compared to a
norminal value of €18 0 mithon as disclosed 1n 18b

The directors believe that the estimates and associated assumptions used n the preparation of the financial statements

are reasonable but actual outcornes may differ from those anticipated and so the Judgements estimates and underlying
assumptions are reviewed on an ongoing basis Revisions to accounting estimates are recognised in the penod in which the
estimate 1s revised if the revision affects only that penod, or in the period of the revision and future perods if the revision affects
both current and future penods

Principal accounting policies
The pnincipal accounting policies adopted are set out below

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company at 30 December and entities
controlied by the Company (its subsidianes) made up to 31 Decemnber each year Control 1s achieved where the Company has the
power to govern the financial and operating policies of an imvesiee entity so as to obtain benefits from tts activities

The results of subsihanes acquired or disposed of dunng the year are inciuded 1n the consolidated income statement from the
effective date of acquisition or up to the effective date of disposal The reporting perod for subsichianes ends on 31 December
and their financial statements are consehdated from this date All intra-group transactions balances income and expenses are
eliminated on consolidation
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1 Signmificant accounting policies continued

Business combwations

Acquisitions of subsidianes and businesses are accounted for using the acquisition method The consideration for each acquisition
1s measured at the aggregate al the date of exchange of the fair values of assets given habilities mcurred or assumed and equity
Instruments issued by the Group 1n exchange for control of the acquiree Acquisition-related costs are recogmsed in the income
statement as incurred Where a business combination 1s achmeved in stages the Group s previously held interests in the acquired
entity are rereasured to fair value at the acquisition date (1 e the date the Group attains control} and the resulting gain or loss, \f
any 1s recognised in the income statement

If the iImtal accounting far a busiess combination 1s incomplete by the end of the reporting penod in which the combination
occurs the Group reports provisional amounts for the items for which the accounting 1s incormplete Those provisional amounts
are adyusted during the remeasurement period or additional assets or habtlities are recogmised to reflect new information obtained
about facts and circumstances that existed as of the acquisition date that 1f known would have affected the amounts recogmsed
as of that date The measurement period 15 the penod from the date of acquisitien to the date the Group obtains complete
information and 1s subject to a maximum of one year

Investments 1n associates and joint ventures

A Joint venture 15 an entity over which the Group has joint control which s the contraciually agreed shaning of control over an
economic activity which exists when the strategic financial and operating decisions relating to the activity require the unammous
consent of the parties sharing control An associate 1s an entity over which the Group has sigmficant influence and that 1s neither
a subsidiary nor an interest m a jont venture Significant influence 1s the power to participate 1n the financial and operating policy
decisions of the investee but 1s not control or joint control over those policies

In accordance with [AS 28 Investments in Associaies and 1AS 31 Interests i Joint Ventures associates and joint ventures are
accounted for under the equity method whereby the consohidated balance sheet and income statement incorporate the Group s
share of net assets and profits or losses after tax The profiis or losses include revaluation movermnents on investment properties
Losses of an associate or joint venture in excess of the Group s interest in that associate or joint venture (which includes any tong-
terminterests that 1n substance form part of the Group s net investment in the associate or joint venture) are recognised only Lo the
extent that the Group has incurred legal or constructive obligations or made payments on behalf of the associate or joint venture

Any excess of the cost of acquisition over the Group s share of the net fair value of the identifiable assets habilities and contingent
liabilimies of an assocate recognised at the date of acquisition 15 recogrised as goodwill The goodwill 15 included within the
carrying amount of the assoaiate and 1s assessed for impairment as part of that investment Any excess of the Group s share of
the net fair value of the identifiable assets habilities and contingent labilities of the associate over the cost of acquisition after
reassessment 15 recognsed immediately in the income statement

The reporting pertod for associates and joint ventures ends on 31 December and their financial statements are equity accounted
tothis date In accordance with 1AS 39 Financial [nstruments Recognition and Measurement associates and joint ventures are
reviewed at the end of the reporting period to determine whether any wmpairment loss should be recogrised

Goodwll

Goodwill ansing 1n a business combination 1s recognised as an asset al the date that control 1s acquired and 1s measured as the
excess of the sum of consideration transferred the amount of any non-controling interest in the acquiree and the fair value of
any equity interest tn the entity already held by the acquirer over the net of the acquisition date amounts of identthable assets
acquired and habilities assumed

Goodwill 1s not amortised but 1s reviewed for impairment at least annually The impairment 1s calculated on the value 1n use of the
goodwill and 1s recogmsed immediately 1n the income statement and not subsequently reversed Where the Group s interest in the
fair value of the acquiree sdentifiable net assets exceeds the sum of consideration transferred the amount of any non-controlling
nterest in the acquiree and the fair value of any equity nterest 1n the entity already held by the acquirer the excess 1s recogmsed
mmmediately 0 the tncome statement as a bargawn purchase gain
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Notes to the financial statements continued

For the year to 30 December 2011

1  Significant accounting policies continued

Foreign currency

Foreign currency transachions

Transactions in foreign currencies are translated into sterhing at exchange rates approximating to the exchange rate ruling at the
date of the transaction Monetary assets and habilities denominated 1n foreign currencies at the balance sheet date are translated
to sterhng at the exchange rate ruling at that date and unless they relate to the hedging of the net investrment in foreign
operations differences arising on translation are recogmised in the income statement

Financial statements of foreign operations

The assets and iabilities of forewgn operatons, including goodwill and fair value adjustments ansing on consohdation are translated
Into sterling at the exchange rates ruling at the balance sheet date The operating income and expenses cf foreign operations are
translated into sterling at the average exchange rates for the penod Sigmficant transactions such as property sales are translated
at the foreign exchange rate ruling at the date of each transaction The pnncipal exchange rate used to translate fore:gn currency
denominated amounts in the balance sheet 1s the rate at the end of the year £1=€1 1972 (2010 €1 = €1 1618) The principal
exchange rate used for the income statement 1s the average rate for the year £1=€1 1522 (2010 £1 = €1 1657}

Net investment in foreign operations

Exchange differences arising from the translation of the net investment 1n foreign operations are taken to the foreign currency
reserve and the effective portions of related foreign currency hedges are taken to the net investment hedging reserve The net
investrnent in foreign operations includes the equity of the underlying entities and the portion of shareholder loans to those
entiies that s treated as equity where there 1s no intention of repayment 1n the {oreseeable future All exchange differences
previously accumulated in equity are transferred to the income statement upon disposal or where control 1s lost part-disposai of
the foreign operation

Plant and equipment

Plant and equipment 15 stated at the lower of cost or valuation net of depreciation and any provision for impairmeni Depreciation
1s provided on all tangible fixed assets other than investment properties and land ©n a straight line basis over their expected
useful lives

- Leasehold improvements — gver the term of the lease

+ Fixtures and fittings — over three to five years

+ Motor vehictes — over four years

Property portfolio

Investment properties

Investment properties are properties owned or leased under finance leases which are held either for long-term rental income or for
capital appreciation or both Investment property 1s imtially recognised at cost (including directly related transaction costs) and 1s
revalued at the balance sheet date to far value beimng the market value deterrmned by professionally quahfied external or director
valuers with changes in fair value being included n the income statement Valuations are generally carried out twice a year In
accordance with 1AS 40 Investment Property no depreciation 1s provided 1n respect of investment properties

Leasehold properties
Leasehold properties that are leased to tenants under operating leases are classified as wvestment properties or development
properiies as appropriaie and included in the balance sheet at fair value

Refurbishment expenditure
Refurbishment expenditure in respect of major works 1s capitalised Renovation and refurbishment expenditure of a revenue
natureas expensed as incurred
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1 Sigmficant accounting policies continued

Property transactions

Acquisitions and disposals are accounted for at the date of legal completion Investment properties are reclassified as held for sale
once contracts have been exchanged and are transferred between categones at the esumated market value on the transfer date
Properties held for sale are shown at fair value less costs of disposal

Trading properties
Properties held wath the intention of disposal are valued at the lower of cost and net realisable value Any wmpairmentn the value
of trading properties 1s shown within the cost of sales line in the tncome statement

Head leases

Where an mmvestment property 15 held under a head lease the head lease 15 1mtially recognised as an asset at the present value of
the rmmimum ground rent payable under the lease The corresponding rent habihity to the ieaseholder 1s included in the balance
sheet as a finance lease obligation

Tenant leases and incentives
Incentives and costs associated with entering into tenant leases are amortised over a straight line basis over the term of the lease

Operating leases
Annual rentals under operating leases are charged to the income staiement on a straight line basis over the term of the lease

Financial instruments
Financial assets and financial liabilities are recogmsed 1n the Group s balance sheet when the Group becomes party to the
contractual provisions of the instrument

Financial assets

Financial assets are classified into the following specified categones financial assets at fair value through profit orloss (FVTPL)
held to maturity Invesiments avatlable for sale financial assets and loans and recewvables The classification depends on the
nature and purpase of the financial assets and 15 determined at the time of /mtial recogrition

Effective interest rate method

The effective interest rate method 15 a method of calculating the amortised cost of a debt instrument and of allocating the interest
income over the relevant period The effective interest rate 1s the rate that exactly discounts estimated future cash receipts
(including all fees and points paid or recewved that form an integral part of the effective interest rate transaction costs and other
premiums of discounts) through the expected life of the debt instrument or where appropriate a shorter period to the net
carrying amount i imtial recognition

Avallable for sale financial assets

The Group has investments 1n unhsted shares and unit trusts that are not traded in an active market but whose fair value

the directors consider can be reliably measured Gains and losses arising from changes in fair value are recogmised in other
comprehensive iIncome with the exception of impairment losses which are recognised in the income statement Dividends are
recogmsed in the income siatement when the Group s nght to receive the dividends 1s estabhished

Loans and receivables

Loans and other receivables that have fixed or deterrminabte payments that are not quoted 1n an active market are classified
as loans and recewvables Loans and receivables are measured at amortised cost using the effective interest method less any
impawment Interest income 1s recognised by applying the effectwve interest rate except for short term receivables when the
recogmtion of interest would be immatenal
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Notes to the financial statements continued

For the year to 30 December 2011

1 Sigruficant accounting policies contiued

Trade recewables

Trade recewvables are carried at the onginal invoice armount less ailowances made for doubtfui accounts An allowance for doubtful
accounts s recorded for the difference between the carrying value and the recoverable amount where there 1s objective endence that
the Group will not be able to collect all amounts due Discounts and similar allowances are recorded on an accrual basis consistent
with the recogmuion of the related sales using estimates based on existing contractual obligations histoncal trends and the Group s
expenence Long-term accounts receivable are discounted to take into account the time value of money where matenal

Cash and cash equivalents
Cash and cash equivalents include cash on hand and demand deposits and other short-term Mighly iquid investments that are
readily convertible to a known amount of cash and are subject to an insigmficant nsk of changes in value

Financial habihities
Financial habilities are classified as either financial abiltties at FYTPL or other financtal habihities

Borrowings

Borrowings are imtially measured at fair value net of transaction costs Borrowings are subsequently measured at amortised
cost using the effective interest method wath interest expense recognised on an effective yield basis In accardance with 1AS
39 Ainancial Instruments Recognition and Measurement a substantial modification of the terms of an existing borrowing

1s accounted for as an extinguishment of the onginal hability and the recogmtion of a new hability Where the terms of the
modification are not substantialty different any costs patd i connection with the modiication are treated as an adjustment to
the carrying amount of the hability and are amortised over the rematning hfe of the modified liability

Denvative financial instrurments

Denwvatives are imtially recogmsed at fair value at the date a denvative contract 1s entered wnto and are subsequently remeasured
to theuwr fair value at each balance sheet date The fair value of forward foreign exchange contracts 1s calculated by reference to
spot and forward exchange rates at the balance sheet date The fauwr value of interest rate swaps 1s calculated by reference to
appropriate forecasts of yeld curves between the balance sheet date and the matunty of the instrument Changes m fair value are
ncluded as finance 1ncome or finance costs i the income statement except for gains or losses on the portion of an instrument
that 1s an effective hedge of the net investment in a foreign operation which are recogmised tn the net investment hedging
reserve Dervalive financial instruments are classified as non-current when they have a matunty of more than twelve months and
are not intended io be settled within one year

Trade payables
Trade payables are carned at fair value with any gans or losses ansing on remeasurement recognised 10 the income statement

Taxatwon
Tax s included in the income statement except to the extent that it relates to items recognised directly 1n equity n which case
the related tax is recogrised 1n equity

Current tax 1s based on the taxable profit for the year and 15 calculated using tax rates that have been enacted or substantively
enacted Taxable profit differs from net profit as reported n the income statement because it excludes items of income or
expense that are never taxable or tax deductible (permanent differences) or will be taxable at a later date {temporary differences)
Termporary differences principally anse when using balance sheet values for assets and llabihties that are different to ther
respective tax base values
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1 Significant accounting policies continued

Deferred tax 1s provided using the balance sheet habihity method an these temporary differences with the exception of goodwill
not deduciible for tax purposes the imitial recogmition of assets or habilities that affect neither accounting nor taxable profit and
differences relating to investments in subsidianies to the extent that they will probably not reverse in the foreseeable future The
amount of deferred tax provided 15 based on the expected manner of realisation or settlement of the carrying amount of assets
and habihties, using tax rates applicable at the balance sheet date A deferred tax asset s regarded as recoverable and therefore
recogmsed only when on the basis of all available evidence it can be regarded as more likely than not that there wall be suitable
taxable profits frorm which the future reversal of the underlying tempaorary differences can be deducied Deferred tax assets and
hablities are offset where the Group has a legally enforceable right to do so

Employee benefits
Penston costs
Pension liabiities all of which relate to defined contribution schemes are charged to the income statement as incurred

Share-based payments

The Group has applied the arrangements of IFRS 2 Share-based Payment Equity settled share-based payments are measured at
far value at the date of grant The fair values of the 2008 LTIP the COIP the Malching Share Agreement and the SAYE scheme

are calculated using Mente Carlo simulations or the Black-Scholes model as appropriate The fair values are dependent on

factors including the exercise price expected volatility pernod to exercise and nsk free interest rate Market related performance
conditions are reflected 1 the fair values at the date of grant and are expensed on a strarght line basis over the vesting penad
Non-market retated performance conditions are not reflected n the fair values at the date of grant At each reporting date the
Group estimates the number of shares likely to vest under non-market retated performance conditions so that the cumulative
expense will ulimately reflect the number of shares that de vest Where awards are cancelled including when an employee ceases
to pay contnbutions into the SAYE scheme the remawing fair value 1s expensed immedrately

Own shares

Own shares held by the Group are shown as a deduction from shareholders funds and included n other reserves The cost of
own shares 15 transferred to retained earmings when shares in the underlying incentive schemes vest The shares are held in an
Employee Share Ownership Trust

Revenue

Management fees

Management fees are recognised (n line with the property management contracts 1n the penod to which they relate They include
income 1n relation to services provided by CRPM to associates and joint ventures for asset and property management project
co-ordination procurement, and management of service charges and direcily recoverable expenses Income earned by X-Leisure
Limited and Gangal for similar services 15 recognised in the share of profit/(loss) 1n associates and Joint ventures

Performance fees

Performance fees are recogmsed as revenue by the Group or the relevant associate or joint venture when both the amount of
performance fee and the stage of completion of the relevant performance conditions can be measured rehably and when 1t 15
probable that the performance fee will be received Performance fees may be earned as follows

+ The Mall by CRPM on property level outperformance relative to the IPD Shopping Centre [Index {taking the 30 June 2010
valuation as the start point) of more than 50 basis paints provided that the fund level return 1s greater than zero payable at the
end of the Iife of the fund or ont an exit event which 1s defined as alisting sale of all the interests i the fund or the making of
a cash offer whichis accepted by a majonity of the vestors in the fund For 1) between 50 basis pomnts and 150 basis points
CRPM recewes 10% of the outperformance proceeds u} for between 150 basis points and 300 basis points of outperformance
CRPM recewves 15% of the outperformance praceeds, and ) for over 300 basis points of outperformance CRPM receves no
additional fee to ensure excessive nisks are not taken The provisions in the management agreements relating to removal for
underperformance which currently apply with effect from 31 December 2012 have been amended such that the GP board will
only have the nght to remove CRPM as the asset and property manager in the event of underperformance of at least 100 basis
potnts below the IPD Shopping Centre Index over the period ending 31 December 2014 The above changes will be effective from
21 July 2010 when the Mall Bond Security Trustee has tssued final confirmation of the fee arrangements
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Far the year to 30 December 2011

1  Significant accounting policies continued

The Junction by CRPM on any realised geared returns in excess of an internal rate of return of 15% over the penod from May
2009 to the disposal of the entire portfoho or the expiry of the fund

= X-Leisure by X-Leisure Limited on any realised geared return in excess of an internat rate of return of 15% over the period from
August 2009 to the disposal of the entire portfolio on the expiry of the fund or its conversion into a listed structure Anintenm
performance fee may be earned on the same basis If the X-Leisure portfolio 1s reduced to nine properties or fewer

- German portfolto by Gangal on any reahsed geared returns in excess of an internal rate of return of 12% over the pernod from
June 2010 to the disposal of the entire portfolio or its conversion into a listed structure subject to a maximum of €15 million

Provisions for performance fees payable by the underlying associate or jownt venture are made when there 1s a present obhigation
to settle the performance fee 1ts amount can be measured reltably and w15 probable that it will be paid Further disclosure on
performance fees 15 included in note 37

Net rental income
Net rental income 15 gross rental income adjusted for tenant incentives recogmsed on a straight line basis over the term of the
underlying lease less expenses directly related to letting and holding the properties

Dwidend and interest income

Dividend income from investments 1s recogmsed when the sharehelders night to receive payment has been established Interest
ncome 15 accrued on a time basis by reference to the principal outstanding and at the effective interest rate applicable which s
the rate that exactly discounts estimated future cash receipts through the expected hife of the financial asset to that asset s net
carrying amount

Fimance costs

All borrowing costs are recogmsed under Finance costs n the income statement in the period 1n which they are incurred Finance
costs alse include the amortisation of loan 1ssue costs any loss in the value of the Group s wholly owned nterest rate swaps and
any loss i the meffective portion of the Group s hedge of its net investment in a forewgn operation

Operating segments

The Group s reportable segments under IFRS 8 are The Mall The Junction X-Leisure, the German joint venture CRPM and
SNOfzone Other segments not individually reportable in the asset businesses are the Group s remaining associates and jont
ventures, comprising FIX UK Xscape Braehead The Waterside Lincoln Lurited Partnerstup The Auchinlea Partnership PPCR Group
(put into ligurdation in 201 1) Sauchiehall Centre (put into hquidation in 2011) and MEN Arena (sold 1n 2010) and 1is wholly owned
properties compnising Great Northern Warehouse, Hemel Hempstead and 10 Lower Grosvenor Place/Beeston Place (sold in 2010)
These have been combined into the “Other” segment as they meet the aggregation critena under IFRS 8 Other segments not
individually reportable \n the earmings businesses are X-Lewsure Limited and Gangal Asset Management GmbH which are included
with CRPM 1n the “Property management” segment as they also meet the aggregation cnteria under IFRS 8 Non-segment items
include Group overheads incurred by Capital & Reqronal plc and other subsidiaries and the interest expense on the Group s central
borrowing faciity

The Group s asset business segments {The Mall The Junction X-Leisure the German joint venture and Other segments) derve therr
revenue from the rental of investrment and trading properties The Group s earnings business segments (the Property ranagement
and SNO'zone segments) denve their revenue from the management of property funds and joint ventures and the operation of
ndoor skt slopes The sphit of revenue between these classifications satisfies the requirement of IFRS 8 Lo report revenues from
different products and services Depreciation and the vanable overhead represent the only significant non-cash expenses

The Group s interests in the assets hiabihties and profit or loss of its associates and jont ventures are proportionately consohidated
and shown on a see-through basis as this 1s how they are reported to the Board of directors There are no differences between

the measurements of the segments assets habilities and profit or loss as they are reported to the Board of direciors and ther
presentation under the Group s accounting policies




capreg com

Stock Code CAL

1 Significant accounting policies continued

Inter-segment revenue and expenses reprasent 1tems eliminated on consolidation and are accounted for on an arm s length basis
Management fees and other revenue itemns in the property management segment are earned from the asset business segments
where they are included under property and vord costs Since these asset business segments are proportionately consohdated the
costs would not eliminate aganst the income and have therefore not been spht out separately as inter-segment expenses

2a Operating segments

Asset businesses Earmngs businesses Group
Total Non
The Property reportable segment

TheMall Junction X Leisure Germany  Other management SNO'zone segments  items  Total
Year to 30 Decemnber 2011 Note £m £m £m £m £m £m £m £m £m £m
Rental income from external
sources 2b 160 30 51 193 124 - - 558 - 558
Property and vord costs (4 0) {0 6) (10) {26) (18) - - {10 0) - {100)
Net rental income 120 24 41 167 106 - - 458 - 458
[nterest income - — - 08 - - - 08 - 08
Interest expense (8 1) (2 1) (27} (96) (81) - - (30 6) -  (306)
Contnbution 39 a3 14 19 25 - - 160 - 16 0
Management fees 2b - - - - - 127 - 127 - 127
Management expenses - - - - - - 81) - (81) (393 (120)
SNQ'zone mcome 2b - - - - - - 124 12 4 - 12 4
SNO'zone expenses - - - - - - (115 (115) - (11 5)
Depreciation - - - ~ - 02) 02) 04) - {0 &)
Inter-segment revenue 2b - - - - - 01 - o1 - 01
Inter-segment expenses - - - - @y - - ©01) - 0 1)
Interest income on central
cash - - - - - - - - 01 01
Interest expense on central
facthity - - - - - - - - (0% (©9
Recuwring pre-tax profit 39 03 14 79 24 45 07 211 (47} 164
Vanable overhead - — - - - (0 6) - ©°6) (11 17)
Revaluahion of investment
properties (11) 12 42 (24} (09) — - 10 — 10
Profit/{loss) on disposals ©@7) 15 - o - - - 07 - 07
Impairment reversal of trading
properties 4 - - - - 07 - - o7 - 07
Impairment of goodwall 5 - - - - - (01} - ©1) - 01)
Gain on financial instruments 01 01 03 o7 14 - - 26 - 26
Investment income - - - 40 - - - 40 - 40
Other items 11 - - (11) - 01 01 - {02 (02)
Profit/(loss} before tax 33 31 59 90 36 37 08 294 (600 234
Tax charge 10a (e )]
Profit after tax 211
Total assets 2b 2129 413 710 2773 1716 74 21 7836 170 8006
Total labilities 2b (1480) (242) (405) (2226)(1488) {4 5) (20) (5906) (140) (604 6)
Net assets 64 9 171 305 547 228 29 01 193 0 30 1960
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2a Operating segments continued

Asset businesses Earnings businesses Group
Total ~ Non
The Property reportable segment
TheMall Junction X Leisure Germany  Other management SNO'zone segments items  Total
Year to 30 December 2010 Note £m £m £m £m £m £m £m £m £m £m
Rental income from externat
sources 2b 195 40 51 190 122 - - 59 8 - 598
Property and void costs {51) (@ 5) (12) (34) (14) - - (11 6) - {11 6)
Net rental income 14 4 35 39 i56 108 - - 482 - 482
Interest iIncome 01 - - g5 - - - 06 - 06
Interest expense {10 1) (3 4) (27) (105 (88 — - (35 5) - (355)
Contnbution 44 01 12 56 2C - - 133 - 133
Management fees 2b - - - - - 133 - 133 - 133
Management expenses - - - - - (7 3} - 73) (20 (113)
SNO!zone income 2b - - - - - - 125 125 - 125
SNQO'zone expenses - - - - - - (115) (1159) ~  (115)
Depreciation - - - - - {02) (03) 05) - 05)
Inter-segment revenue 2b - - - - 01 01 - 02 - 02
Inter-segment expenses - - - - (1 {01} - {02) - 02)
Interest income on central
cash - - - - - - - - 01 01
Interest expense on central
facility - - - - - — - - {19 {10
Recurring pre-tax profit 4 4 01 12 56 20 58 07 198 (49) 149
Vanable overhead - - - - - on - 07 (06} {13)
Revaluation of investment
properties 176 31 81 02 06 - - 296 - 296
Profit/(loss) on disposal 30 18 02 (06 01 - - 45 - 45
Impairment reversal of trading
properties 4 - - - - 01 - - 01 - 01
Impawrment of goodwall 5 - - - - - 07) - o7 - 7))
{Lossy/gam on financial
mstruments {0 2) (14) (10} 26 06 - - 06 - g6
Other items - - - (19 (13 05 19 (08 (05 (13)
Profit/(loss) before tax 248 36 85 59 21 49 26 524 (60) 464
Tax charge 10a (2 0)
Profit after tax L4 4
Total assets 2b 2256 675 670 2750 1522 88 25 7986 240 8226
Total habilibes 2b (1680) (437) (410) (2266) (1431) (4 5) (23) (6292) (189) (6481)
Net assets 57 6 238 260 48 4 51 43 0?2 169 4 S1 1745




capreg com

Stock Code CAL

2b Reconciliations of reportable revenue, assets and labilities

Year to Year to
30 December 30 December
2011 2010
Revenue Note £m £m
Rental income from externat sources 2a 558 598
Inter-segment revenue 2a 01 0z
Management fees 2a 127 133
SNO'zore income 2a 12 4 125
Revenue for reportable segments 810 858
Elimination of inter-segment revenue (0 1) (0 2)
Rental income earred by associates and joint ventures 18d 18e (48 4) (52 2)
Management fees earned by associates and jont ventures 18d 18e (36) (27)
Revenue per consolidated income statement 3 289 307
Revenue for reportable segments by country
UK 60 & 665
Germany 206 193
Revenue for reportable segments 810 858

Revenue 1s attributed to countries on the basis of the location of the underlying properties Revenue from the Group s major
customer 1s management fee income from The Mall LP 1ncluded in the property management segment whichrepresented £7 1
millien {2010 £8 9 rmllicn) of the Group s total revenue of £28 9 milhon {2010 £30 7 rmillion) Further information on related party

transactions 1s disclosed in note 37 to the financial statements

Year to Year to
30 December 30 December
2011 2010
Assets Note £m £m
Total assets of reportable segments 2a 783 6 798 6
Adjustment for associates and joint ventures (512 1) {543 5)
Non-segment assets 2a 170 24 0
Group assets 2885 279 1
Liabihties
Total liabiities of reportabte segments 2a (590 6) (629 2)
Adjustment for associates and jownt ventures 5121 5435
Non-segment habilities 2a (14 0) (18 9)
Group hablities {92 5) (104 6)
Net assets by country
UK 140 1 123 6
Germany 559 509
Group net assets 196 0 174 5
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For the year to 30 December 2011

3 Revenue

Year to Year to

30 December 30 December

2011 2010

Statutory Note £m £m

Asset businesses

Gross rent from wholly owned investment properties 10 09

Gross rent from whoily owned trading properties 64 67

Gross rent from wholly owned properties 74 76
Earmings busmesses

Management fees 91 106

SNOlIzone income 2a 12 4 125

Revenue per consolhidated income statement 2b 289 307

Finance income 5} 23 12

Total revenue 312 319

Management fees represent revenue earned by the Group s wholly-owned CRPM subsidiary

With effect from 21 July 2010 the fee basis earned by CRPM for asset and property managemnent on The Mall changed from a
percentage of property under management te a fixed fee of £4 5 rmitlion per annum 25% of this fee is subject to reduction on a
shiding scale from 100% to 75% if the valuation of the properties in the fund falls to between £850 mitlien and £600 rmillion The
above fee basis will be effective from 21 July 2010 when the Mall Bond Secunty Trustee has 1ssued final confirmation of the fee

arrangernents

4 Cost of sales

Year to Year to

30 December 30 December

2011 2010

Note £m £m

Property costs of wholly owned properties 03 02

Void costs of wholly owned properties 04 04

SNO'zone expenses 117 99

Impairment reversal of trading properties 12a 07) (01}

Total cost of sales 117 10 4
5 Other gains and losses

Year to Year to

30 December 30 December

2011 2010

Note £m £m

Profit on sale of SNO'zone Braehead subsidiary 32b 01 —

Loss on sale of MEN Arena joint venture - (02)

Impatrment of goodwtll 13 01) (07)

Total other gains and losses - (09)
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6 Fwmance income

Year to Year to
30 December 30 December
2011 2010
Note £m £m
Interest recevable 13 12
Gamn in fair value of financial instruments
~ Interest rate swaps 05 -
— Ineffective portion of forward foreign exchange contracts 02 -
— Unhedged element of {orward foreign exchange coniracts 03 —
Total finance iIncome 3 23 12
7 Finance costs
Year to Year to
30 December 30 December
2011 2010
£m £m
Interest payable on bank loans and overdrafts 48 48
Interest receivable on swaps {0 5) {0 4}
Interest payable 43 44
Amortisation of loan 1ssue costs 04 05
Other interest payable 10 13
Loss in fair value of financial instruments
— Interest rate swaps - 11
— Ineffective portion of forward foreign exchange contracts - 01
— Unhedged element of forward foreign exchange contracts — -
Total finance costs 57 74
8 Profit before tax
The profit before tax has been arrived at after charging the following items
Year to Year to
30 December 30 December
2011 2010
Note £m £m
Depreciation of plant and equipment 14 04 05
Property revaluation 12a i5 02
Impairment of goodwill 13 01 07
Impaument of trade recevables 19 - 01
Staff costs 9 135 135
Auditers remuneratton 02 02
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8 Profit before tax continued

Auditors’ remuneration
The analysis of the auditors remuneration 1s as follows

Year to Year to
30 December 30 December
2011 2010
£m £m
Fees payable to the Company s auditor and its assaciates for the audit of the Company s annual
financial staterments 01 01
Fees payable to the Company s auditor and their associates for other services to the Group - the
audit of the Company s subsidiaries 01 01
Total audit fees for the Company and its subsidianes 02 02
Fees payable to the Company s auditor and their associates for other services to the Group - the
audut of the Company s affiliates 01 01
Total audit fees 03 03
Tax compliance services 01 a1
Other non-audit services 01 -
Total non-audit fees 02 01
Total fees paid to auditor and theiwr associates 05 04

[ncluded in other non-audit services s an amount for audit related assurance services of £41 500 (2010 £40 000) which related
to the review of the Group s intenm report

The fees 1in relation to the audit of the Company s affiliates have been disclosed gross and have not been pro-rated to reflect the
Company s equity investmenst percentage

Of the tax compliance services payable to the Company s auditors €15 000 (2010 £nil) was payable by the Company, with the
balance of the fee relating to amounts incurred by affiliates

No services were provided pursuant to contingent fee arrangements

9 Staff costs

All remuneration including directors 1s paid by either CRPM or the SNO'zone companies

Year to Year o

30 December 30 December

2011 2010

Note £m £m

Salaries 105 109
Ex-gratia payments - 03
Discretionary bonuses 10 a3
Share-based payments 26 08 07
123 122

5Social security 11 12
Other pension costs 01 01
135 135

Except for the directors the Company has no employees The costs of the directors shown in the directors remuneration report are
borne by CRPM and appropnate amounts recharged to the Company
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9 Staff costs continued

staff numbers
The monthly average number of persons including duectors employed by the Group during the year was as follows
Year to Year to
30 December 30 December
2011 2010
Number Number
CRPM B84 91
SNQ'zone 251 253
Total staff numbers 135 344
10 Tax
10a Tax charge
Year to Year to
30 December 30 Decermnber
2011 2010
Note £m £m
Current tax charge/{credit)
UK corparation tax 22 -
Adjustments in respect of prior years (0 2) 06
Foreign tax 01 01
Total current tax charge/(credit) 21 (@ 5)
Deferred tax charge
Ongination and reversal of temporary timing differences 02 25
Total deferred tax charge 10c 02 25
Total tax charge 10b 23 20
£ml (2010 €ml) of the tax charge relates to items included in other comprehensive income
10b Tax charge reconciliation
Year to Year to
30 December 30 December
2011 2010
Note £m £m
Profit before tax 234 46 4
Profit multiplied by the UK corporation tax rate of 26 5% (2010 28%) 62 130
Non-allowable expenses and non-taxable items 25) (10
Utiisation of tax losses (11) 7
Tax on realised gans/{losses) (02) (15)
Unrealised (gans)/losses on tnvestment properties not taxable 01 82)
Temporary timing and controlled foreign companies income 01 10
Adjustments in respect of pnior years 03) {0 6)
Tatal tax charge 1Qa 23 20
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For the year to 30 December 2011

10c¢ Deferred tax

The following are the major deferred tax assets and ltabilities recognised by the Group and movements dunng the current and
preceding year

Total

Camtal Other rming deferred tax

allowances  differences lhiabihty

Note £m £m £m

At 30 December 2009 (49) 37 (12)
Deferred tax charge - (2 5) (2 5)
At 30 December 2010 (49) 12 37)
Deferred tax charge 10a (0 3) 01 (0 2)
At 30 December 2011 (52) 13 (39)

The reduction in the UK corporation tax rate at 1 April 2012 from 26% to 25% was substantively enacted on 5 July 2011
Consequently the UK corporation tax rate at which deferred tax1s booked in the financial statements 1s 25% (2010 27%)

There are no temporary differences relating to the unremitted earnings of subsidiaries as the Groups overseas subsidianes are
controlled foreign companies under UK tax legislation and their profits are treated as taxable in the UK in the year they arise No
deferred tax asset has been recognised in respect of temporary differences arismg from nvestments 1n assoclates and interests in
joint ventures of £2 2 million (2010 £3 0 rmillion) as1t1s not certam that a deduction will be available when the asset crystallises

10d Unused tax losses

The Group has €558 millien (2010 £111 4 rnlion} of unused revenue tax losses all of which are in the UK Unused revenue tax
losses have reduced over the pertod 1n mitigation of histonc tax matters following further negoitations with the tax authonties

A deferred tax asset of £0 5 rmillion (2010 £0 6 Tillion) has been recogmised inrespect of £2 1 mullion (2010 £2 2 mullion) of
these losses based on future profit forecasts No deferred tax asset has been recognised n respect of the remainder owing to the
unpredictability of future profit strearns and other reasons which may restrict the utiisation of the losses The Group has unused
capital losses of £21 4 rmillion (2010 £21 5 rmillien) that are avaitable for offset against future gains but no deferred tax has been
recogmsed (n respect of these losses owing to the unpredictability of future capital gains and other reasons which may restrict the
utiisation of the losses The losses do not have an expiry date

10e Factors affecting tax

The calculation of the Group s tax charge necessarily involves a degree of estimation and judgement in respect of certain items
whose tax treatment cannot be finally determined until a formal resolution has been reached with the relevant tax authonties
The Group has undertaken a number of other sigmficant transactions in prnior years which still need to be agreed with the tax
authonties The Group has assessed the potential exposure 1n respect of these transactions and mamntains a hmited provision on
the expectation that no matenal habihty will anse The Group continues to momitor the position together with its adwisers and 1s
seeking to agree these outstanding matters with the tax authoriies

The Budget on 23 March 2011 revised the previously announced phased reduction in the UK statutory corporation tax rate The
rate 1s now proposed to reduce to 23% (previously 24%} by § april 2014 The reduction in the UK corporation tax rate at 1 Apnil
2012 from 26% to 25% was substantively enacted on 5 luly 2011 This change will not have a sigmificant impact on the Group

In 2009 agreement was reached with the tax authonties related to tax structunng of previous property disposals by the Group 1n
2004 and 2005 which resulted 1in a habihty of £19 5 milhon including interest During the penod £10 0 million was paid and as at
30 December 2011 the nen-current corporate tax hability related to this was £5 0 million
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11 Earmings per share

The European Public Real Estate Association {"EPRA") has 1ssued recommendations for the calculation of earmings per share
informatton as shown in the followang tables

t1a Earnings per share calculation

Year to 30 December 2011

Year to 30 Decernber 2010

EPRA EPRA
Note Basic Diluted diluted Basic Diluted diluted
Profits (Em)
Profit for the year 211 211 211 Lb & L 4 (YA
Revaluation of investment properties 11b - - (10} - — (29 6)
Profit on disposal of investrment
properties (net of tax) ilb - - 05) - - (32)
Movernent in fair value of financial
instruments {nat of tax) 11b - - (20) - - 01
Impairment of goodwill 13 - - ot - - o7
Deferred tax charge on capital
allowances 10c — - 03 — - —
211 211 180 44 4 (YA 12 4
Waeighted average number of shares
(m}
Ordinary shares in 1ssue 25 1506 3506 3506 3506 3506 3506
Own shares held (18) (18) (18) 22 (22) {22}
Dilutive contingently 1ssuable shares
and share options - 02 02 - 05 05
348 8 3490 3490 348 4 3489 3489
Earmings per share (pence) 6p 6p 5p 13p 13p 4p

At the end of the year the Group had 15 569 672 {2010 14 671 893) share options and contingently 1ssuable shares granted
under share-based payment schernes that could potentially have diluted basic earmings per share in the future but which have not
been included 1n the calcutation because they are not dilutive or the conditions for vesting have not been met

11b Reconciliation of earnings figures included in eamnings per share calculations

Year to 30 December 2011

Year to 30 December 2010

Movement Movement

m fawr value n fair value

Revaluation Profit/(loss) of financial Revaluation  Profi/(loss) of financial

Nole movements on disposal instruments movements  on disposal  Instruments

Associates 18d 35 08 12 284 S0 (14)
Joint ventures 18e (10) 01) 04 14 (0 3) 3¢
wholly owned {15) - 10 (02) (0 2) (12
Tax effect — (0 2) (0 6) - (13} 07)
Total 1la 10 05 20 29 6 32 {0 1)
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12 Property assets
12a Wholly-owned properties

Freehold Leasehold Sub-total Freehold Total
mvestment investment imvestment trading property
properties properties properties properties assets
Note £m £m £m £m £m
Cost or valuation
At 30 December 2009 02 100 102 707 809
Impairment reversal of trading
properties - - - 01 01
Revaluation movement - {0 2) (02) - 02
At 30 December 2010 02 98 100 708 808
Acquisttton 18¢ 261 - 261 - 261
Disposal into a yoint venture 18c (26 1} - (26 1) - (26 1)
Impawrment reversal of trading
properties - - - a7 07
Revaluation movement - {15) {15} - (15)
At 30 December 2011 02 83 85 715 80 0O

The Group did not have any wholly owned development property in either the current year or the preceding year The Group has
pledged land and bulldings with a carrying amount of £79 8 rmithon (2010 £80 6 rmlhan} {0 secure banking facilities granted to
the Group mncluding amounts relating to trading properties of £71 5 million {2010 £70 8 milhion) Those bankng facilities restrict
the remittance of income from the properties to elsewhere in the Group

12b Property assets summary

30 December 30 December

2011 2010
valuation Valuation
Note £m £m
Wholly owned
Investment properties at fair value 85 100
Trading properties at the lower of cost and net realisable value 720 720
Unamorhised tenant incentives on trading properties (0 5) (12
B0 O 808
Joint ventures (100%)
Investment properties at fair value 5759 5467
Unamorhised tenant incentives on investment properties (6 0) (5 8)
18¢ 569 9 5409
Associates (100%)
Investment properties at fair value 1,871 7 22175
Head leases treated as finance leases on investment properties 702 848
Unamorhised tenant incentives on investment properties {44 8) (49 3)
Held for sale properties alt fair value B4 2 500

18d 1,9813 23030
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12b Property assets summary continued

Valuations

In addition to the wholly-owned properties shown above the Group s property assets include Ws share in the investment properties
held by its associates and joint ventures External valuations at 30 December 2011 were carned outon £2 479 7 rmllion {2010

£2 760 5 million) of the property assets held by the Group and 1ts associates and joint ventures, of which the Group s share was
£650 2 mulion (2010 £670 & million)

The valuations were carrted out by independent quahified professional valuers from CB Richard Eths Limited Cushman & Wakefield
LLP DTZ Debenham Te Leung Lirmited and lones Lang taSalle Limited These valuers are not connected with the Group and

their fees are charged on a fixed basis that 1s not dependent on the outcome of the valuations The valuations which conform to
Intermational Valuation Standards were arrived at by reference to market evidence of transaction prices for suwmilar properties

Directors valuations at 30 December 2011 were carned ocut on £132 6 mudlion (2010 £135 7 million) of the property assets of the

Group s assoctates and joint ventures of which the Group s share was €26 7 million (2010 €27 3 rmillion} The valuations were carmed
out by Kenneth Ford BSc FRICS and were armved at by reference to market evidence of transaction prices for similar properties

13 Goodwill

30 December 30 Decermnber

2011 2010

£m £m

At the start of the year 19 26
Impairment losses for the year 1) o7
At the end of the year 18 19

The goadwill carried in the Group balance sheet relates to the management contracts for the X-Leisure fund held by the Group s
X-Letsure Lumted joint venture The management contracts are co-termimus with the hfe of the X-Leisure fund The goodwill 1s
tested annually for impairment or more frequently if there are indications that it might be rmpaired An impairment review was
carned out at 30 December 2011 to calculate the recoverable ameunt of the goodwtll based on its value in use, denved from the
forecast cash flows generated by the management contracts

The fallowing key assumptions were applied to the forecast cash flows (1) the pre-tax rate used to discount the expected cash flows
159 5% (2010 11 2%) (1) management fees recewvable are 1n Iine with the asset management contract including both a fixed
element and a vanable amount dependent on the growth in net operating ncome of the X-Letsure fund () fixed and vanable
admimstration costs are assumed to grow by 2 4% per annum beyond the three-year period modelled in the Group s forecasts

(v} a performance fee 1s recewved on the expiry of the fund based on current forecasts of performance and (v} the expiry date of
the X-Leisure fund 1s 31 December 2014 with @ 50% chance that the life of the fund will be extended to 31 December 2021 If the
terrmination date of the fund were to be the imuial expiry date of 31 Decemnber 2014 there would be an additional impairment of
£0 2 rmilhon 1n the year
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14 Plant and equipment

30 December 30 December

2011 2010
£m £m
Cost or valuation
At the start of the year 27 44
Additions 03 05
Disposals 07 (22)
At the end of the year 23 27
Accumulated depreciation
At the start of the year (18) (3 4)
Charge for the year (0 4) (05)
Eliminated on disposal 06 21
At the end of the year (16) {18)
Carrying amount
At the end of the year 07 09

15 Available for sale investments

30 December 30 Decermnber

2011 2010
£m £m

Farr value
At the start of the year 03 013
Revaluation movement - -
At the end of the year 03 03

Avanlable for sale investments comprises of £303 682 (2010 £290 175) representing a 0 3% mterest in units of the Paddington
Central I and 11T Umt Trusts and £10 000 {2010 £10 000) representing a 49 99% 1nterest 1n Bestpark Investments Limited which
is treated as an investment as the Group does not exercise sigmficant influence or control over the entity On 12 January 2012 the
Group disposed of 1ts 0 3% nterest in the umits of the Paddington Central 11T Unit Trust for £0 3 million
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16 Non-current receivables

30 December 30 December

2011 2010
£m £m z
Financial assets =
Loans to joint ventures 321 247 3
Non-derwvative financial assets 321 247
Financial assets carned at fair value through the profit or loss
— Foreign exchange forward contracts 06 -
— Interest rate swaption 02 -
329 24 7
Non-financial assets 2
Prepayments - tenant incentives 04 12 %
333 259 ;
g
Interest 1s payable on loans to joint ventures at normal commercial rates The Group has pledged loans 1o joint ventures with a 7
carrying amount of £15 0 millien (2010 £14 6 milhon} to secure banking facilities granted to the Group @
17 Subsidiaries
A list of the significant investrments in subsidianes including the name ceuntry of incorporation and propertion of ownerstip o
nterest 1s given in note G to the Company financial statements %
&
The terms of the Group s central borrowing facility may restnict the ability of Capital & Regional Holdings Limited and 1its é
subsidiaries to make cash distributions or repay loans and advances to the Company or elsewhere in the Group if they would @
thereby cause a default on the facihity g
5
The terms of the borrowing facihties for the Great Northern and Hemel Hempstead properties include cash sweeps that restnct the <
ability of Mornson Merlin Limited and Capital & Reqgional Hemel Hempstead (Jersey) Lirmited to make cash distributions or repay
loans and advances to the Cornpany or elsewhere in the Group as disclosed 1 note 20
18 Investment in associates and joint ventures 2
18a Share of results £
Year to Year to g
30 December 30 December —8
2011 2010 T
Note £m £m =
Share of results of associates 18b 167 38 4
Share of results of joint ventures 18¢ 56 68
223 452

Other Information
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18b Investment in associates

30 December 30 December

2011 2010

Note £m £€m

At the start of the year 1108 76 4
[nvestment in associates 40 27
Share of results of associates 18a 18d 167 384
Dwvidends and capitat distribuiions recewed 37 (11 2) (6 3)
Forelgn exchange differences 01) -
Impairments - 04)
At the end of the year 18d 120 2 1108

The Group s assoclates are
Group interest

Average

At the start durning the At the end

of the year year of the year

% % %

The Mall Lirited Partnership 1672 16 94 18 16
The Junction Limited Partnership 1329 1326 1328
X-Leisure Limited Partnership 1193 11583 1193
The FIX UK Lirmled Partnership 20 00 2000 2000
Garigal Asset Management GmbH (“Garnigal”) 3006 3006 30406
Euro B-Note Holding Limited 4590 4990 4990

Whilst the Group holds less than 20% n The Mall Limited Partnership The Junction Limited Partnership and X-Letsure Limited
Partnersinp they are accounted for as associates as the Group has sigmficant influence ansing from its representation on the
General Partner boards The Group holds 20% of The FIX UK Limited Partnership and exercises signmficant influence through
its representation on the General Partner board and holds 30 06% of Gangal and exercises significant influence through its
representation on the advisory board The Graup holds an effective 49 90% of Euro B-Note Holding Limited and exercises
sigmficant influence through its ownership interest

The Mall Limited Partnership

During the second half of 2011 the Group purchased 13 & milhon umts in The Mall Fund at an average of £0 30 per umt for a total
consideration of £4 0 rmillion resulting tn a gain on investment of £1 1 million as disclosed in note 18d  These purchases increased
the holding in The Mall Fund by 1 44% to 18 16% at the end of the year

On 8 February 2012 the Group purchased 18 7 milhon umts in The Malt Fund at €0 30 par urut for a total consideration of £5 6
million and ths increased the holding in The Mall Fund from 18 16% t0 20 15%
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18b Investment in associates continued

The Junction Lumited Partnership

Under the terms of The Junction Lirmted Partnership fund s cpen offer in 2009 the Group s share fell to 13 44% and adjustments
could be made to the price at whch new umts were 1ssued to reflect the recoverabihity of debtors and the expected costs of certamn
remedial works At 30 December 2011 the expected wnpact of these adjustrnents would mean the Group s share 1n the fund would
be reduced to 13 29% (2010 13 29%)

X-Letsure Lirmited Partrership
On 18 March 2011 Hermes sold their investments i X-Leisure and X-Leisure Lirmted to AREA whichresulted in amendments to
management contracts but has no matenal impact on the Group

Euro B-Note Holding Limited

As disclosed in note 18d dunng the year investrment income of £4 0 million was recogmsed which relates to the Group s share

of the fatr value uphft on the €18 0 rmillion of jumior debt that was acquired by the Group and the German jomt venture partner
shortly before the 2010 year end The loan receivable was fair valued to €12 9 million as at the date of the successful debt
extension in the relevant German jomnt venture portfolio 1n July 2011 and 1s being carned at amortised cost of €13 5 million {(Group
share of £5 6 million} as at 30 Decernber 2011

Cash distnbutions

The borrowing arrangements of The Mall The Junction X-Lewsure and FIX UK include certain terms including cash sweeps that
may restnct their ability to make cash distributions to the Group as follows

+ The Mall1s unable te make distnbutions as long as 1ts LTV 15 above 60% and 1ts debt above £600 million

+ The Junction s able to make distributions and made a distribution te the Group of £9 9 milen duning the year

= X-Lewsure s able to make distributions and made a distnibution to the Group of £1 3 million during the year

+ FIX UK1s unable to make distnbutions until the expiry of 1ts loans i February 2013
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18c¢ Investment in joint ventures

30 December 30 December

2011 2010

Note £m £m

At the start of the year 257 303
[nvestment in joint ventures 12 -
Share of results of joint ventures 18a 18e 56 68
Dividends and capital distnbuticns received 37 {4 5) (34)
Fareign exchange differences {0 8) (15)
Share buy backs from jont ventures - c8)
Net assets of MEN Arena jeint venture disposed of - 59
At the end of the year 18e 27 2 257

The Group s significant joint ventures are
Group interest

Average

At the start during the At the end

of the year year of the year

% % %

German portfolio 5000 S0 00 50 00
X-Leisure Lirnited 5000 50 00 50 00
Xscape Braehead Partnership 5000 50 00 50 00
The Auchwnlea Partnership 5000 50 00 5000
Waterside Lincoln Limited Partnership - 5000 5000

The Greup s investments in joint ventures include its share of the German portfolio 15 {49 6%) and 1ts investments in X-Leisure
Limited (50%), Xscape Braehead Partnership (50%) The Waterside Lincoln Limited Partnership (50%) and The Auchinlea
Partnership {S0%) The Group s share in the German portfolio 15 accounted for at 50% as the minonty interests are included as a
habihity on the joint venture balance sheet

German portfolio

The €162 3 million debt in one of the German portfolios matured in July 2011 As anticipated as part of the refinancing process
a covenant breach was tnggered in Apnl 2011 and a standstill agreement was agreed for a period until 14 July 2011 On 15 July
2011 agreement was successfully reached to extend the maturity of the €162 3 million debt by three years The key terms of the
debt extension include no change n the margin but an extension fee of 10 basis pownts im year ane 25 basis points in year two
and 100 basis points i year three and fixed LTV and ICR targets that commence in July 2012

The Group invested €1 4 rmllion (£1 2 rmullion) inte the German portfolio during the year to fund the purchase of Schwabisch Hall
on 30 Decernber 2011 and vanous debt refinancing costs

During the year the German portfolio made distnibutions ta the Group of €4 3 million (£3 7 million)
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18c Investment in joint ventures continued

X-Leisure Lirmited
On 18 March 2011 Hermes sold thewr investmeants in X-Leisure and X-Lewsure Limited to AREA which resutted (n amendments to
management centracts but has no matenal impact on the Group

During the year X-Leisure Limited made distributions to the Group of £0 5 mithion

The Auchinlea Partnership
Duning the year The Auchinlea Partnership made distributions to the Group of £0 3 million

Waterside tincotn Lirmted Partnership

On 22 February 2011 the Group completed the purchase of The Waterside Shopping Centre (*Waterside®) in Lincoln for total cash
consideration of €26 1 rmillion being a property cost of £24 8 million and directly related transaction costs of £1 3 mullion The
acquisitien was completed ut:hsing a new four year £13 6 million facility from Deutsche PostBank together with existing cash resources

On 8 March 2011 the Group conchtionally exchanged contracts with Karoo Investment Fund [T S C A SICAV-SIF (*Karoo”) to form a
Jont venture by selling 50% of the Group s nterest in Waterside (“the Disposal’) As the Group and Karoo have common sigmificant
shareholders the formation of the joint venture was conditional upen shareholder approval which was granted on 1 Apnl 2011

On 8 April 2011 the Group completed the Dispoesal The Group inthally acquired the Waterside through an English Lirmited
Partnership consisting of a General Partner and two equal Lumited Partners In order to form the jomnt venture the Group sold the
entire share capital of one of the Limited Partners and 50% of the share capital of the General Partner to Karoo Under the terms
of the Disposal 1t was agreed that Karoo would fund half of the total costs and related expenses incurred by the Group in acquinng
Waterside Accordingly the total amount pad by Karoo was £6 4 million compnising a purchase price for the shares being sold of
£58k and £6 37 mullion of inancing that had been provided by the Group to complete the purchase of Waterside Following the
Disposat the Group s remaiming 50% interest in Waterside 15 classified as a loan to joint venture amounting to £6 4 milhon at 30
Decarnber 2011 The profit duning the penod from the date of purchase on 22 February 2011 to the date of disposal on 8 April
2011 was €0 1 million
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18d Analysis of investment 1n associates

Year to Year to
30 December 30 December
The The 2011 2010
Malt  Junction X-Lewisure Others Total Total
Note £m £m £m £m £m £m
Income statement (100%)
Revenue — gross rent 945 223 42 4 109 1701 197 8
Property and management expenses (18 4} {2 8) (7 6) (11) (29 9) (34 G)
void costs 53 {05) (16} (03) (77 (10 3)
Net rent 08 190 332 95 1325 1535
Net interest payable (477 (15 8) (22 4) (9 2) (95 1) {119 0)
Contribution 231 32 108 073 374 345
Revenue - management fees - - - 43 43 09
Managemaeant expenses - - - (29) (2 9) (0 8)
Revaluation of investment properties {59) 81 355 (3 8} 339 194 4
Profit/(loss} on sale of investment properties {4 4) 112 - - 68 335
Fair value of interest rate swaps 02 04 28 37 71 (137)
Investment income 18b - - - 81 81 -
Prafit before tax 130 229 491 97 94 7 248 8
Tax — - — {0 4) (0 4) -
Profit after tax 130 229 491 93 94 3 248 8
Balance sheet (100%)
Investment properties 12b 9332 2759 5573 13G7 1,897 1 22530
Investment properties held for sale 12b 842 - - - 842 500
Other assets 154 8 346 380 226 2500 2643
Current liabilities (50 2) (6 3) (22 7 {70} (86 2) (203 &)
Non-current habilities (764 7) (175 7) (317 1} {126 1} (1,383 6) (16112)
Net assets (100%) 3573 1285 2555 202 7615 7527
Income statement (Group share)
Revenue — gross rent 160 30 51 22 263 306
Property and management expenses 31 (05} 0 8) 01} {4 5) (5 4)
void costs 09 (01} (02) oD {13) (16)
Net rent 120 24 41 20 205 236
Net interest payable (8 1) (2 1} 27) (18) (14 7) (18 1)
Contrnibution 39 03 14 02 58 55
Revenue - management {ees - - - 13 13 03
Management expenses - - - 09) (09) 03)
Revaluation of investment properties 11b (11) 12 42 (0 8) 3s 28 4
Profit/{loss) on sale of investment properfies 11b 07) 15 - - 08 50
Fair value of interest rate swaps 11b 01 01 03 07 12 {14)
Investment income 18b - - - 40 40 -
Gain recognised on investment it Mall 18b 11 - - - 11 -
Gain recogrised on investment in Garigal - - - - - 09
Profit before tax 33 31 59 45 168 384
Tax - - - (01} {0 1) —
Profit after tax 18b 33 31 59 44 16 7 38 4
Balance sheet {Group share)
Investment properties 1695 367 665 261 298 8 3404
Investrnent properties held for sale 153 - - - 153 84
Other assets 281 46 45 84 456 L2 4
Current habilties 91 (08} (27) (16) (14 2) (310
Non-current llabilities (138 9} {23 4} (37 8) {25 2) (225 3) (245 4)
Net assets (Group share) 18b 64 9 17 1 305 77 120 2 1108
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18e Analysis of investment in joint ventures

Year to Year to
30 December 30 December
German 2011 2010
portfolio Others Total Total
Note £m £m £m £m
Income statement (100%)
Revenue — gross rent 386 S6 44 2 44 2
Property and management expenses 51 09 (6 0} 80
void costs (0 2) (0 6) (0 8) 02)
Net rent 333 41 374 360
Net interest payable (18 3) 41 (23 4) (26 1)
Contnbution 140 - 140 99
Revenue - management fees - 47 &7 47
Management expenses - (3 9} (39) (3 5)
Revaluation of investment properties (4 8) 29 19) 38
Loss on sale of investment properties 01) - (0 1) (0 6)
Fair value of interest rate swaps 04 03 07 67
write-off of SNO'zene tenant incentives - - - (2 1)
Profit before tax 95 40 135 189
Tax (2 1) (02 23) (4 1)
Profit after tax 7 4 38 112 14 8
Balance sheet (100%)
Invastment properties 12b 4956 743 5699 54009
Other assets 158 138 297 366
Current hiabilities (386) (6 6) (45 2} {173 7)
Non-current habihies {406 6) {93 4) {500 0) {352 7)
Net assets (100%) 663 {119) S4 &4 511
Income statement (Group share)
Revenue — gross rent 193 28 221 216
Property and management expenses (2 5) {05} 30 3N
void costs 01) (03 0 4) (0 1)
Net rent 167 20 187 17 8
Net interest payable (9 6) 20 (11 6) (12 8)
Contnbution 71 - 71 50
Revenue - management fees - 23 23 24
Management expenses - (19) (19) (18}
Revaluation of investment properties 11b (2 4) 14 (10) 14
Loss on sale of investment properties 11b 01 - 1) 03
Fair value of interest rate swaps 11b 0?2 02 04 32
Wwrite-off of SNO'zone tenant incentives - - - (10)
Profit before tax 48 20 68 89
Tax {11) 1) (L2) 21
Profit after tax 18¢ 37 19 56 68
Balance sheet (Group share)
Investment properties 2478 371 2849 2705
Other assets 80 69 149 183
Current habilities (19 3) (33 (22 6) (86 8)
Non-current labilities (203 3) (46 7) (2500) (176 3)
Net assets (Group share) 18¢ 332 (60 27 2 257
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19 Current receivables

30 December 30 Decemnber
2011 2010
m £m
Financial assets
Trade receivables 07 17
Amounts owed by associates 14 14
Amounts owed by joint ventures 02 02
Other recevables 09 09
Accrued income 05 06
Nen-derivative financial assets 37 48
Finanaoal assets carned at fair value through the profit or loss
- Foreign exchange forward contracts - 08
37 54
Non-financial assets
Prepayments 13 17
50 71

Trade receivables largely comprise amounts owed by tenants af the Group s whelly owned properties Before accepting a new
tenant a review of its creditworthimess is carried out using an external credit sconng systern and other pubhicly available financial
information Included in the non-denvative financial assets halance are recewvables with a carrying amount of £1 1 mullion (2010
£2 3 million) which are past due at the reporting date for which the Greup has not provided as there has not been a sigmficant
change n credit quality and the amounts are still considered recoverable The Group holds collateral of £0 1 million (2010 £0 2
milhon} over trade tecewvables as security deposits held in rent accounts The average age of trade recewables1s 35 days (2010 31

days)
30 December 30 December
2011 2010
£m £€m
Analysis of non-denvative current finanecial assets
Not past due 26 25
Past due but not indwidualty impaired
Less than 1 month 04 12
1to 3 months 01 03
3 to 6 months - -
Over 6 months 06 08
37 48

30 December

30 December

2011 2010
£m £m
Allowances for doubtful recewvables
At the stari of the year o8 08
Additional allowances created - g1
Utilised durning the year ©6) 01)
At the end of the year 02 08
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20 Cash and cash equivalents

30 December 30 December

2011 2010

£m £m

Cash at bank 16 2 230
Secunty deposits held n rent accounts o1 02
Other restricted balances 37 25
200 257

Other restricted balances include amounts subject to a charge agawnst vanous borrowings and may therefore not be avaitable for

general use by the Group

The analusis of cash and cash equivalents by currency 15 as follows

30 December 30 December
2011 2010
£m £m
Sterting 197 252
Euro 03 05
200 257
21 Current payables
30 December 30 December
2011 2010
£m £Em
Financial habihites
Trade pauyables 04 02
Accruals 41 20
Payable to asscciates 07 07
Other payables 17 34
Non-dervative financial habihties 69 63
Non-financial habilities
Deferred income 19 34
Other taxation and social secunty 12 12
100 109

The average age of trade payables 15 20 days (2010 30 days} and no amounts incur interest (2010 £ml)
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22 Non-current payables

30 December 30 December

2011 2010
£m £m
Financial habihities
Accruals 02 03
Other payables 03 -
Non-dervative financial habilities 05 03
Financial habihties carned at fair value through profit or loss
— Interest rate swaps 35 45
40 48

23 Borrowings

23a Summary of borrowings

The Group generally borrows on a secured basis and barrowings are arranged to ensure an appropnate matusity profile and to
matntain short term liquidity Short medium and long term funding 1s raised principally through revolving credit facilities from

a range of banks and financial institutions There were no defaults or other breaches of financial covenants that were not waived
under any of the Group s barrowings duning the current year or the preceding year

30 December 230 December

2011 201¢
Borrowings at amortised cost Note £m £m
Secured
Fixed and swapped bank loans 23d 596 608
Vanable rate bank loans 23d 76 97
Total borrowings before costs 23b 672 705
Unamaortised 1ssue costs 06) (11)
Total borrowings after costs 66 6 60 4
Analysis of total borrowings after costs
Current 50 06
Non-current 616 68 8
Total borrowings after costs 66 6 69 4

Borrowings financing certain whotly owned properties are secured by charges on those properties which are carned at £79 8
rmithon (2010 £80 6 million} as disclosed 1n note 12a The Group s central borrowing facihity 1s secured by charges over the umts
the Group holds in The Mall The Junction and X-Leisure funds carrted at €112 S milhon {£2010 £107 4 million) as disclosed in
note 18d, charges over certain holdings in and loans to the German joint venture carned at £34 9 rmilhion {2010 £35 6 million}
and quarantees by the Company

As disclosed in note 18¢ during the year the Group drew down £13 6 million on a new four year facility from Deutsche PostBank
to part fund the acquisition of Waterside and capitalised related loan arrangement fees of €0 3 rmillion On 8 Apnil 2011 a jownt
venture was formed by selling 50% of the Group s interest in Waterside At 30 December 2011 the Deutsche PostBank debt 15
disclosed n see-through debt as part of the Group share of joint venture beorrowings The movemnent dunng the year on the Group
balance sheet related to the Deutsche PostBank borrowing was
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23a Summary of borrowings continued

30 December

2011
Statutory balance sheet — Deutsche PostBank £m
At the start of year -
Bank loan drawn down 136
Loan arrangement costs (0 3)
Borrowing after costs 133
Disposal into a joint venture (133)

At the end of the year -

Qverview

Busingss Review

23b Maturity of borrowings

30 December 30 December
2011 2010
Note £m £m
From two to five years - 636
From one to two years 619 59
Due after more than one year 619 695
Current 53 i0
23a 67 2 705

23¢ Undrawn committed facilities
30 December 30 December
2011 2010
£m £m
Expiring between cne and two years 580 -
Expiring between two and five years — 580

The undrawn amount represents the balance on the Group s central revolving credit faciity Under the terms of the loan covenants,

as disclosed i note 24e £58 0 rmillion (2010 £58 0 million} was actually avallable for drawdown at year end The Articles of the

Company also restrict borrowing but this did not irmt the amount avaitable for drawdown on the fatility durning the current year or

the preceding year
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23d Interest rate and currency profile of borrowings

30 December 30 December

2011 2010
Note £m £m

Fixed and swapped rate borrowings
6% to 7% 59 6 608
23a 596 608
Floating rate borrowings 23a 76 97
67 2 705

All loans are sterling denonuinated wath the weighted average length of fix being 1 8 years (2010 2 8 years) Floating rate
borrowings bear interest based on three month LIBOR

24 Financial instruments and risk management
24a Overview

Capital nsk management

The Group manages its capital to ensure that all entities in the Group will be able to continue as going concerns while maximising
the returns to shareholders through the optirmsation of the debt and equity balance The overall strategy of reducing the Group s
levels of balance sheet and see-through debt remained unchanged from 2010

The capital structure of the Group consists of debt which includes the horrowings disclosed 1n note 23a, cash and cash equivalents
as disclosed in note 20 and equity attributable to equity holders of the parent comprising 1ssued share capital reserves and
retained earmings as disclosed in the Statement of changes in equity For the purpose of calculating gearing ratics debt 1s defined
as long and short terrn borrowings (excluding dervatives) excluding unamortised 1ssue costs Equity includes all capital and
reserves of the Group attnbutable to equity holders of the Company

The Group 1s not subject to externally imposed capital requirements The Board reviews the capital structure and cost of capital
on an annual basis but does not set specific targets for gearmg ratios The risks assoclated with each class of capital are also
considered as part of the nisk rewiews presented to the Audit Commuttee and the Board The Group has met its objectives for
managing camital during 2011 wath a reduction in its net debt to equity ratios largely as a result of property disposals
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24a Overview continued

Geanng ratios

30 December 30 December

2011 2010
Statutory Note £m £m
Debt before unamortised issue costs 23a 672 705
Cash and cash equivalents 20 (20 0) (25 7)
Group net debt 472 44 8
Cash adjustment! - 50
Adjusted group net debt 47 2 498
Equity 196 0 1745
Debt to equity ratio 34% 40%
Net debt to equity ratio 24% 26%
Adjusted net debt to equity ratio 24% 29%

30 December 30 December

2011 2010
See-through Note £fm £m
Debt before unamortised 1ssue costs 24f 497 0 5322
Cash and cash equivalents (56 8) (64 7)
See-through net debt 4402 4675
Cash adjustment* — 50
German debt adjustment? {75) (7 8)
Adjusted see-through net debt 4327 464 7
Equity 196 0 1745
Debt to equity ratio 254% 3065%
Net debt to equity ratio 225% 268%
Adjusted net debt to equity ratio 221% 266%
Property assets - wholly cwned 12a 800 80 8
Investment properties - associates 18d 3141 3488
Investment proparties - jont venturas 182 2849 2105
Property vaiue 6790 7001
Debt to property value ratio 73% 76%
Net debt to property value ratio 65% 67%
Adusted net debt to property value ratio 64% 66%

' Adusted for the £5 0 milhon tax payment made on 31 December 2010 related to current tax habilities recorded at 30 December 2010

2 adjusted for the Group s share of the €18 ¢ million German jumor debt acquired during 2010
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24a Overview continued

Categones of financial assets/(lhabihities)

2011 2010
Carrying Gawn/{loss) (Loss)/gain Carrying  Gan/(loss)  (Loss)/gain
value tomcome toequity value  toincome to equity
Note £m £m £fm £m £m £m
Financial assets
[nvestments 15 03 - - 03 — -
Available for sale 03 - - 03 - -
Loans to joint ventures 16 321 12 (0 4) 247 11 (11)
Current recewvables 18 37 - - 48 (01) -
Cash and cash equivalents 20 200 01 - 257 01 -
Loans and recewvables 558 13 (0 &) 552 11 (11)
Foreign exchange forward
contracts 1619 06 05 09 06 01 27?2
Denvatives n effective hedges 06 05 09 06 01) 22
Interest rate swapticn 16 02 {05) - - - -
Assets at fair value held for
trading 02 0 5) - - - -
Fimancial habilities
Current payables 21 69) G5 - (6 3) (03 -
Non-current payables 2?2 05) - - ©3) - -
Current borrowings 23a (50) - - {0 6} - -
Non-current borrowings 23a (61 6) 7 - (68 8} (59} -
Liabihities at amortised cost (74 0) {4 2) - (76 0) (6 2) -
Interest rate swaps 22 (3 5) 10 - (4 5) {11) -
Liabilities at fair value held
for trading (35 10 - (4 5) {11) -
Total fimancial (habihihes)/assets (20 6) 19 05 {24 4) (6 3) 11

Significant accounting policies

Details of the sigmficant accounting policies adopted in respect of each ciass of fimancial asset financial labhty and equity
wstrument including the criteria for recogrnition the basis of measurement and the basis on which income and expenses are
recognised are disclosed in the accounting policies w0 nete 1

Financial sk management objectives

Exposure to credit interest rate and currency nisks arse in the normal course of the Group s business The Group seeks to rmimmise
the effect of these risks by using dervatve financial mstruments to manage exposure to fluctuations v interest rates and foreign
currency exchange rates Such instruments are not employed for speculative purposes The use of any denvatives 1s approved by
the Board, which provides guidelines on the acceptable levels of interest rate nsk credut nsk foreign exchange nisk and hquidity
nisk and the ranges of hedging required against these risks
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24b Interest rate risk

The Group normally raises bank debt on a floating rate basis and fixes a substant:al portion of the interest payments by entering
into interest rate swaps The Group s objective in managing its interest rate nisk 1s to ensure that it always maimntains sufficient
headroom to cover interest payments from anticipated cash flows and the directers regularly review the ratio of fixed to floating
rate debt to assist this process The Group 15 exposed to fair value nsk from 1ts fixed rate debt and interest rate risk from its floating
rate debt loans to jont ventures and cash The Group does not hedge account its interest rate swaps and states them at fair value
with changes in fair value included in the income statement

The following table shows a summary of the Group s interest rate swap contracts and their matunty dates

Fawr value Gain/(loss) Fair value

Notienal Contract 30 December to ncome 30 Decemnber

principal Fixed rate 2011 2010 2010

Matunty date £m % £m £m £m

Interest rate swap 10 October 2013 59 6! 4 42 {3 5) 10 {4 5)
Interest rate swaption? 2 September 2017 500 275 02 (Q5) =

! The notional principal at 30 December 2010 was €60 8m
2 The prermum pawd during the year was £0 7m and the exercise date of the interest rate swaption s 2 September 2013

Sensitiity analysis

The following table shows the Group s sensitivity to a 1% ncrease or decrease in Sterling and Euro interest rates To calculate the
impact on the income statement for the year the interest rates on all external floating rate interest beanng locans and borrowings
and interest earming cash ncluding loans and cash within associates and joint ventures have been increased or decreased by 1%
The income statement impact includes the effect of a 1% decrease or increase ininterest rates on the market values of interest
rate derwatives

1% mncrease n interest rates 1% decrease 1n interest rates

Year to Year to Year to Year to

30 December 30 December 30 December 30 December

2011 2010 2011 2010

£m £m £fm £m

Fleating rate loans and cash — gain/{loss} {0 4) 05 04 {05)
Interest rate denvatives — gan/(loss) 80 112 (8 0} (112)
Impact on the income statement — gain/{loss) 76 117 (7 6) (1t 7)
Impact on equity — gain/(loss) 76 117 (7 6) (117}

24¢ Credit nisk

The Group s pninaipal financial assets are loans to joint ventures bank and cash balances short term deposits trade and other
recewvables and investments Credit nsk being the nsk that a counterparty will default on its contractual obligations resulting n
finzncial loss to the Group 1s primarly attributable to loans to joint ventures and trade and other recewables which are principally
amounts due from associates and joint ventures and from tenants As a result there 1s a concentration of credit nisk ansing from the
Group s exposure to these associates and joint ventures but the Group does not consider this nisk to be matenal as it 1s rutigated

by the sigmificant influence that it 15 able to exercise through its holdings and management responsibitties 1n relation to those
associates and joint ventures Credit nisk ansing from tenanis 1s mitigated as the Group monitors credit ratings for sigmficant tenants
and there 1s an allowance for doubtful receivables that represents the esimate of potential losses in respect of trade recewvables

The credit nsk on short term deposits and derwvative financtal instruments 15 imited because the counterparties are banks with
Mgh credit ratings assigned by international credit-rating agencies The Group 15 not exposed to significant credu nsk on 1ts other
financal assets

95

Overview

Business Review

Corporate Governance

Financial Statemnents

Other Information




96 Capital & Reqional
Annual Report and Accounts for the year ended 30 December 2011

Notes to the financial statements continued
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24d Currency risk

The Group publishes its consohdated financial statements in Sterhing but has mvestments and loans to 1ts German jont venture
pertfolio which have the Euro as thewr functional currency Therefore the Group s subject to currency nsk due to exchange rate
movements which affect the translation of results and underlying net assets of the German joint venture portfolio

Net investment hedge

The Group uses a forward foreign exchange contract as a hedge of its net investment in the German joint ventures At 30
Decernber 2011 this was achieved through a contract for €47 0 million (2010 €47 0 millien) at a fixed exchange rate of 1 1797
(2010 1 143) which hedges 81% (2010 85%) of the Group s German investment During the year the Group closed out the
previous forward contract which matured on 27 June 2012 and entered into a new forward contract which extended the hedging
arrangement until 28 March 2013

Only the spot element of the forward foreign exchange contracts 1s designated as the hedging instrument determined as the
undiscounted difference between the spot rate on the trade date and the spot rate on the revaluation date applied to the notignal
The unhedged forward element of the fair vatue 1s determimed as the total fair value less the spot element Changes in the forward
element of the fair value are reported through the income statement as finance mcome or finance costs as appropnate Dunng
the year this change in the unhedged element of the fair value was a gamn of £0 3 rillion (2010 £nil) as disclosed n note 6
Dunng the year the ineffective portion of the hedge resulted in a gain of £0 2 milhon (2010 charge of £0 1 rmilhon) to the income
staterment as disclosed in note 6

Sensitivity analysis

The following table shows the Group s sensitivity to a 10% strengtheming or weakening in Sterling against the Euro To calculate
the impact on the mcome statement for the year the average exchange rate has been decreased or increased by 10% The
translational effect on equity 1s irmited due to the Euro hedging in place The effect on equity 1s calculated by decreasing or
increasing the closing exchange rate with an adjustment for the movement in the currency hedge It 1s assumed that the net
investrment hedge will be 100% effective

10% strengthening in sterling  10% weakeming 1n sterling

Year to Year to Year to Year to

30 December 30 December 30 December 30 December

2011 2010 2011 2010

£m £m fm £m

[mpact on the income statement - gain/{loss) {0 8) (0 6) 09 a7
Impact on equity - gain/(loss) {12) (0 4) 21 15

24e Liquudity risk

Liguidity nsk reftects the risk that the Group will have insufficient resources to meet 1ts financial liabilities as they fall due The
day-to-day operations of the Group are largely funded through the items inctuded i the breakdown of recurnng profit included in
note 2a The majenty of income within recurnng profit 1s received quarterly since the inflows and outflows from net rental iIncome
and net interest payable generally coincide with English quarter days and property management fees are billed to the funds
quarterly As aresult the Group normally has sufficient funds to cover recurning adrmimstrative expenses which occur throughout
the year Liguidity nsk therefore anses principally from the need to make payments for non-recurnng items such as tax
payments and the close out of denvative financial instruments Payments may also be necessary aganst bank debt facilities to
prevent covenant breaches on toans related to the Group s wholly owned properties or o cover losses n the Group s joint ventures
of to repay loans when they fall due
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24e Liquudity risk continued

The Group s objective in managing hquichty nisk 15 ko ensure that it has sufficient funds to meet all us potentiat habilities as they
fall due both m normal market conditions and when considering negatve project:ons aganst expected outcomes so as to avoid
the nisk of incurnng contractual penalties or damaging the Group s reputation The Group s treasury department maimntains a
roliing ewghteen month forecast of anticipated recurring and non-recurring cash flows under different scerarnios This 15 compared
1o expected cash balances and amounts avanlable for drawdewn on the Group $ core Tevolving credit faciity 1o ensure that any
potential shortfalls in funding are identified and managed The Group s primary means of managing hquidity nisks the £58 0
million (2010 £58 0 rmihion) core revolving credit facility expiring in Septernber 2013 which was undrawn and fully available for
draw down at the end of the year as disclosed 1n note 23¢

The following table shows the maturnty analysis of non-denvative financial assets/(habihhies) at the balance sheet date and where

applicable their effective interest rates

Effective Less than More than
nterest rate 1 year 1-2 years 2-5 years 5 years Total
2011 Note % £m £m £m £m £m
Fmancial assets
Avallable for sale investments 15 03 - - - 03
Non-current recewvables 16 42 - 106 215 - 321
Current receivables 19 37 - - - 37
Cash and cash equivalents 20 05 200 - - - 200
24 0 106 215 - 561
Financial habihities
Borrowings — fixed and swapped
bank lpans! 23a 6 30 - (59 6) - - {59 6}
Borrowings — vanable rate bank
loans 23a 349 (53) (23) - - (76)
Current payables 21 (6 9) - - - {69)
Non-current payahles 22 - @Q5) - - @5)
(12 2) (62 4) - - (74 6)
Effective Less than More than
Interest rate 1 year -2 years  2-5 years 5 years Total
2010 Note % £m £m £m £m £m
Financial assets
Available for sale investrments 15 ¢3 - - - 03
Non-current recewables 16 497 - 37 210 - 247
Current receivables 14 48 - - - 48
Cash and cash equivalents 20 075 257 — - - 257
308 37 210 - 555
Financial habilities
Borrowings — fixed and swapped
bank loans 23a 626 - - (60 8) - {60 8)
Borrowings — vanable rate bank
loans 23a 324 (10) (59) (2 8 - ©7
Current payables 2t (673) - - - 63)
Non-current payables 22 - - (03) - {0 3)
(7 3} (59 (639) - (77 1}

' The maturity s the same as the contractual repricing of the Group s fixed and swapped bank toans
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24e Liquidity nsk continued

The following tables detail the Group s remaining contractual maturity for its non-denvative financial iablities The tables have
been drawn up based on the undiscounted cash inflows/(outflows) of financial habilities based on the earhest date on which the
Group cah be required to pay, including both interest and principal cash flows

Less than More than
1 year 1-2 years  2-3 years  3-4years  4-5years 5 years Total
2011 £m £€m £m £Em £m £€m £m
Non-interest beanng (69) {0 5) - - - - (7 4)
Vanable interest rate instruments (7 5) (63 4) - - - - (70 9)
(14 4) (63 9) - - - - (78 3)

Less than More than
1 year 1-2 years 2-3 years 3-4years  4-5years 5 years Total
20190 £Fm £m £m £m £m £m £m
Non-interest bearing {6 3) - (03) - - - (6 6)
Variable interest rate instruments (31 (85) (65 8) - - — (77 4)
(9 4) (8 5) (66 1) - - - (84 Q)

The following tables detail the Group 5 remaining contractual matunty for its denvative financial assets/(habities) all of which
are net settled based on the undiscounted net cash inflows/(outflows) When the amount payabte or receivable 1s not fixed 1t has
been determined by reference to the projected interest and foreign currency rates as lustrated by the yield curves existing at the
reporting date

Less than More than
1 year 1-2 years 2-3 years 3-4 years  4-5years 5 years Total
2011 £m £m £m £m £m £m £m
Net settled
Interest rate swaps 29 (15) - - - - (3 5)
Interest rate swaption - - 01 g1 - - 02
Foreign exchange forward contract - 06 - - - — 06
(2 0} {0 9) 01 01 - — 27)
Less than More than
1 year 1-2 years 2-3 years 3-4years  4-5years 5 years Total
2010 £m £m £Em £m £m £t £m
Net settled
Interest rate swaps 21) (16} (0 8) - - - (4 5)
Foreign exchange forward contract 06 — - - - — 06

(15 (16) 08 - - - 09
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24f Fawr values of financial instruments

The fair values of financial instruments together with their carnying amounts in the balance sheet are as follows

Notional 2011 2011 2010 2010
principal Book value Fairvalue Book value Fair value
Note £m £m £m £m £
Financial habihities not at fawr value
through mncome statement
Sterling denorminated loans 23a (67 2) (67 2) (70 5) {70 5)
Total on balance sheet barrgwings (67 2) (67 2) (70 5) (70 5)
Group share of associate borrowings (202 7) (2027) (237 7) (237 7}
Group share of joint venture berrowings (227 1) (2282) (224 Q) {225 3}
Total see-through borrowings 24a (497 0) (4981) (532 2) {533 5}
Denvative assets/(habilities) at fawr value
through mcome statement
Sterling interest rate swaps 22 596 (35} (35) (4 5) (4 5)
Sterling interest rate swaption 16 500 02 02 - -
Foreign exchange forward contracts 1619 393 06 06 06 06
Total on balance sheet denvatives [r-3)) 27) (39) (39}
Group share of Sterling interest rate swaps in
assoclates and joint ventures 3218 (13 1) {131) (15 5) (15 5}
Group share of Euro interest rate swaps in joint
ventures 167 6 (2 4) (2 4) {29) (29
Total see-through dernvatives (18 2) (182) (22 3) (22 3)
Less foreign exchange forward contracts (0 6) 06) (0 6) {0 6}
Total see-through interest rate denvatives 30 (18 8) (18 8) (22 9) {22 9}

The fair value of borrowings has been estimated on the basis of quoted market prices The fair value of the interest rate swaps and
Interest rate swaption have been estimated by calculating the present value of future cash flows using market discount rates The
fair value of the forward forewgn exchange contract has been estimated by applying the quoted forward foreign exchange rate to
the undiscounted cash flows at matunty

Details of the Group s cash and deposits are disclosed in note 20 and their fair values and those of all other financial assets and
liabilities are equal to thewr book values

Fair value measurements recognised in the consolidated balance sheet
The following table provides an analysis of financial instruments that are measured subsequent to imtial recognition at fair value
grouped into Levels 1 10 3 based on the degree to which the fair value 1s observable

Level 1 fair value measurements are those derived from quoted prices {unadjusted) in active rmarkets for ideniical assets or
liabihties

+ Level 2 far value measurements are those denved from inputs other than quoted prices included within Level 1 that are
observable for the asset or hability either directly {1 e as prices) or indwrectly {1 e denved from prices)
Level 3 fair value measurements are those derved from valuation techmques that include inputs for the asset or hability that
are not based on observable market data {unobservable inputs)
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24fF Fair values of financial instruments continued

2011
Level 2 Level 3 Total
Note £m £fm £m
Financial assets
Avaitable for sale mvestments 15 - 03 03
Interest rate swaption 16 o2 - 02
Foreign exchange forward contracts 16,19 06 - 06
o8 03 i1
Financial habuities
Interest rate swaps 22 {3 5) - {3 5)
(33 - (3 5)

There were no transfers between Level 1 and Level 2 in the year Since the only Level 3 fair value measurements in the year related
to available for sale investments the reconcihation of the movement in these measurements 1s disclosed in note 15

249 Breach of loan agreements

On 12 January 2012 the Group cbtained a bank waiver for the Hemel Hempstead loan n relation to an anticipated covenant
breach which would have tniggered on 30 January 2012 following the admimistration of the anchor tenant 1t was agreed with the
bank to make a cash deposit of £0 9 milhon The wawer 1s valid until 29 April 2012 at which time the position will be reassessed in
hght of the submitted planmng applicaticn for the redevelopment of the Hemel Hempstead property

On 5 March 2012 the German joint venture obtaimed a one year bank waiwer for two 1oans in the same portfolic whieh had

margnally breached thewr LTV covenants at year end As part of the waiver the LTV covenant was extended for the next test date in
December 2012

25 Share capital

Number of shares 1ssued and Nominal value of shares

Number of authorised shares fully paxd 1ssued and fully pad
2011 2010 2011 2010 2011 2010
Number Number Number Number £m £m
Ordinary shares of 1p each
At the start and end of the year 857,589,603 857589603 350,612,754 350612 754 35 35
Deferved shares of 9p each
At the stari and end of the year 71,343,933 71348933 71,348,933 71348933 64 G4
Total called-up share capital 421,961,687 421961 687 99 g9

The Company has cne class of Ordinary shares which carry voting nights but nonght to fixed income Deferred shares carry netther
voting nor dividend nghts
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26 Share-based payments

The Group s share-based payments compnse the SAYE scheme the 2008 LTIP the Matching Share Agreement and the COIP Full
details of each of the schemes are disclosed 1n the Birectors remuneration report on pages 36 to 39 In accordance with IFRS 2

the fair value of equiiy-seitled share-based payments 1o employees 1s determined at the date of grant calculated using either a
Black-Scholes option pricing model or a Monte Carlo simulation

Analysis of income statement charge

Year to Year to

30 December 30 December

2011 2010

£m £m

2008 LTIP 08 a4

Matching Share Agreement = 03

Equity-settled share-based payments 08 07

Cash-settled share-based payments — Employers National Insurance - 01
Movements during the year

Matching
SAYE scheme share

Invitation1 Invitation II 2008 LTIP  agreement COIP

Qutstanding at 3¢ December 2009 795 369 - 13500 000 302 055 1202 080

Granted dunng the year - - - - -

Exercised dunng the year (23 699) - - - -

Forfeited/lapsed/expired during the year (80 348) - (500 000) - -

Outstanding at 30 December 2010 691,326 - 13 000 000 302 (55 1202 080

Granted during the year - 459 567 500,000 - -

Exercised durnng the year (22 984) - - (302 059) -

Forfeited/lapsedsexpired during the year (66 437) (12 261) - - -

Outstanding at 30 December 2011 601 905 487 306 13 500 000 - 1202 080

Exercisable at the end of the year - - - - -

Fair value of award at grant date £015 £0 05 £0 20 £476 £0 14

Weightied average exercise price 22 8p 36 7p 00p 00p 00p

weighied average remawning contractual life 0 59 years 3 33 years n/a n/a n/a

On 1 November 2011 a new invitation (invitation 1) to participate in the SAYE scheme was made to employees

The 2008 LTIP awards are subject te a performance condition based on growth of total shareholder return (TSR} as disclosed in the

Directors remuneration repori on page 37

COn 31 Decemnber 2011 all of the COIP lapsed as the performance cniteria were not met

On 1 February 2012 the first SAYE scheme inwitation (invitation 1) matured and participants are ehgible to exercise their options

for up to six months from this date
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26 Share-based payments continued

Assumptions
The key assumptions and inputs used n the fair value models were

SAVE scheme Matching

share
Invitation1 Inwvitation II 2008 LTIP  agreement COIP
Share price at grant date 45 5p 34 0p 319p 553 0p 44 75p
Exercise price 46 Qp 367p oop 00p 00p
Expected volatility 84% 56% 83% 37% 84%
Expected Ihife (years) 312 300 300 299 304
Risk free rate 2 28% 351% 1 58% 378% 2 58%
Expected dividend yield 11 0% 14 7% 0% 4 9% 112%
Lapse rate 40% 2% 0% 0% 0%
Correlation n/a n/a n/a 30% 29%

Expected volatility 15 based on the histonc volatility of the Group s share price over the three years to the date of grant The nsk
free rate 1s the wyield at the date of grant on a gilt-edged stock with a redemplion date equivalent to the expected life of the option
or the performance penod of the relevant scheme Oplions are assumed to be exercised at the earhest possible date

27 Own shares

Qwn shares

£m

At the start of the year 97
Disposed of on exercise of options 29)
At the end of the year 68

The own shares reserve represents the cost of shares in the Cornpany purchased (n the market At 30 December 2011 the Capital
& Regional plc 2002 Employee Share Trust (the “ESOT™} held 1 841,102 (2010 2 166 141) shares to assist the Group 1n meeting the
outstanding share awards under the schemes descnibed above The night to recewve dividends on these shares has been waived The
market value of these shares at 30 Decemnber 2011 was £0 6 million {2010 £0 7rmillicn}

28 Reserves

The special reserve arose on the cancellation of the Company s share premum account in 2009 when £141 0 milhon of the share
premum account was credited to retained earnings and the balance of £79 5 milion remained n the special reserve pending
consent from all of the Company s creditors Dunng the year the spectal reserve of £79 5 milhion was transferred to retained
earmngs following the resoiution of the outstanding required consent from the Company s creditors

The merger reserve of £60 3 mullion arose on the Group s capital raising in 2005 which was structured 50 as to allow the Company
to claim rmerger rehef under section 612 of the Companies Act 2006 on the 1ssue of Qrdinary shares The merger reserve 15
available for distnbution to sharehotders

The acquisition reserve of £9 5 rillion relates to the purchase of the entire ordinary share capital of Morrison Merhin Limtted 1n
2005 prior to which 1t had been a joint venture in which the Group had a 50% interest The balance on the reserve arose from the
difference at the date of acquisition between the carrying value of the Group s existing interest and its fair value The reserve will
remain on the balance sheet until Mornson Merlin Limited 15 sold

The foreign currency reserve of £5 6 milhion and the net investment hedging reserve deficit of €2 & million respectively show
foreign exchange translation differences from the Group s investment 1n its German joint venture and any hedges of that
investment
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29 Reconciliation of net cash from operations

Year to Year to
30 December 30 December
2011 2010
Note £m £Em

Profit on ordinary actvities before financing 268 526

Adjusied for

Share of profit in associates and joint ventures 18a (22 3) (45 2)
Loss on revaluation of investrnent properties 12a 15 02

Loss on sate of MEN Arena joint venture - 02

Impairment of goodwll 13 01 07

Impairmeni teversal of trading properties 12a (07) {01}
Deprectation of ather fixed assets 14 04 05

Decrease i recewables 23 Q&
Decrease n payables 07) 71)
Non-cash movermnent relating to share-based payments 26 08 a7

Net cash from operations 82 29

30 Net assets per share

EPRA has 1ssued recommended bases for the calculation of certain net assets per share information as shown n the

following table

30 December

30 December 2011 2010
Net assets Number of  HNet assets Net assets
Note £m shares (m) per share (£) per share (£}
Basic net assets
Own shares held 196 0 3506 056 050
Dilutive contingently 1ssuable shares and share
options 27 - (18)
Fair value of fixed rate loans (net of tax) - 02
EPRA triple net assets (0 8)
Exclude fair value of fixed rate loans {net of tax} 1952 3490 056 050
Exclude fair value of see-through interest rate
denvatives 24f a8
Exclude deferred tax on unrealised gains and capital
allowances 188
EPRA net assets 35
2183 3490 063 057
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31 Return on equity

30 December 30 December

2011 2010

£m £m

Total comprehensive income attnbutabte to equity shareholders 207 440
Opening equity shareholders funds 1745 1298
Return on equity 11 9% 319%

32 Disposal of subsidiaries
32a Waterside Lincoln Limited Partnership

As disclosed in note 18c on 8 Aprit 2011 the Group disposed of 50% of its interest in the Waterside Lincoln Lumited Partnership
The net assets of Waterside Lincaln Lirmted Partnership at the date of disposal were

8 Aprnl
2011
£m
Investment property 261
Non-current habilities (13 3)
Net assets disposed of 128
Gawn on disposal =
Total constderation 128
Satisfied by

Cash and cash equwvalents 64
Fair value of equity nterest and shareholder loan to joint venture 64
128

Net cash inflow ansing from dispesal
Consideration recewed 1n cash and cash equivalents 6 4

32b Snozone Braehead

On 16 December 2011 the Group disposed of 100% of its interest in Snozone (Braehead) Limited for cash consideration of £0 1
mithon The net assets of Snozone (Braehead) Lirmted at the date of disposal were €nil and a profit on disposal of £0 1 million was
recognised

16 December
2011
£m

Net cash outflow ansing from disposal
Consideration recewved 1n cash and cash equivalents 01
Less cash and cash equivalents disposed of {0 2)

©1)
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32b Snozone Braehead continued

The results of the Snozone Braehead subsidiary which have been wncluded 1n the consolidated income statement were as follows

Penod to Period to

16 December 30 December

2011 2010

£m £m

SNO'zone income 27 27
SNOtzane expenses (2 8) (30)
Recurring pre-tax loss (0 1) {03)
Other non-recurmnng tems = 19
(Loss}profit after tax 01) 16

33 Lease arrangements

The Group as lessee — operating leases
At the balance sheet date the Group s future rmmmum lease payments and sublease receipts under non-cancellable operating
leases related to land and buildings were as follows

Year to Year to
30 December 30 December
2011 2010
£Em £m
Lease payments
within one year (22 (20
Between one and five years (7 4) (7 6)
After five years (217) {257)
{31 3) {35 3)
Sublease receipts
Between one and five years 01 01
01 01

Operating lease payments are denorminated in sterling and have an average remaiming lease length of 15 years {2010 17 years)
and rentals are fixed for an average of 3 years (2010 9 years} Duning the year there were no contingent rents (2010 €nil) and the
Group incurred lease payments recognised as an expense of £2 2 millign (2010 £2 3 million)
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33 Lease arrangements continued

The Group as lessor

The Group leases out all of its investment properties under operating leases for average lease terms of 10 years (2010 12 years)
to expiry The most sigmficant leasing arrangements are summarised in the fund portfelio information The future aggregate
mimmum rentals recewvable under non-cancellable operating leases are as follows

Unexpired 30 30

average Less More December December

lease than 1 2=5 6-10 11-15 16-20 than 20 2011 2010

term year years years years years years Total Total

100% fhqures Years £m £m £m £Em £m £m £m £m
The Mall 8 4 792 24572 157 8 572 298 1322 701 4 8338
The Junction 112 17 4 69 4 782 419 150 - 225 ¢ 3741
X-Lewsure 136 401 1556 1773 102 6 366 185 5307 564 2
FIX UK 69 102 334 159 76 21 01 733 638
Total associates 1469 50386 4332 2093 875 1508 1,5313 18359
German portfolio 70 375 1108 671 24 4 40 - 243 8 2435
Other Joint ventures 116 63 226 210 127 85 - 715 629
Total joint ventures 438 1334 881 371 126 ~ 3153 306 4
Wholly owned 105 67 259 299 10 4 38 - 767 97 2
Total 197 4 662 9 5512 256 8 104 2 150 8 1,9233 22395

There was no contingent rent (2010 €ml) recognised in income from wholly owned properties durning the year

34 Capital commitments

At 30 December 2011 the Group s share of the capital commitments of 1ts associates joint ventures and wholly owned properties
was €0 5 milhon {2010 £2 5 milion) This comprised €0 4 million (2010 £1 3 rmillion) relating to The Malt £md mullion (2010 £0 5
milhon) relating to The Junction and £0 1 rmilion (2010 £0 7 rmillhen) relating to other assets

35 Contingent liabilities

Other than the tax-related contingent habihties disclosed in note 10e there were no other contingent habilities at the end of either
the current year or the preceding year

36 Events after the balance sheet date

Paddington Central IIT Umit Trust disposal
On 12 January 2012 the Group disposed of 1ts 0 3% interest in the umts of the Paddington Central 11 Unit Trust for €0 3 million

Breach of loan agreement

On 12 January 2012 the Group obtained a bank waiver for the Hemel Hernpstead loan in relation to an anticipated covenant
breach which would have tnggered on 30 January 2012 following the adrmimistration of the anchor tenant It was agreed with the
bank to make a cash deposit of £0 9 million The wawver s valid until 29 Aprid 2012 at which ime the posttion will be reassessed in
hght of the submitted planning apphcation for the redevelopment of the Hemel Hempstead property

On S March 2012 the Germany jount venture obtained a one year bank waver for two loans in the same portfolio which had
marginally breached their LTV covenants at year end As part of the wawer the LTV covenant was extended for the next test date 1n
December 2012

Mall umt purchase
On 8 February 2012 the Group purchased 18 7 miilion units 1n The Mall Fund at £0 30 per unit for a total consideration of €5 6
million and this increased the holding in The Mall Fund from 18 16% to 20 15%
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37 Related party transactions

Transactions between the Company and its subsidianes which are related parties have been eliminated on consohdation and are
not disclosed i this note Transactions between the Group and its associates and joint ventures all of which occurred at normal

market rates are disclosed below z
Interest recewved Distributions recewved E
Year to Year to Year to Year to &
30 December 30 December 30 December 30 December
2011 2010 2011 2010
£m £m £m £m
Assocrates
The Junction Limited Partnership - - 99 S6
X-Leisure Limited Partnership - - 13 07
- - 112 63 4
Jont ventures 3
Xscape Braehead Partnersiip 06 05 - - ?
The Auchinlea Parinership - - 03 - 2
X-Leisure Lumted - - 05 03 §
German joint venture compantes 07 06 37 31
13 11 45 34
Fee income and rent Net amounts
mcome/{expense) recewvable from @
Year to Year to As at As at %
30 December 30 December 30 December 30 December g
2011 2010 2011 2010 é
£m £m £m £m @
Associates %
The Mall Limited Partnership 71 89 07 07 S
The Junchion Lumited Parinership 11 13 01 -
X-Leisure Lumited Partnership (16) (13) - -
The FIX UK Lirmted Partnership 01 01 - -
67 90 08 Q7
Jownt ventures
Xscape Braehead Partnership 01 (01} 107 102 é
X-Lesure Limited 01 € 2) 01 01 g
German Joint venture companies - 02 150 14 6 =
Waterside Lincoln Luimited Partnership 01 - 64 - TU;
03 {01 322 249 2
=
[ 7

Amounis recewable from associates are unsecured and do not incur interest and they are payable on demand and settled 1n cash

Amounis receivable from the Xscape Braehead Partnership and the German joint venture incur interest at commercial rates
which 1s payable on demand Principal amounts owed by the Xscape Brachead Partnership are repayable 1n 2012 and 2013 and
principal amounts owed by the German jont venture companies are repayable in 2013 The balances are unsecured and settled in
cash Amounts recewvable fror the Waterside Lincoln Lirmited Partnership are interest free and repayable on demand

Management fees are recewed by Capital & Regional Property Management Lirmited and are payable on demand unsecured do
not incur interest and are settled in cash

Other Information
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For the year to 30 December 2011

37 Related party transactions continued

All rents payable by SNO'zone companes are due to the relevant Xscape Partnerships SNO'zone Limuited (operatar of the sk slopes
at Milton Keynes and Castleford) paid rent of £1 6 rition (2010 £1 4 million} to the X-Leisure Limited Partnership SNO'zone
{Braehead} Limited was scid on 16 December 2011 but paid rent of £¢ 1 rmihon {2010 £0 3 million} to the Xscape Braghead
Partnership

Waterside Lincoln Limted Partnership

During the year the Group formed a joint venture with Karoo Investment Fund 115 C A SICAV-SIF (“Karoo™) by selling 5G% of the
Group s interest in The Waterside Shopping Centre in Lincoln As the Group and Karco have common significant sharehelders the
formation of the joint venture was condittonal upon shareholder approval which was granted on 1 Apnl 2011 Included within
loans o Joint ventures 15 an amount of £6 4 rmillion related fo the Waterside Lincoln Limited Partnership The detans of this
transaction are disclosed 1n note 18c

Performance fees

Certain entities 1n the Group may receive performance fees when investors realise their interests in the underlying funds or joint
ventures either at the end of the ife of the fund on the sale of some or all of the underlying properties, or through another
realisation mechamism such as a listing No performance fees were recewed from or paid to related parties in either the current
year ar the preceding year

The Mall Fund

CRPM will earn a performance fee1f the property level return 1s positive and 15 more than 50 basis points abeve the index when
measured from July 2010 to the realisaticn of the fund which 1s due to expire m Apnil 2017 Part of any performance fee earned
may be payable to certain key CRPM management and staff as part of thewr incentive plans The Mall performance fees were
effective from 21 July 2010 but are subject to final confirmation by the Mall Bond Security Trustee which 1s expected shortly as
disclosed in note 3 The Group will also bear 20 15% of the cost of this performance fee as an invester in The Mall fund following
the purchase of additionat Mall umts on 8 February 2012

The Junction Fund

CRPM will earn a performance fee 1f the internal rate of return 1s over 15% when measured from May 2009 to the realisation of the
fund which s due to expwe \n July 2013 Part of any performance fee earned may be payable to certain key CRPM management
and staff as part of their incentive plans The Group will also bear 13 29% of the cost of this performance fee as an investor in The
Junction fund

X-Lelsure Fund

X-Lewsure Limited will earn a performance fee 1f the internal rate of return 1s over 15% when measured from August 2009 to the
realisation of the fund which 15 due to expire 1n December 2014 Up to 50% of any performance fee earned may be payable to
certain key X-Leisure Limited management and staff as part of their incentive plans The Group will also bear 11 3% of the cost of
this performance fee as an investor 1n the X-Leisure fund

German joint venture

Gangal will earn a performance fee if the internal rate of return 15 over 12% when measured from August 2010 to the realisation
of the joint venture whose current business plan runs to June 2013 Up to 80% of any performance fee earned may be payable
to certain key Garigal management and staff as part of thewrr incentive plans The Group will also bear 49 60% of the cost of this
performance fee as an investor in the German joint venture
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37 Related party transactions continued

Transactions with key personnel

In accordance with JAS 24 key personnel are considered to be the executive and non executive directors as they have the
authonty and responsitnhity for planning directing and controlling the activities of the Group Their remuneration in the income
staterment 1s as follows

Year to Year to

30 December 30 Decernber

2011 2010

£m £m

Short term employment benefits 20 13
Post employment benefits 01 g1
Share-based payments* 06 05
27 19

* share-based payments relate to amounts awarded under the 2008 LTIP the COIP and the Matching Share Agreement
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Independent auditor’s report

to the members of Capital & Regional ple

We have audited the financial statements of Capital & Regional ple for the year ended 30 December 2011 which comprise the
Group Income Statement the Group Statement of Comprehensive Income the Group Balance Sheet the Group Statement of
Changes in Equity the Group Cash Flow Statement the related notes 1 to 37 the Parent Company Balance Sheet and the related
notes A to G The financial reporting framework that has been applied in the preparation of the Group financial statements 1s
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union The financial reporting
framework that has been applied in the preparation of the Parent Company financial statements s applicable law and Umted
Kingdem Accounting Standards (United Kingdom Generally Accepted Accounting Practice}

This report 1s made solely to the Company s members as a body n accordance with Chapter 3 of Part 16 of the Companies Act
2006 Our audit work has been undertaken so that we might state to the Company s members those matters we are required to
state to them wn an auditor s report and for no other purpose To the fullest extent permitted by law we do not accept or assume
responsibility to anyone other than the Company and the Company s members as a body, for our audit work for this report or for
the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Directors Responsibilities Statement the directors are respensible for the preparation of the
financial statements and for being satisfied that they gwve a true and farr view Our responsibility 1s to audit and express an opinion
on the financial statements in accordance with applicable law and Internationat Standards on Auditing (UX and Ireland) Those
standards require us to comply with the Auditing Practices Board s £thical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaiming evidence about the amounts and disclosures in the inancial statements sufficient to give reasonable
assurance that the financial staterments are free from matenal misstaternent whether caused by fraud or error This includes

an assessment of whether the accounting pohictes are appropnate to the Groups and the Parent Cormpany s circumstances

and have heen consistently applied and adequately disclosed the reascnableness of sigmficant accounting estimates made by
the directors and the overall presentation of the financial statements In addibion we read all the financial and nen-financial
mformation in the annual report to wdentify maternal inconsistencies with the audited financial statements If we become aware of
any apparent matenal missiatements or inconsistencies we consider the wmplications for our report

Opimon on financial statements

In our opinion
the financial statements give a true and fair view of the state of the Group s and of the Parent Company s affairs as at 30
Decemnber 2011 and of the Group s profit for the year then ended
the Group financial statements have been properly prepared in accordance with 1IFRSs as adopted by the European Union
the Parent Company financal statements have been properly prepared 1n accordance with Umted Kingdom Generally Accepted
Accounting Practice and

+ the financial statements have been prepared in accordance with the requirements of the Compames Act 2006 and as regards
the Group financial statements Article 4 of the IAS Regulation

Opinion on other matters prescribed by the Compames Act 2006

In our opinion

+ the part of the Directors Remuneration Report to be audited has been properly prepared in accordance with the Companes Act
2006 and

+ the inforrmation qwen 1n the Directors Report for the financial year for which the financial statements are prepared 15 consistent
with the hinancial statements
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Matters on which we are required to report by exception
We have nothing to repori in respect of the following

Under the Compamnies Act 2006 we are required to report to youif n our opimon

adequate accounting records have not been kept by the Parent Company or returns adequate for our audit have not been
recewved from branches not vissted by us or

the Parent Company financial statements and the part of the Directors Remuneration Report to be audited are not n
agreement with the accounting records and returns or

+ certain disclosures of directors remuneration specified by law are not made or

+ we have not recewved all the information and explanations we require for our audit

.

Under the Listing Rules we are required to review
the directors statement contained within the Corporate Governance Report in relation to going concern
the part of the Corporate Gevernance Statement relating to the Cocmpany s comphance with the mne provisions of the UK
Corporate Governance Code specified for our review, and
certain elements of the report te shareholders by the Board on directors remuneration

Mdens Clde Fca

Andrew Clark, FCA (Semor Statutory Aud:tor)}
for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
Lendon Umted Kingdom

6 March 2012
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Company balance sheet

At 30 December 2011

Registered number 1399411
Prepared in accordance with UK GAAP

2011 2010
Note £m £m
Fixed assets
Investments C 1451 1780
Current assets
Debtors — amounts falling due wvathin one year D 142 4 1433
Debtors — amounts fatling due after more than one year D 185 140
Cash and deposits 14 52
162 3 162 5
Creditors — amounts falling due within one year
Trade and other creditors E (97 5) {160 4)
(97 5) (160 4)
Net current assets 64 8 21
Creditors — amounts falling due after more than one year
Loan guarantees 03 (Q4)
Corporation tax payable E {50) (100)
{5 3) (10 4)
Net assets 204 6 1697
Capital and reserves
Called-up share capital F 99 59
Merger reserve F 603 603
Special reserve F - 785
Capital redemption reserve F 44 44
Retained earnings F 1300 156
Shareholders’ funds 204 6 169 7

These financial statements were approved by the Board of directors authonsed for 1ssue and signed on their behalf on 6 March

2012 by

Charles Staveley
Group Finance Director

Condlad Sreectey
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Notes to the Company financial statements

For the year to 30 December 2011

A Accounting policies

Although the Group consolidated finan¢ial statements are prepared under IFRS the Cornpany financial statements for Capital &
Regional ple presented in this section are prepared under UK GAAP The main accounting palicies have been applied consistently
n the current year and the preceding year

Investments amounts owed by subsidtanies and amounts owed by associates and jont ventures are stated at cost less provision
for impairment Where there s an indication that an investment 1s impatred an impairment review s carned out by comparing
the carrging value of the mvestment aganst tts recoverable amount which 1s the higher of 1ts estimated value in use and fair
value This review involves accounting Judgements about the future cash flows from the underlying associates and joint ventures
and 1n the case of CRPM estimated asset management fee income less estimated fixed and vanahle expenses

Transactions in foreign currencies are translated imto sterling at exchange rates approximating to the exchange rate ruling at the
date of the transaction Monetary assets and habilthies denecminated in foreign currencies at the balance sheet date are translated
to sterling at the exchange rate ruling at that date and differences arsing on translation are recognised in the income statement

The Company s related party transactions are described in note 37 to the Group financial statements The Company had no direct

employees during the year (2010 none) Infermation on the directors emoluments share options lang-term incentive schemes
and pension contributions s shown in the directors remuneration report

B  Profit / (loss) for the year

As permitted by section 408 of the Compames Act 2006 the profit and loss account of the Company s not presented as part of these
financial staternents The profit for the year atinbutable to equity shareholders was £34 9 mulion (2010 loss of £23 4 milhon)

C Fixed asset investments

Joint Other
Subsidiaries ventures nvestments Total
£m £m £m £m
At the start of the year 164 3 134 03 1780
Investment 42 05 - &7
Imparrment of investments (37 86) - - (37 6)
At the end of the year 1309 139 03 1451

The Company invested €0 6 million (£0 5 rmillion) into the German joint venture during the year to fund the purchase of
Schwabisch Hall on 30 December 2011 and various debt refinancing costs

Dunng the year several of the Company s subsidianes converted intercompany balances payable Lo the Company 16 equity
resulting in a £4 2m increase in the Company s investment 1n subsidianes balance

Note G shows the pnincipal substdianies, associates and joint ventures held by the Group and the Company Other investments are
described 1n note 15 to the Group financial statements
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Notes to the Company financial statements continued

For the year to 30 December 2011

D Debtors
2011 2010
Amounts falling due within one year £m £m
Amounts owed by subsidianies 1423 1418
Amounts owed by joint ventures - -
Corporation tax recoverable - 15
Other recewvables 01 -
142 4 1433
2011 2010
Amounts falling due after more than one year £m £m
Amounts owed by joint ventures 185 140
185 140
E Creditors
2011 2010
Amounts falling due within one year £m £m
Amounts owed to subsidianes 956 154 4
Trade payables - 01
Current tax payable 07 50
Other creditors - 01
Accruals and deferred income 12 08
97 5 1604
2011 2010
Amounts falling due after more than one year £m £m
Corporation tax payable
From one to two years 50 50
From two to five years - 50
50 100
F  Share capital and reserves
Non-distributable Distributable
Capital
Share Special  redemption Retamed Retatned Merger
capitat reserve* reserve earmngs earnings reserve Total
£m £m £m £m £m £m £m
At the start of the year 99 795 44 156 - 603 1697
Retained profit for the
year - - - 10 339 - 349
Transfer between
reserves - (79 5) - {13 1) 926 - -
At the end of the year 99 - 44 35 1265 603 204 6

* The spectal reserve arose an the cancellation of the Company s share premium account in 2009 Dunng the year the special reserve of £79 5 million was transferred
to distnbutable retained earnings following the resolutron of the outstanding required consent from the Company s crediters

The Company s authornsed, 1ssued and fully paid-up share capital 1s described in note 25 to the Group financial statements The
other reserves are descnbed 1n note 28 to the Group financial statements
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G Principal subsidiarnes, associates and joint ventures

Share of

Nature of voting

business rights
Incorporated/reqistered and operating in Great Britain
Capital & Regional Earmings Limited Property management 100%
Capiial & Regional Income Limited Property investment 100%
Capital & Regional Holdings Limited Property investment and management 100%*
Capital & Regional Property Management Limited Property management 100%
Capital & Regional Uruts LLP Property investment 100%
Mormson Merlin Lurited Property trading 100%*
Snozene Limited Operator of indoor sk slopes 100%
The Auchinlea Partnership Property investrment 50%
X-Leisure Limited Property management 50%
Xscape Braechead Partnership Property investment 50%
The FIX UK Lirmited Partnership Property investrment 20%
Waterside Lincoln Limited Partnership Property investrment 50%
Incorporated/registered and operating in Germany
Garngal Asset Management GmbH Property management 30 06%
Incorporated/reqistered and operating in Jersey
Capital & Reqional Capital Partner Lirmted Property nvestment 100%
Capital & Regional Hemel Hempstead (Jersey) Lirmited Property investment 100%*
Capital & Reqional {Europe Holding S) Limited Property investment 100%
Camtal & Regional {Europe LP} Limited Property investment 50%*
Capital & Regional (Europe LP 2} Limited Property investment 50%*
Capital & Regional (Europe LP 3) Limited Property investment 50%*
Capital & Regional (Europe LP &) Limited Property investment 50%*
Capital & Regional (Europe LP 5} Limited Property investment 50%*
Capital & Regional (Eurcpe LP 6} Lumited Property investment 50%*
Euro B-Note Holding Lirmited Finance 49 90%*
The Matll Unit Trust Property investment 1816%
The Junction Umit Trust Property investment 1329%
The X-Lewsure Umt Trust Property investment 1193%
Incorporated/registered in Jersey and operating in Great Britain
Capital & Regional (Jersey) Limited Property investment 100%
Capital & Reqgional Querseas Holdings Limited Property investment 100%

* Held directly by the Company or in the case of the Eutope LPs part held duwectly by the Compamy and part held through a subsidiary and 1n the case of Euro B-Note

Holding Lirmited part held through a subsidiary and part held through the ESOT

The shares of voting nghts are equivalent to the percentages of ordinary shares or units held by the Group The Mall Unit Trust The

Junction Umit Trust and X-Leisure Umit Trust each invest in Limited Partnerships and the Group 1s regarded as having sigmficant
nfluence on those partnerships through 1ts membership of the relevant General Partner boards

To avoid a statement of excessive length deiails of investments which are not sigmficant have been omitted All of the above
principal subsidianes, associates and joint ventures have been consolidated 1n the Group financial statements Investments in
associates and jont ventures are analysed in notes 18d and 18e to the Group financial statements
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Glossary of terms

CRPM 15 Capital & Regional Property Management Limited a
subsidiary of Capital & Reqional ple which earns management and
performance fees from The Mall The Junction and certain other
associlates and joint ventures of the Group It also owns the Group s
50% share 1n X-Letsure Limited which earns management and
perfarmance fees from the X Leisure fund

Contracted rent 1s passing rent and the first rent reserved under a
lease or unconditional agreement for lease but which1s not yet pauable
by a tenant

Contnibution 1s net rent less net intarest including unhedged foreign
exchange movements

Capital return 15 the change in value dunng the period for properties
held at the balance sheet date after taking account of capital
expenditure and excharge translation movermnents calculated on a
time weighted basis

Debt s borrowings excluding unamortised 1ssue costs

EPRA earmings per share (EPS) 1s the profit/(loss) after tax excluding
gains on asset disposals and revaluations movements in the fair value
of financial instruments intangible asset movements and the capital
allowance effects of [AS 12 *Income Taxes” where applicable less tax
ansing on these items divided by the weighted average number of
shares in 1ssue during the year excluding own shares held

EPRA net assets per share include the dilutive effect of share-based
payments but 1gnore the fawr value of denvatives any deferred tax
provisions on unrealised gains and capital ailowances any adjustment
to the fair value of borrowings net of tax and any surplus on the fair
value of trading properties

EPRA triple net assets per share include the dilutive effect of share-
based payments and adjust all itemns to market value including trading
properties and fixed rate debt

Estimated rental value (ERV) 1s the Group s external valuers opimon
as to the open market rent which on the date of valuation coutd
reasonably be expected to be obtained on a new letting of rent review
of a unit or property

ERV growth s the total growth in ERV on properties owned throughout
the year including growth due to development

Gamngal 1s Gangal Asset Management Gmb#H an assoclate of the Group
which earns management and performance fees from the German joint
venture

Geanng s the Group s debt as a percentage of ret assets See through
geanng includes the Group s share of non recourse debt 1n associates
and joint ventures

Interest rate cover (ICR) 1s the ratio of either (1) recurring profit (before
nterest tax depreciation and amortisation) or {1} net rental income to
the interest charge

IPD 15 Independent Property Databank Limited a company that
produces an mdependent benchmark of property returns

Like for like figures exclude the wmpact of property purchases and sales
on year to year comparatives

Loan ta value {LTV) 15 the ratio of debt excluding fair value adjustments
for debt and denvatives to the fair value of properties (excluding
adjustments for tenant incentives and head leases)

Market value 1s an opimon of the best price at which the sale of

an interest in a property would complete unconditionally for cash
conswderation on the date of vatuation as deterrmned by the Group s
external or internal valuers In accordance with usual practice the
valuers report valuations net after the deduction of the prospective
purchaser s costs including stamp duty agent and legal fees

Net assets per share (NAV) are shareholders funds divided by the
number of shares held by shareholders at the penod end excluding
own shares held

Net imtial yreld (NIY) 1s the annualised net rent generated by the
portfolio expressed as a percentage of the portioho valuation excluding
development properties which 1s 1n hne with EPRA s best practice
recommendations

Net debt to property value is debt less cash and cash equivalents
dwided by the property value {including adjustrnents for tenant
ncentives and head leases}

Net interest s the Group s share on a see threugh basis of the interest
payable less interest 1ecevable of the Group and its associates and
joint ventures

Net rent 15 the Group s share on a see through basis of the rental
ncome less property and management costs (excluding perfarmance
fees) of the Group and its associates and joint ventures

Nominal equivalent yield 1s a weighted average of the net imtial

yield and reversionary yield and represents the return a property will
produce based upon the timing of the income received assurmng rent
15 received annually 1n arrears on gross values including the prospective
purchaser s casis

Passing rent 15 gross rent currently payabtle by tenants mcluding car
partk profit but excluding inceme from non-trading admantstrations and
any assumed uphft from outstanding rent reviews

Property under management (PUM) 1s the valuation of properties for
which CRPM X Lersure Limited or Gangal 1s the asset manager

Recurring pre tax profitis the total of Contribution the Group s share
of management fees less fixed management expenses earned by
CRPM X Lewsure Lumited and Gangal the profit from SNOtzone and any
central costs and interest

Return on equity 15 the total return including revaluation gains and
losses divided by opening equity plus time weighted additions to and
reductions 1n share capital excluding share options exercised

Reversionary percentage is the peicentage by which the ERV exceeds
the passing rent

Reversionary yield 1s the anticipaied yield to which the net inttial yield
will nise once the rent reaches the ERV

See-through balance sheet 15 the pio forma propertionately
consohdated balance sheet of the Group and its associates and joint
ventures

See-through income statement 1s the pro forma proportionately
consohdated income statement of the Group and its associates and
joint ventures

Temporary lettings are thase lettings for one year or less

Topped-up net imtal yield 15 the net imtial yield adjusted for the
expiration of rent free pernods or other unexpired lease incentives

Total return s the Group s tolal recogmsed income or expense for the
year as set out n the consolidated statement of comprehensive income
expressed as a percentage of opeming equity shareholders funds

Total shareholder return (TSR) 1s a performance measure of Lhe
Group s share price over iime I11s calculated as the share price
movement from the beginming of the penod to the end of the pertod
plus dividends patd dwided by share price at the beginnuing of the
penod

Vacancy rate 15 the ERV of vacant properties expressed as a percentage
of the total ERY of the portfohio excluding development properties n
Tine with EPRA 5 best practice recommendations

vanable overhead includes discretionary bonuses and the costs

of awards to directors and employees made under the 2008 LTIP
Matching Share Agreement COIP and SAYE Scheme which are spread
over the performance penod
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Five year review

for the penod 31 December 2006 to 30 December 2011

2011 2010 2009 2008 2007
£m £m £m £m £m
Balance sheet
Property assets 800 808 94 4 ELR 7900
Other non-current assets 343 271 263 317 50 £
Intangible assets 18 19 26 42 122 &
Investment 1n joint ventures 272 257 303 344 120 ©
Investment 1n associates 120 2 110 8 76 4 182 3 599 4
Cash at bank 200 257 175 41 371
Other net current habiities (13 0) (10 2) (25 7) (72 9) (99 3)
Bank loans greater than one year {61 6) (68 8) {78 6) (93 8) (622 4)
Other non-current habibities {12 9) (18 5) {13 4) (2 8) {350}
Net assets 196 0 1745 129 8 1861 7030 >
Financed by 2
Called up share capital 99 99 99 71 71 &
Share premum account - - - 2205 2197 é
Revaluation reserve - - - - 24 4
Other reserves 70 4 1479 148 3 85 66 @
Retained earnings/(loss) 1157 167 (28 4) (50 0) 467 2
Capital employed 196 0 1745 129 8§ 186 1 7030
Retumn on equity
Return on equity (%) 119% 339% (64 3)% (71 5)% {18 %
Increase/{decrease) in net assets per share + dividend (%) 11 8% 351% (72 3% 62 2}% {14 2)% g
Total shareholder return (38)% (2 2)% (24 7)% {77 4)% (73 0)% =
Penod end share price (pence) 32p 33p 34p 45p 392p %
Total return g
Total comprehensive income/(expense) 207 440 (118 7} (502 7) (165 i) =
Net assets per share (pence) 8
— Basic net assets per share 56p 50p 37p 130p 491p 3
— EPRA triple net assets per share 56p 50p 37p 133p 499p
— EPRA net assets per share 63p 57p 47D 174p 501p
EPRA triple net assets per share growth (%) 11 9% 351% {72 3% {73 4}% 21 1)%
Geanng (%) 34 3% 40 4% 61 9% 50 5% 88 0%
Gearing (%) on a see through basis 253 6% 305 0% 508 7% 449 2% 190 0% ©w
Income statement E
Group revenue 289 307 378 65 4 340 a
Gross profit 172 203 218 237 149 3
Profit/(loss) on ordinary actwities before financing 268 526 (105 1) (478 5) (1310) g
Net interest payable (34) {6 2) {8 3) (37 8) {36 0) z
Profit/(loss}y en ordinary activities before tax 234 46 4 (113 4) (5186 3} (167 0) o
Tax (charge)/credit (23) 20 {6 3) 141 a2
Profit/(loss) after tax 211 Lh 4 (119 7} (502 2) {166 8)
Recurring pre-tax profit 16 4 149 17 5 276 327
Fully taxed recurming dividend cover (x) - - - 56 12
Interest cover (x) 55 41 28 12 12
Earnings per share (pence) 5
— Basic 6p 13p {59p (355)p (117)p ]
— Diluted 6p 13p (59)p (355)p (117}p E
—EPRA 5p 4p 1p {39)p 19p L=
Dwtdends per share - - - 5p 27p E
=]
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Property under management information

At 30 December 2011
30 December 30 December 30 December 30 December 30 December
2011 2010 2009 2008 2007
Property under management £m £m £m £m £m
Whaolly owned 81 82 84 88 775
Associates 1,824 2132 2408 3147 51856
Jomt ventures 576 547 648 750 174
Other property - 71 - - -
Total 2,481 2,832 3140 3985 6135

Figures exclude adjusiments to property valuations for tenant incentives and head leases treated as finance leases Trading

properties are included at the lower of cost and net realisable value

Other property represents the Ilford shopping centre which was sold by The Mall in June 2010 but which was still managed by
CRPM gn a short-term contract with the new owners through to 31 January 2011 The property was not valued at 30 December

2010 5015 shown at its sale price

EPRA performance measures

At 30 December 2011

2011 2010
EPRA earmings (£m) 180 12 4
EPRA earmings per share S5p 4p
EPRA net assets (£m) 2183 196 4
EPRA net assets per share 63p 57p
EPRA triple net assets (Em} 195 2 1736
EPRA triple net assets per share 56p 50p
EPRA net imbial yield 6 7% 6 9%
EPRA topped-up net intthial yield 6 9% 7 0%
EPRA vacancy rate (UK partfolic only) 4 3% 4 6%
Reconcihation of EPRA net initial yield and EPRA topped-up net imtial yield
2011 2010
£m £m
Investment property — wholly owned 83 98
Investment property - share of joint ventures and associates 596 &4 6146
Trading property 720 720
Less developments (14 8) (6 7)
Completed property portfolio 6619 6897
Allowance for capital costs 62 118
Allowance {or estimated purchasers costs 400 39 1
Grossed up completed property portfolio valuation 708 1 7406
Annualised cash passing rental income 514 550
Property outgoings (4 0) (& 2}
Annualised net rents 47 4 508
Add notional rent expiration of rent free periods or ather lease incentives 15 12
Topped up annualised rent 489 520
EPRA net imuial yield 6 7% 69%
EPRA topped-up net imtial yield 6 9% 7 0%
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See through
borrowings 30 December
£Em Covenant 2011 Future changes
Core revolving credit facility
Asset cover - Greater than 200% n/fa
Geanng - Less than 200% 3%
ICR —  Greater than 150% 1,349%
The Great Northern facility
LTV 619 100% 86% From 31 December 2012 reducing n stages
1o 80% by 30 June 2013
ICR —  Greater than 135% 161%
The Hemel Hempstead facility
LIV 53 T5% 64% Wawer until 2% Apni 2012
ICR = Greater than 150% nfa Wawerunhl 29 Apnl 2012
The Mall
LTV 1203 83% 69% Reducing in stages to 65% by December 2014
ICR —  Greater than 130% 158%
The Junction
LTV 218 70% 60% Reducing in stages to 65% by 1 October 2012
ICR — Greater than 130% 158% Until 1 July 2012 and then 135%
Germany
LTv
Portfolio 1 16 5 75% 72%
Portfolio 2 285 87% 74%
Portfolio 3 436 n/a n/a
Portfolio 4* 66 2 93% nfa LTV holiday until 15 July 2012
Portfalio 5 198 81% 80%
Portfolio 6 229 n/a nia
ICR
Portfolio 1 —  Greater than 150% 256%
Portfolio 2 —  Greater than 150% 173%
Porifolio 3 —  Greater than 160% 226%
Portfoho 4* - Greaier than 160% nfa ICR hohday until 1S July 2012
Portfolio 5 —  Greater than 120% 170%
Portfolio 6 —  Greater than 140% 172%
X-Lewsure
LTV (central facility) 354 60% 53%
ICR _  Greater than 130% 193% Until March 2012 and then tiered increases to
150% at 1 Apnil 2013
FIX UK
No covenant 24
LTv
Sentor A - 80% 73% Reducing to 75% from July 2012
Sentor A and B 228 90% 86% Reducing to 85% from July 2012
ICR
Senior A —  Greater than 120% 167% Untii 22 January 2012 and then 130%
Senlor Aand B — _ Greater than 100% 141% Untl 22 Jandary 2012 and then 110%
Xscape Brachead
LTV 228 90% 85% LTV holiday untit 1 Aprit 2012 then 90% and
reducing to 80% from 1 Apnl 2013
ICR —  Greater than 120% 140%
Waterstde Lincoln
LTV 68 60% 52%
ICR - Greater than 175% 218%
497 0

* Portfolio 4 inctudes debt of £7 5 rillion representing the Group s share of the €18 € rmilhion German jurior debt acquired duning 2010
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Fund portfolio information (100% figures)

At 30 December 2011

The German

The Mall Junction X-Leisure Portfolio
Physical data
Number of properties 9 6 16 48
Number of lettable umts 1083 79 313 268
Lettable space (sq feet — 0003) 4 663 1391 3070 5202
Valuation data
Properties at independent valuation {(£m}) 971 288 565 496
Adjustments for head leases and tenant incentwves (Er) 47 (12} (7) (1)
Properties as shown in the financial statements (£m) 1018 276 558 495
Revaluation in the year {(Em) (6} 8 36 [&)]
[mtial yeld 702% 5 68% 6 59% 661%
Equivalent yield 765% 692% 744% nfa
Property level return 62% 107% 14 1% 6 6%
[PD benchmark return 6 3% 10 0% 14 2% n/a
Reversicnary 18 1% 12 6% 74% n/a
Loan to value ratio 69% 60% 53% 80%
Net debt to value ratio 56% 50% 49% 77%
Lease length (years)
weighted average lease length to break 84 112 136 70
Weighted average lease length to expiry 90 119 145 70
Passing rent (€m) of leases expiring in
2012 52 02 07 15
2013 71 03 04 70
2014-2016 198 06 11 131
ERV (£m) of leases expiring 1n
2012 68 04 07 n/a
2013 70 03 05 n/a
2014-2016 20 4 06 15 n/a
Passing rent (Em) subject to review in
2012 76 21 63 n/a
2013 59 37 36 n/a
2014-2016 187 117 107 n/a
ERV (Em) of passing rent subject to review in
2012 75 21 61 n/a
2013 58 38 36 n/a
2014-2016 227 11 4 111 nfa
Rental Data
Contracted rent at year end (£m) 219 186 417 nfa
Passing rent at year end (Em) 7180 17 4 408 386
ERV at year end (Em per annurm) 521 196 438 n/a
ERV movement (%) @1 25) 08 n/a
Vacancy rate (%) 2 8% 3 6% 39% 49%
Like for like net rental income under UK GAAP (100%)
Current year net rentat income (£m)
Properties owned throughout 2010/2011 60 7 149 366 333
Disposals 71 58 01 -
Net rental income 678 207 i67 333
Prior year net rental income (£m)
Properties owned throughout 2010/2011 609 159 354 311
Disposals 227 151 25 02
Net rental income 836 310 379 313
Other Data
Unit Price (£1 00 at inception) £B42 £0 20 £0 35 nfa
Group share 18 16% 13 29% 1193% 49 60%
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The Mall properties

Lettable Number
space Car park of lettable
Property Description (sq feet) spaces Principal occupsers units
Valued at £125m plus
The Mall, Luton Leasehold covered shopping 994 000 2300 Debenhams Boots Primark 170
centre on two floors offices Next Top Shop and Top Man
extending to over 65 000 sq ft Marks & Spencer Wilkinsons
Rwver Island Argos TK Maxx
The Mall, Woed Green Freehold partially open 558 000 1,500 Primark Cneworld TK Maxx 104
shopping centre on two floors wWilkanson Hat HWY Boots
with nearly 40 000 sq ft of Argos WHSmith New Look
offices
Valued at £75m to £125m
The Mall, Blackburn teasehold partially covered 575000 1304 Pnmark Debenhams BHS 129
shopping centre on three Next, H&M New Look 1D
floors Sports Tesco Boots, Argos
The Mall Sutton Coldfield Freehold partially open 559000 960 House of Fraser BHS Marks & 112
shopping centre on a single Spencer H&GM Bocts Argos
level wath offices extending to WH sTmIth
approximately 30,000 sq ft
The Mall Norwich Freehold covered shopping 360 000 800 Argos Boots TK Maxx 110
centre on six floors Mothercare New Look Vue
Cinemas
The Mall Madstone Freehold covered shopping 538 000 1050 Boots BHS Wilkinson New 103
centre on three floors with Look Sportsworld
offices extending to 40 000
sq ft
The Mall Uxbridge Leasehold single level covered 428 000 1150 Marks & Spencer Tesco TK 121
shopping centre with 40 000 Maxx Wilkinsons Argos
sq ft of offices Iceland
The Mall Camberley Part leasehold covered 401000 1040 Argos Boots Sanshury s 173
shopping centre on one floor River Island House of Fraser
Primark
The Mall, Walthamstow  Freehold covered shopping 250 c00 870 Asda BHS Boots Dixons 61
centre on two floors HMV Top Shop Top Man
Ruwver [sland
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Property information continued

At 30 December 2011

The Junction properties

Lettable Number
space Car park of lettable
Property Description (sq feet) spaces Prnincipal occupiers units
Valued at £50m to £100m
The Junction Telford Forge Open Al non-food retail 313000 1343 Next TescoHome Plus 19
Shopping Park Telford warehouse park Arcadia, TK Maxx Boots
The Junction Thurrock Open Al non-food & leisure 554 000 2398 Decathlon M&S Outlet Asda a3
Shopping Park Essex retall park Living TH Maxx Furmture
Village
The Junction Impenal Mixed bulky and open A1 non- 339 000 1200 B&Q TescoHome Plus Next 21
Park Bnistol food retail warehouse park DW Sports Argos
valued at below £50m
The Junction Abbotsinch  Bulky retail warehouse park 185 000 694 B&Q DFS Comet 6
Retall Park Paisley
Broadwell Industnal Mixed use development site - - - -
Estate Oldbury with consent for bulky and
open Al non-food retail and
lewsure

Renfrew Retail Park Development site - - - -
Renfrewshire
German properties

Lettable

space

Property Descniption {sq feet) Prnincipal occuplers I share
Valued at €50 million to €100 million
Dortmund Retail park 33 80G Real 100%
Lubeck Retall park 29,100 Coop/Plaza 100%
Valued at €20 million to €50 mllion
Cottbus Retail park 29900 Praktiker & Roller 100%
Tomsvorst Retail park 20600 Real 100%
Hameln Retail park 16 800 Kaufland 95%
Moerfelden Retail park 12200 Rewe 100%
Schwabisch Hall Retail park 19 845 Hela 95%
Tner - Kenn Hypermarket 11 600 Real 100%
Ingelheim Hypermarket 10 200 Real 100%
Bremen Haferwende Logistics 54 400  Metro 100%
Valued at €10 million to €20 million
Lauchhammer Retail park 17 700 Markikauf 95%
Oschersleben Retail park 10 500 Marktkauf & Toom 95%
Marl Retail park 8 800 Kaufland 100%
Brihl Hypermarket 17 500 Real 100%
Sinzheim Hypermarket 16 500 Real 100%
Koln Gremberg Hypermarket 8 300 Real 100%
Herne Hypermarket 7 400 Rewe & Toom 100%
Bochum Langendreer Hypermarket 6400 Kaufland 89%
Rangsdorf furniture store 18 500 Roller 100%
Krefeld DIy 11700 Praktiker 100%
Stadthagen DY 10 900 Hagebau 100%
Balingen DEY 7500 Toom 100%
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German properties

Lettable
space
Property Description {sq feet} Principal occupters IV share
Valued at less than €10 million
Wesel Retail 3100 Massa 100%
Hamburg-Wandesbek Retall 3,000 Massa 100%
Jessen Retail 150G  TIP Discount Verwaltungs 100%
Senftenberg Retail 1100  TIP Discount Verwaltungs 100%
Bochum - Wattenscheid Retaill 10000 Gota Tapeten 100%
Kirchweyhe Retail 1900 Torsten Leschke - Fiinessanlage 100%
Philyppsthal Retail 900 BF Tec 100%
Duisburg Retait & residential units 2 600 Schlecker 100%
Hochdah! Retail & residential units 800 - 100%
Koln Berliner Retail & residential units 500 Schlecker 100%
Elchingen Hypermarket 7400 Real 100%
Sobernhein Supermarket 7 400 Real 95%
Leverkusen Supermarket 6,600 £deka & Total 100%
Kreuztat Supermarket 6400 - 94%
Heide Supermarket 4600 Ald 100%
Magdeburg Superrnarket 3000 Edeka 100%
Kirchheimbolanden Supermarket 2500 HIT Handelsgruppe 100%
Bremen - Supermarket 2400 Rewe 100%
Buntentorstemnweg
Bremen Mahndorfer Supermarket 1200 Metro 100%
Taufkirchen Supermarket & Retail 5000 Rewe & AWG 95%
Velten Supermarket & Leisure 3100 Rewe & Kann Raschke 100%
Herford Supermarket & Leisure 2,400  Senyurt & Drei Groschen Spiel 100%
Bonn Logwstics 5800 - 100%
Hosbach DIY 14 700 Globus Fachmarkte 100%
Aachen DLy 2 800 Praktiker 100%
Kirehhewn Petrol station 2 400 Real 100%
X-Leisure properties
Lettable Number
space of leitable
Property Description (sq feet) Principal occupiers umts
Valued at above £50m
Xscape Milton Keynes Lersure and retail property anchored by one 424 000 SNQ'zone, Cineworld Virgin 39
of the UK s largest indoor real snow slopes Active Spint Group Ellis
Brnigham
Bnghton Manna Retait lewsure and residential property with a 335000 Cine UK Bowliplex Dawvid 75
Brighton working harbour and yacht moerings Lloyd
Valued at £25m to £50m
Rwverstde Norwich Letsure property with bars restaurants, 210000 Odeon Cinema Hollywood 15
nightelubs multiplex ainema and bowling Bowl
Xscape Castleford Leisure and retail property anchored by one 363000 SNOrzone, {ine UK, Bowlplex 43
of the UK s largest indoor real snow slopes Elhs Brigham
Parrs wood Manchester  Leisure property with restaurants heaith and 232000 Cine UK Virgin Active Ten Pin 11

fitness bowhng multiplex cinema bingo
children s entertainment and a hotel

123

Overview

Business Review

Financial Statements Corporate Governance

Other Information




Capital & Regional

Annual Report and Accounts for the year ended 30 December 2011

Property information continued

At 30 December 2011

X-Lewsure properties

Lettable Number
space of lettable

Property Description (sq feet) Pnncipal occupiers units

Valued at £25m to £50m (continued)

Fountain Park Edinburgh Lewsure property with a multiplex cinema 238 000 Cine UK Ten Pin Virgin 12
bowling health and fitness and bars and Active, Mecca Bingo Genting
restaurants Casinos

Cambridge Leisure Park  Leisure property with a multiplex cinema 149000 Cine UK LA Fitness Ten Pin 18

Cambnidge health club bowling hotel bars and restaurants

Cardigan Fields, Leeds Lewsure properiy with a cinema bowhng 216 000 Vue Hollywood Bowl virgin 15
health club and restaurants plus two Active Spunt Group
industnal units

Tower Park Poole Leisure property with a multiplex cmema 199 000 Empire Bowlplex LA Fitness 18
bowhng bingo health club water park and
family restaurants

West India Quay Leisure property with bars restaurants 72 000 Cine UK LA Fitness Tattersall 17

Docklands London (50%) multiplex cinema health and fitness centres Castle Group
and the Museum of Docklands

Valued at below £25m

Eureka Park Ashford Lessure property with a multiplex cinema 120 000 Cme UK Travelodge 10
family restaurants health & fitness mghtclub Bannatyne Fitness
and hotel

Great North Leisure Park, Leisure property with a multiplex cinema 88000 Vue Cinema Hollywood Bowl 7

North Finchley London  bowling testaurants and a local authonty
swimming pocl

Bentley Brnidge Leisure property with a multiplex cinema 59 000 Cwne UK AMF Bowhng 10

Wolverhamptan restaurants and canal-side pub

Lockmeadow Mawdstone Leisure property with a multiplex cinema 139 000 Odeon Cinema Dawid Lloyd 9
health and fitness family restaurants
mghtclubs and bars as well as the 700 year
old Maidstone market

Queens Links Aberdeen  Leisure property with a cinema and 129 000 Cme UK Gala 10
restaurants

Boldon Leisure Park Leisure property with a cinema and 57 000 Cine UK 4

Tyneside restaurants

Other properties

Lettable Number of
space lettable

Property Description (sq feet) Pnincipal occuplers units

Valued at above £50m

Great Northern Freehold leisure property with muttiplex 399 000 AMC Cinema Virgin Actwve, 46

Warehouse Manchester cinerna casion and bars health and fitness London Clubs Intermnational
restaurants and shops

Xscape Brachead (50%)  Freehold covered leisure and retail property 374 000 Sno Factor Odeon Cinema 37
anchored by one of the UK s largest indcor Bowlplex Ellis Brigham
real snow slopes

Valued at below £50m

Walerside Shopping freehold covered shopping centre on three 118 00 Pnmark New Look Top Shop 46

Centre Lincoln {50%) floors Superdrug Chinton Cards

Leisure World Hemel Redevelopment site 160 000 - -

Hempstead
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Advisers and corporate information

Auditor

Detoitte LLP

2 New Street Square
London EC4A 3BZ

Investment bankers/brokers
JP Morgan Cazenove

10 Aldermanbury

London EC2V 7RF

Numis Secunties Limited

The London Stock Exchange Building
10 Paternoster Square

London EC4M 7LT

Principal legal adwvisors
Olswang LLP

90 High Holborn

London WC1V 6XX

Principal lending bankers

Bank of Scotland Plc part of Lloyds Banking Group

25 Gresham Street
London EC2Y 7HN

Reqistered office

52 Grosvenar Gardens

London SWiw 0AU

Telephone +44 {0)20 7932 8000
Facsimile +44 (0)20 7802 5600
www capreg com

Shareholder information

Registrars

Equimti Luimited

Aspect House

Spencer Road

Lancing

West Sussex

BN99 6DA

Telephone 0871 384 2438

Principal valuers

CB Richard Ethis Lirmited
Hingsley House

wimpole Street

London W1G ORE

Cushman & Wakefield LLP
43145 Portman Square
London W1A 3BG

DTZ Debenham Tie Leung Limited
1 Curzon Street
Landon W1A SPZ

Jones Lang LaSalle Lirmited
22 Hanover Square
London W1S 11A

Registered number
1399411

Calls 1o thus number cost 8p per minute from a BT landline other providers costs may vary Lines open 8 30armn to 5 30pm

Monday to Friday
Overseas shareholders should call +44 121 415 7047

2012 financal calendar

Annual General Meeting June 2012
2012 intenm results August 2012
2012 annual results March 2013
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